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Executive Summary 

As part of the Strate&lc Reform Pr01ram (SRP), Joint Health Command (JHC) Is required to 
identify and realise $118mllllon worth of savings across the period 2009·10 to 2018-19, with 
the most sllnlficant savlnp likely to commence In 2013-14. This health economic analysis 
provides moddlna which confirms that the projected JHC swin1s taraet is achievable, cost ina 
six Key Reform Measures (KRMs) currently underway and ldentifyinB another area for reform. 
Overall, Access Economics estimates that savings of $179.1 miiNon are achievable over the 
taraet tlmefrarne. Medium and hiSh risk areas are ldenttfled for the protected JHC budaet over 
the Defence Flnandll and Manaaement Plan (DFMP) with risk assessment for the saVings 
taraet. 

Savings from KRMs and overall are summarised In the table below. 

Summ~ry of budpt lmp!c.tl oi1D SIP measurestnominal $ million) 
Desalptlon 09-10 10.11 U·12 12·11 U·l4 14-15 15-11 11-17 17•11 11-1! Tehl 

kRMl 0.0 ·3.3 -6.3 -3.1 1.8 6.7 7.3 7.5 7.7 7.9 25.5 

Rationalise 
f1cllltlei 
kRM2JEHDI 

ICRM3 
I '*~~'~ted 
heal ttl 
wortcfotte 

ICftM 4 Multl­
disdpllnary 
primary 
heillth e~re 
KRM SPolicy 

review 

KRMfi 
lndu!.try 
plrtMrin&/ 
1Hi1nc:es 
NetiiNinp& 
IIIMt 

2.5 

0.0 

7.4 1.9 9.6 10.0 10.4 10.8 11.2 11.6 92.5 

'1..7 2.8 2.9 3.0 u 3.1 3.2 21.6 

2.8 2.9 !.0 3.1 3.2 !.3 27.8 

O.D 0.2 0.2 0.5 o.s 0.8 0.8 0.8 0.1 4.7 

1.1 11.1 17.5 ZS.O Z4A 25.l Zi.1 5.9 171.1 

Source: Access Economics. Nate: lnchldes c:apltllllld RICUO'Wlt npenditu,.lt•ms. 

KAM 1 analyses the rationalisation of the number of health facilities throu&h hubbins. Key 
benefits comprise a reduction In the number of staff and lower operating costs for bulldlnss.. 
However, these gains overlap with other ICRMs, notably KRM3 and K~M 4 below, and c:an be 
achieved only after Implementation of KRM4 which reduces the demand for on-base floor 
space. In order to achieve savtnas, there must first be expenditure on refurbishment and new 
buildi"fls, and net savings are not obtalfted until around 2013-14. The major savings are for 
Canbefra and the Enouera, Lavarack and Robertson Army bases, and the sum af savlnp for 
these sites Is scaled up by 33" to allow for all other sites. The net savlnas from hubbins alone, 
exctudlng the assoclate<t savlnas achieved by KRM 4, are around $25.5 million. 

KRM Z WhUe the Joint .-Health Data and Information (JEHOI) should prove hi&hly useful for 
manasement and epidemiological purposes, &lven iU early Inception sta1e, Access Economics 
does not consider that it is feasible to model such savlnp at this time. 

,;;;., ACCESS 
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KRM J lntqrated health workforce, achieves sa villi$ of $35.7 million throush convertlns 
contract health workers to APS positions. Savinss of $56.9 million can also be achieved 
throuah using physician assistants IPAs• and nurse practitioners (NPs) to replace some GP 
positions. 

ICRM 4 It is difficult to assess with confidence savinss from multidlsciplimuy primary health 
care. Potentially-and dependlna on exlsti"' facilities and scheduled closures-there may be 
around $27.8 m1111on In sav1n1s to be derived from changes to the detiverv of lmqlng, surgery, 
and ln-patltnt care. 

• Based on a case mix modet derived from the qreement for the provision of health 
service to the Albury WodDnll Military Area (AWMA), there are potential savlnp of 
$15.9 million from the closure of operational dlaanostlc Imaging facllttles and 
outsourdns ADF needs on a fee-for-service ba~is. 

• Based on data from the Duntroon Health Centre and RAAF EdlnbuJllh and use a cost­
per-procedure analysis, closure of the remainina operatlns theatres and outsourdns 
suraal procedures to civilian hospitals may generate up to $12.8 million In savlnas. 

• Sllnlftcant savinp can be made from the reduction In size or conversion to low-acuity 
care of in-palt•ent facility and Increased use of community nursing, or a combinatiOn of 
these chanaes. Garrisons would need to be assessed on a case-by-cue basis, and the 
eo&t of conve rslons, facility renovation and additional support offset against possible 
savin11s. 

• InsuffiCient data was avallable to assess savln&s In pathology and ancillary services. 

• Further savlnss may be achieved through contractual arran111ments with providers to 
achieve further efficiencies and surety of service, but there was Insufficient Information 
to assess such savlnp at this point In time. 

ICRM 5 achieves $27.8 million In 58vinp ovtr the DFMP through policy review and 
rationalisation measures comprising: ' 

• screenins reforms from 1/1/10 provldirc savlnss of 9.1 million over the DFMP which 
lndude: 

• 

• 

bowel c:ancer screening for members aged 50 years and aver biennially rather 
than annually, In line with the National Bowel cancer Sc:reenin& Program and cost 
effectiveness evidence; and 

briftslng the tlmlns of post-deployment annual health asses.smef!b (AHAs) in line 
with those for mental health screenlfll (3-6 months rather than 3 months) and 
allowi111 final Separation Health and Dental Assessments to occur In the 12 
months prior to discharae rather than in the 3-6 months prior, thU$ enabllns a 
roll·ln with the final AHA and annual dental examination and removlnl duplication 
(e.s .. two tests potentially within a 6-month period); 

• commendns 1/7/10, provldln& a 'standard' regime of health assessments for half of ADF 
members Sled up to 40 - namely a CPHE every three years and allowing for an 
additional mid-triennium health visit rather than AHAs - reflecting that health 5ervice 
provision should be In nne with the principle of being 'fit for purpose' (I.e. optimal• and 
thus depends on the needs of the person and Individual requirements for operational 
readiness ($8.86 million); and 

~ACCESS 
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• reflectina the principle of equivalence with Medicare and the reality that civilians co­
contribute 24" of their health costs on ave-rage (AIHW, 2009), lntroducinR a much 
smaller (around 1" of the civilian amount) co-contribution of $12.27 per annum (for 
2009-10, indexed to health lnftattoo over time), Ideally spread over services so as to 
represent a small Incremental cost ($1 per health service is estimated to be adequate) 
and generatlns savlnas of $10.95 million over the DFMP. 

KRM & achieves $4.7 million in savinss over the DFMP throuch Industry partnerlns and 
stratesk alliances comprlsin1: 

• refo""" to the current medical structure at hospital c:ommenclna on or by 

_____________________ ...,.to reai.se savlnp 

equivalent to one rn medical otftcer per annum; and 

• reforms enabling similar sized savinas at the.._ ______ on or by 1/1/2013 
and In VIctoria (locations still being scoped) on or by 1/7/2015. 

Overall, potential DMFP '5avlnp achieved throush these measures were estimated 
as $179 million. 

Risk assessments are provided In relation to costing the KRMs, sinte the modelllna depends on 
a number of assumptions. Sensitivity analysis has been condueted usinaGPRisk software. 

In line with conventional aetuarial risk assessment techniques, parameters considered most 
uncertain and with 11reatest potential to change over aN outcomes were subjected to sensitiVIty 
analysis. 

The results are reported In the Ch1rt below, whkh shows that the expected value of the totat 
net savings Is $175.4 million. In addition, there Is a 90% likelihood that total savlnp will be 
between $157.9 million and $192.7 million. This compares favourably with the taraet savin&s 
of $118 miiMon. 

• Net ovincs are most sensitive to changes in how many people a1ed under 40 have •ess 
frequent health assessments; the amount of co~ontrlbutlon (if any}; and success In 
convert•ns contractors to APS positions. 
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PtoblblaJty dlstrlbutton olsavinp outcomes uslnc 0 Risk 

4 
Mean$175.4m 

3 

z ... 
• 

f 
2 

!a Confidence 9SS COnfldenat 
lntarvaf: $157.9m Interval: $1917m 

1 

142 151 lf.iC 169 171 187 195 204 213 

1-----·· .. ·----.. ______ _:::s.tnat::.: ($ mllloll) 

Risk analylll for the overall budpt 

Historically defence health has had slcnificant overspends, for example 111% In 2004-05 and an 
averaae of 9'K over the last 5 years- when comparlna the overspend asalnst the allocated 
MEE budget expenditure. 

The main risk to bud&et overspends appears to be contractors. Historical data Indicate that 
variations In srawth of contractor expenditure are correlated with growth In total MEE 
overspend. If the policy of converting contractors to APS staff Is Implemented this would help 
to reduce this element of bud1et overspend risk as APS are both less expensive and leis prone 
to fluctuations in staff numbers. 

Further, the command structure of defence heatth has now been reformed and Is under a 
single Jotnt Health Command (JHC). This should give JHC the ability to oversee expenditure and 
implement savinas Initiatives. llle Implementation of the SRP aives JHC a strona: Incentive to 
control health expenditure growth. lhls can perhaps be seen In the dedinlnR overspend In 
recent years. 

Another possible risk to the overaH defence health budget Is Indexation. Acce5• Economics' 
understandln&ls that In 2001 health expenditure was giVen Its own Index (possibly based on 
AIHW data). However, this Index only applied for 10 years. whereupon it reverts to the 
standard Index used acro5s all Defence spendlns. lllls represents a slgnlflant budget risk as 
the current Index is around 89fi per annum whereas the non-farm GOP Is expected to be 
around 3" over the next decade. 

Access Economics 

26 October 2009 
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1 Backaround 

Th15 Introductory chapter sets out the context of the commlsslonlna of this report and 
overarchlng contextual and methodOIOfllcal information that Is relevant In relation to the 
analysis as a whole. Specific methadolosical issues and ftndlnss are then addressed chapter by 
chapter. 

1.1 ADF health care - entitlements and access 

Recruitment of Australian Defence Force (ADF) personnel ensures that only fit and healtfly 
personnel are recruited. Defence Instructions {General) (DI(G)) Pers 16·15 (para 7) then notes 
the requirement for health care with the aim of continued operational readiness: · 

'AOF members must be gbfe to carry our their specialist occupational function~, as 
weU as general mil/wry dut:les, considering the arduous physical and mental 
stressor.s assot:it'Jted with operational duty. This duty often involves lengthy 
periods of operational activity with minima( medical support, limited or no respite 
opportunities, wide extremes of cllmote and other adverse environmental 
stressors. Ar the commencement of a period of operational service, mlllta()l 
membets must be free from any illness or dlsobility that would restrict them from 
performing effectively under operational conditions or Is likely to signiftcont~ 
deteriorate durin, the period of operational service. To be confident of an 
indlvfduol's capacity to perform all the required activities associated wfth on 
operational deployment, members are to achieve and roointaln a standard of 
medica( fitness as determined by their SeiVice. '' 

To meet this aim, Defence Force Resulatlons2 prov4de authority for the proviSion of health care 
to ADF personnel, with a basic entitle men I to 'at least the same level of health care as all other 

Australian citlzens'.3 That Is, wflilst the ciuilian standard underpins ADF health care it should 
nor limiti1.4 

In current prac.tlce (In terms of entitlement and actual access), the 'equitv with Medicare' 
principle means the ADF accepts responsibility for provldlna acceu to a wide ranse of defined 
hospital, medical and aiUed health servtces, includina at least those that are covered by what 
Medicare and the public health system provide, and In some cases beyond that level In order 
to promote health to a standard higher than that of the avera1e Australian. The hiaher 
standard encompasses the need for readiness (the ability to deploy at short notice for 
operatiOns). AOF members thus generaHy do not pay the Medlc::are levy, are dl5courased from 
uslns the Medicare and public health system (except in certain defined circumstances where 

1 Dlfanc:a IMtructlon fArrny) Cps SO.l- Army llldlvtdurll Rmd#Mss Notr; Defence Instruction (Air ForCII) Cps 4-8-
ll952 reauletlon S8F(1) outlined in dltli11n D~G) Par.1 16-1 H«Jtth Carf! oj ADf pmontt«<. 

a The ... , frameworlc aovernina provision of hnlthura to Au1tralian citizens Is found In t"- National Hulth Act 
15153 and the Health Insurance Act 1!J13 and l'll&ulatiot~s ma!H under thea Am, iupplamerrted by various 
AuJtrallan Govltmment polkles. 

•t.epl acMu provided In Aprtl2008. 
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Defence then reimburses such access), and have full ADF health records maintained (unlike 
civilians):~ 

The primary role of Joint Health Command (JHC} Is to provide health care to AOF personnel to 
meet this entitlement - spedflcally, treatment required to keep ADF members 'healthy for the 
purpose of discharslns their duties'; subject to Ministerial determination of the conditions of 
treatment (taktns Into account treatment facilities available, the ADF member's duties and 
operational requirements). JHC's objective also emphasises the need for efficiency in this 
provision: 

'to provide the most cost effective, effiCient and ethical health service In support of 
the Australian Armed Services' (JHC Strategic Pion, 2009-10 to 2019-20:12). 

JHC's vision lndudes that: 

'Resource usage will be managed with accountability, value for money and 
will be linked to readiness and other Defence related outcomes' (lbld:14J. 

Key performance indicators as summarised In Table 1.1 emphasise that the health system 
needs to 'meet aU ape rational health requirements' (KPil), be 'flt for purpose' (KPI3 and 5) and 
'effklen~ (KP14). 

Table 1.1: JHC Key ,.rformance lndlators 

Outcome 

1 

2 
3 

4 

5 

Dllalptlon 

Provide a fit and healthy 
Force 

Prevent casualties 
Provide health care 

Develop health c1pabilltles 

Manaae and sustain the 
health system 

The demonstrated ability to rMet all operational health 
requirements 

Decreaslnllncidence of preventable Injury and illness 
The demonstrated ability to retain and ~habilitate 
personnel to be fll for purpose 
Health facilities fully staffed with appropr!Gtelytralned 
personnel 

Implementation of JP 2060 Phase 2 and JP 2080 Phase 3-
ali,snment of relevant tralnlna and doctrine 
Provide effective and effiCient health care within budaet 
Identify cost drivers to inform seltttion of optimum 
!Jervice delivery models 
Achieve a sustainable, fit for purpose, health worldoral. 

Sourat: JHC Stratqlc P1.1n, 200!J.10 to 201g...20:12. 

ADF members who are entitled to be cavered by JHC services are detailed ln DI(G) Pers 16-1 
and Health Directive g19, and essentially comprise ADF permanent forces (includlns Gap Year 
personnel), ReseNe forces servirtB on continuous full time service and, in 50me circumstances, 
Army General Reserve-Special Conditions Ready Reserve and others. 7 

5 ANAO Report No 34 Australian Defence Force Health 5elvicei Performance Audit Tabled 27 May 1997 Para 2.8. 

ANMJ Report No 34 Australian Defenc:e Force Heal11'1 Servlt*S Performance Audit Tabled 27 May 199 

7Para :u. 
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JHC Is responsible for providins all Garrison health care. Garrison health facilities are all those 
wlth;n Australlll (those at Army/Navy/Air Force bases and In Joint facilities} that provide health 
care to ADF personnel. Coveraae does not Include health care units on o,erattonal 
deployments or exerdses overseas. While on such depfoyment or e•erdses, the services rather 
than JHC are generally responsible for health care. Gatrlson heahh care also funds RAAF 
Butterworth (Malaysia), Navy fleet support (when personnel on Navy ships not on operational 
deployment retetve health care at foret.an ports when alongside) and care provided to ADF 
personnel and their recognised dependants on Ions term overseas postlna. 

1.2 Aim of this health economic analysis 

As part of the Stratqlc Reform PrCliJram (SRP), JHC is required to identify and realise 
$118 million worth of savlflls across the period 2009-10 to 2018-19, with the most slanlflcant 
uvlnas llke'Y to commence In 2013·14. JHC Is responsible for provldlna health support to the 
Australian Defence Force {ADf) in Australia (but not on operations}. 

JHC is required to submit a draft project plan for h!Bher level endorsement and subsequently 
provide a reform options paper, lncludlns an option that metrts the uvlnp tarset tosether 
with any other sensible options for reform. A risk assessment of all options considered 
medium or hllh risk is to be provided and all proposed reform options must be rea$0nably 
casted. JHC must challana• all policy that nalsht constrain the effec:tlve 11md effkient delivery 
of health services, and mutt provide by end of October 2009 sufficient informatiOn to enable 
higher committees to agree the savlnp taraets In November 2009. 

To this end, Access Economics was required to provide health economics modelllftl and a 
report ~this deliverable) which: 

• confirms whether the projected JHC savings tal'8et ($118 million as Identified in the 
Defence Budaet Audh) Is achievable; 

• costs the reforms currendv underway; 

• identtfies any other areas for reform not identified by JHC; 

• evaluates the cutrent health sef'VIces delivery model to ldentlfy medium and high risk 
areas for the projected JHC bud11et over the Defence Financial and Manaaement Plan 
(DFMP); and 

• evaluates throush risk assessment the projected $118 million savings. 

Reforms currently underway are referred to throuah the report as Key Reform Measures 
(ICRMs). 

• Chapters 2-7 review each of she KRMs specified in the Statement of Work provided to 
Access Economics by JHC and identify and quantify potential cost savlnss one by one. 

Directive 284 for Re~ervu and 285 for Gap 'lear personnel details. When an ln)JfV M Illness resultlf'll from Defenea 
service Is suffered by a Reserve member whY• on continuous full time sel'lle~, h111tn care for that iniufV or illneK IJ 
continued aftarwants ootll the membertramfiiB Into thlt military c:omperutloosystem admlnlste~ by OVA. For 
routine hNith requlrements,ln6urles or Illness that are not ralated to Daftlnc:a servic:e, ReiiMI.J not on continuous 
full time service must consult their chllllan hulth providers. Reserves servlfll 1wav fi'Dm their home locality can 
receiwt eme,..,cy and ecute tratment until they return home as wetl as prewtntlve ure 1•·1· suntaa.nl. and 
vatclnltlons or other ., .... ., aSSI!ssment or intervention~ at the requl5t ol the Servic:e or Operational Headquartel"5 
far individual unit readiness or pre-deployment reasons.CDIIGJ ,.rs 16-1, paru 7·9J. 
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• Chapter 8 summarises other reforms Identified that may also aenerate savlnp over the 
lonJer term, and as far as possible In the timeframe for this report measures the cost 
savings from such addttlonal reforms; 

• Chapter 9 presents a risk assessment In relation to the six KRMs (uslnJ sensitivity 
analysis) and to the JHC Budset overall; and 

• Chapter 10 presents conclusions. 

1.3 Overarchina methodol011cal issues 

The process for this analysis Involved a Project Inception Meetlns (PIM) with JHC, after which a 
list of 69 questions was provided to JHC to request data, reports, contact Information and 
other Information as Inputs to the analysis. A pro)ec:t manasement plan was provided one 
week after the PIM outlining detailed stratesles and tlmellnts for the analysis. Travel outside 
of the ACT for consultations was beyond scope. Contacts and data ai5lmflatlon occurred 
thereafter, with detailed methodoiOIY for each KRM provided in later chapters In relation to 
specific Information sources and modellina parameters. 

1.3.1 Nominal reportina and the JHC budaet 

All calculations are presented in nominal doHars as per the JHC Budget for the SRP framework. 
'The Budaet provided by JHC to Access Economics was not the final bud&et since additional 
estimates are still in process. The emphasis of tke analysis and report is on realising savlqs 
from the Military employment expenses (MEE) line of the budaet ($270.044m In 2009·10) but 
this report also comments on savings that could be realised from other JHC budget lines (e.1. 
supplier expenses, JHC buildlnp Capital), and other areas of Defence or COmmonwealth 
e~ependiture. 

• The reason for this Is that typically health Investments 1enerate savlnp outside the 
health expenditure ':silo'. For example, hNhh expendlturH can reduce personnel and 
administration costs by enhancing retention and recruitment. By rationallslns health 
facilities or achievins efficiencies from outsourcing services, cost savings are made for 
Defence Support Group In terms of buildiiW maintenance and equipment. By 
introduclnt better e-health systems, savinp may be made for Chief Information Offtcer 
Group (ClOG}. Moreover, by keeplng mllhary personnel" healthier through preventive 
health and quality care, savings can be made for the Department of Veterans Affairs 
(OVA). It is Important to bear In mind mat since many of the efficiency salns accrue 
outside of JHC, the savlnss identified in this report represent a Commonwealth 
minimum from the reforms reviewed. 

• MEE Include all costs associated with the employment of a uniformed member of the 
AOF. They lndude all salary, superannuation, houslna costs (plus others) and any health 
costs (includlns outpatient, inpatient, allied health, pharmaceuticals, rehabllltatlon, 
mental health, psychology etc I. \n the JHC budaet MEE refers solely to the health costs -
all the other employment costs (salary, superannuation etc) are allocated to the 
respec:tiYe Service I.e. Navy, Army or RAAF. 

The 2009-10 Budget as at 28 Au1ust 2009 Is provided In Table 1.2. 

JHC Bud&et projections out to 2009-10 to 2018·19 as per the Defence Management and 
Finandal Plan (DMFP) are in Table 1.3. 
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lllledardl/ 
AMi 

ADHAEC 

AHS• 
ACT/S!ISW 

AHS-NTK 

AHS·TAS 

AHS·VIC 

AHS·WA 

AMI 

IIUITiiWWOIITH 

CMYH 
DCM(tl 

DCIFD 

DFPO 

Dt.cD 

DH~ 

DMHib) 

OliM 
OM 

D5WD 

FAMILY 
HEM.'fH CARE 

fLEET 

HMI.P 

JHSA Mldlal . 
Sln'lc8 

OCIHLTH 

OOGCHM 

ODGGttS 
ODGttf' 

OSGOHR 

0\I!IISW 

PRJG 

I'S8 

T1ble 1.2: JHC 1CJ09.10 8ucfcet as II 21/8/09 

' 

(a) 'Other' Is nMI!,..., (b) 'Other' Is capital. Saurce: JHC. 
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Table 1.3: JHC 8ucflet projec:tlans 20CJ9..10 to 2011-U 

ZCI09-10 2018-U 2011-12. 201Z-1J 2023-U JOU.15 2015-H 201&-17 

MEE before savings aaz.a 212..1 .... au ... , .... ...., tU-2 

SRPSilvinp -2.4 -2.4 -4.0 .. .o -U.D -17.0 -17.0 -ULO 

MEE witt\ savinp 21i0.4 219.8 300.9 315.2 316.7 379.0 389.9 400.2 

SUppliers UA 31..0 au; 22.6 !1.0 ~ 11.9 26.5 

Other 6.8 . 6.4 3.6 - fiA 

~ .... ... ... Jll.l -.! ..., 425.2 au 
ADF Gap Vur • MeE 4.5 4.6 4.7 4.1 4.9 5.:1 5..2 5.3 

Rewnue -o.l .0.1 4.1 -o.l .0..1 .0.1 .0.1 ·U 

El.Fl• $.1 7A 9.8 11A u.s 11.7 11.1 1U 

ELF2• 1.0 &.1 8.1 1.3 a.s 1.7 ... JJ) 

Total Without EU:2 JIO.I :U.Z.t ULJ JSU l'r/.1 G'l.l 44U 441.6 

'fatal 111.7 :MCLI JUA JIZ.1 <111.1 ...... 451.0 451.7 

Source: JHC:. Notl!!: The 2009-l.D year in hi pro.)eetlon$ daes not a11cn with ct.ta prcMdeclln Table 1.2.. " JHC ELF ktndina Is ywt w be confirmed. 
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2017-11 :111011-19 Totll 
DMFP 

GLI u:u t,ld.!l 

-18.0 ·l9.D ·117.1 

41!.11 4Jl.S J.527.7 

JO.J 21.0 291.0 

u . 2:9.9 

4510.1 ..u !,liN 

- 39.1 

-0.1 .0.1 -o.7 

U.9 12.2 lQ5..1 

9.0 u 85.8 

c.J. 41:1.1 J,IR.Z 

471.1 41U •ma.o 
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1.3.2 Health price inflation and population arowth 

The Defence SRP keeps the 5hare of Austraban Government expenditure on Dt!fence rouahly 
constant at around 2" of Gross Oomestlt Product IGDP). In line with constant GDP share, 
&rowth in the Defence dependant population iS tttus inflated In line with population arowth 
across Australia. Data for population projections are derived from the Access Economics 
De11101raphic model, which in turn is based on demotraphic data from the Australian Bureau 
of Statistics tABSI mld<ase projections for fertility, mortaltty, and miaratlon patterns. 

Health Inflation has tended to run at rates hl8her than the Consumer Price lnde~e (CPI). Health 
inflation data are derived from the Australian Institute of Health and Welfare (AIHW, 2009) 
historical series and compared to headline CPI, with the Ions term differential {0.4!Jr,) used to 
estimate the differential over the DMFP period. Headline CPI projections to 2018·19 are 
derived from the Access Economics Macroeconomic modef. 

Usifll these method$, estimates of populatiOn arowth and hera1e ltealth Inflation over the 
forecast horizon are pre&ented In Table 1.4. 

T•ble 1.4: Health Inflation and papulation pwth ul8d 1ft the modellns (" per 1nnum, 

Hlstorlat Health HeadUne Difference 
Projec.ted Health Population 

year Inflation CPI year Inflation arowth 
1998-99 2.5 1.3 1.2 2008-()9 3.!:1 1.31 

1~ 2.4 2.4 0.0 200!HD 2.2 1.30 

2000-01 3.g 6.0 -2.1 2010-11 3.3 1.28 
2001..02 3.3 2.9 0.4 2011-12 u 1.27 
2002-()3 3.5 3.1 0.4 2012-13 2.9 1.2ti 

2003-04 3.5 2.4 1.1 2013-14 2.4 1.25 
2004-05 4.2 2.4 1.8 2014-15 2.3 1.24 

2005-06 4.0 3.2 0.8 2015-16 2.9 1.23 

2006-07 3.3 2.9 0.4 2016-17 3.1 1.22 
l007-08 2.9 3.4 -0.5 201].18 2.9 1.20 

Aver 3A J.O OA 2018-19 2.9 1.19 
Sourte: Access Economics modellq for proj«ted yqrs biSid on ASS and AIHW data forhlstol'lc:al years. 

1.3.3 Measuring health outcomes and cost effectiveness 

Health outcomes are me;nured in Australia most commonly uslns 'burden of dbease' 
methodolagv (Beg et al, 2007; Mathers et al, 2003), where the standard unit Is the dlsabllltv 
adjusted life year (DALY). Many other health state metrics can be converted to DALYs- for 
example, pain measured U!illll a visual analosue scale pain score can be converted to a 
di5ablllty wei&ht usln& DISMOOII, a modeRirll tool developed by ttte Australian Institute of 
Health and Welfare (AIHW). The disability or DALY welaht can then be used (together with 
estimates of the duration of the pain and how many people experience it) to estimate the total 
years of life lost due to disability IVLD) from any given heahh state. VLD is one of two 
components of the DALY metric of wellbelna - the other is the years of life lost due to 
premature mortality (YLLt. 
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[Ill ecONOMICS Comrnerclat-in-confidence 7 



Health economic input in support of the SRP 

• Disability: DALY wei1hts are used to adjust a year accordlns to the extent of disease 
burden experienced. Zero represents perfect health and one represents death. The 
concept is similar to that of a quality adjusted life year (QALY), a metric of wellbeina 
where zero represents death (or no quality of life) and one represents ~rfed health. 
QALYs can be used when DALY conversions are not possible. QALYs Include no 
component for premature death. 

• Premature death: YLLs can be calculated from me relative risk of death, the number of 
people who die from a condition and their life expeaandes In the absence of that 
condition. 

Cost effectivenf!Ss analysis measures costs ln monetary terms and outcomes In natural units, In 
order to achieve a slven improvement In a health state. In contrast, cost benefit analysis 
measures both the costs and outcomes In monetary terms (dollars in Australia). Since there is 
residual debate about convertln& health states such as OALYs Into dollars (althoush this can be 
done by imputins the value of a stattstk:al life year as the value of a DALY avened}, It Is 
common in evaluation to use cost effectiveness analysis and, In panlcular, cost utility analysis 
-a subset of cost effectiveness analysis where the outcome metric Is a DALY or QALY. 

Thresholds based on Incremental cost effectiveness ratios (In $/DALY or $/QALY) can then be 
utilised in order to prioritise scarce resources and allocate them to areas where health pins 
can be made for an acceptable level of expenditure. 

• Thresholds for health servlces provided to other Australians Include Medicare Benefits 
Schedule (MBS) and Pharmaceutical benefits Schedule (PBS) fundina,. which use cost 
utility analysis. and cost minimisation analysis techniques to assess thmholcb of health 
service delivery for dvlllans). A variety of benchmarks are used to determtne Australian 
public flnanclnt thresholds for purchasing a QAlYor avertlna a DALY Including: 

• gross domestic product (GOP) per capita I.e. around $52,000 In 2008..()9 -In line 
with the World Health Oraanlutlon suldellnes that interventions whose c;ost 
effectiveness Is between one and three times GDP per capita per QALY gained (or 
DALY averted) are cost effective and those less than GOP per capita per QALY 
1alned (or DALY averted) are very cost effective', 

• $60,000- in line with the Department of Health and A11ein1 (Applied Economics 
2003); or 

• the value of a statistical life year of$151.000 In 20071
• 

1 http://Www.who.lnt/dloice/eo~~ts/CER_Iavals/en/indelC.html Aver.tse GDP per c•ptta for the Western Pacific 
region lncludlnl Australia Is shown M US$30, 708 wittl three times that shown as US$92,123 in the year zoos. 
• http:l/www.ftnMCe.p.au/obpr/docs/ValulfliStllllstkitlllfe. pdf 
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2 Rationalisation of health facilities 

Rationalisation can be considered in various categories: 

• rationalisation ac:rou the three services; 

• rationalisation of the number of health fadlltles within a basej 

• ratlona•lsatioo of the number of health facilities across a city or within a region; 

• rationalisation of annual health checks; and 

• ratlonaHsatlon of the ranse of treatments that are In ell cess of military requirements. 

Rationalisation across the three services b well under way with the creation of JHC. Whereas 
each of Army, Navy and Air Force has operated Its own health facilities in ttle past, there Is 
now the opportunity to harmonise health services ac:ross the three services, and for one 
facility to provide health services to mot'e than one arm of the military services. This has 
required a chan1e in culture and Is only partJv complete. 

Rationalisation of the number of health facilities within a base or re11on has the ability to 
provide economies. of scale •n manasement and support services, and to ens.ure fuller 
utilisation of medical staff, bulldlnss and equipment. Many small facilities are in use only part 
of the time. It should be emphasised that centralised primary health care can be oraanised in 
such a way that each person can still visit a preferred medal officer, as In the current 
arranaements for small facilities, if desired. It Is reco1nised that consolklatlon of fatiHtles will 
lead to Increased time and cost for travel to and from health facltltles.. 

Ratlonall~atlon of the number of facilities atso has benefits that are difficult to quantify. It 
reduces the amount of Information (mostly in paper form at present) that Is transferred 
between facilities, and ellilbles all records to be stored s.ecurely in one place. La,.er srouplnss 
of doctors enable them to usefully compa'e notes on cases. treated. The additional time to 
travel to a central health fadllty may reduce the number of consultations for minor matters. 

There Is also scope for rationalisation of the number of health chec::ks and the range of 
conditions that are addressed within ADF health. These are addressed In the context of pollc:v 
review In KRMS. 

The analysis In this section Is restricted to the ratlonaUsation of the number of health facilities 
In the sense of consolidatlns servk:es Into fewer health facilities and the corresponding closure 
of some facilities. Other sections In this report address the mix of services that are provided 
on-base and off·base. This mix, In turn, affects the on·base requirements for buildings, 
equipment and staff. The analysis In Sections 4 and 5 takes account of the chan1es In labour 
costs associated with chan1es In the mix of on-base and off-base services, tosether with 
chanses In the mix of ADF, APS and dvllian health personnel, and the mix of contracts and 
waaes. To avoid double counting, labour and equipment costs associated with chanses ln the 
on-base/off·base mix are not allowed for In th&$ section, but the associated costs of bulldlnp 
are lnc:luded. However, new buildln1s are the financial responsibility of the Defence support 
Group (DSG) and are outside the JHC purview. Financial responsibility for refurbishments is a 
trey area between JHC and DSG, while some of this funding could be attributed to the 
Enhanced land Force program. The rationalisation of the number of health facilities, in terms 
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of JHC SRP savin&s, thus becomes an i55ue of whether there are any additional sa ins above and 
beyond those from ICRM3 and ICRM4. While rationalisation of facilities Involves some 
refurbishment and improvement of buildings, It should not be seen as a substitute for onaolng 
proaramme of maintenance for bulldi!lRS. 

The practice for many yean has been to have multiple hetlth facilities, and this has been 
relnrorced by the independence of the Army, Navy and Air Force. Furthermore, in the case of 
the Army, there has been the practice of havlna a separate health facility, known as a 
Rqlmental Aid Post (RAP), for each regiment, based on the concept that the !'aliment lr; a unit 
that works together and can be relocated as a whole. These multiple facilities are In confllet 
with the new philosophy of efficient provision of health services throu&h joint health services. 
There is no c:llnlc:al need to haw multiple health facilities across a base, in terms of either 
regimental oraanisation or of quick aa:ess to health servic:es. A rqlment can still train as a 
whole and go on exercises toe ether without the nHd for health services to be provided at Its 
own RAP located separately from others. 

Defence Healttl, In Its various manifestations, has been examining alternative forms of health 
delivery for many years. There is a larJe range of options for the ways In which health services 
are pr011lded, depending on the combinations of services that are provided on base and off 
base, and combinations of ADF, APS and ciVIlian personnel that provide them. The sultablttty 
of options depends not only on costs but on assessment of the risks, and especially on whether 
an option is achievable realistically. It Is possible that different sotutlons are appropriate for 
different bases and retions. 

Recent assessments lndude Albury Wodonaa health facilities (Grosvenor Management 
Consultln& 2006) and an extrapolatlon to facilities nationally (Grosvenor Manaaement 
Consultln& 2007), the Cosent (2009) Review of ACf health facilities, and ttle KPMG (2009) 
Review of Darwin health fadllties.. Pqe 1 of the ACT study oudlnes the JHC's future service 
delivery model that has been under consideration for some time and, whilst It Is still 
conceptual in its nature, has the following features (whidt overlap many of the KRMs in this 
report). 

• A focus on inte1rated primary heahhcare In the on-base environment. 

• Dlasnostlc, specialist and hospital services will be purchased from external providers. 

• local care networks will be established. 

• Where bases wrrently have a number of smaller medical centres, these will be 'hub bed' 
Into a slnale primary healthcare centre. 

• Primary healthc:are centres will be staffed by ADF and contracted healthc:are providers. 

• ADF healthcare providers In deployable units wtll work from the primary healthcare 
centre when not deployed. 

• Where appropriate, a cadre staff will be provided to manage the facility and provide 
continuity when ADF healthcare providers are deployed. 

• Operating theatres currently on bases will be closed and surgery will be sourced from 
private providen. 

• One/two additional centres of excellence/embedded ADF wards along the lines of the. 
---••In Sydney may be developed (e.g. Brisbane, Darwin or Perth). 
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JHC is actively lnvestl&atin& rationalisation of tht number of fadlitlts within many bases and 
between sets of bases that are near to one another. lhe need for review Is reinforced In some 
cases by the existence of old buildinas that are not flt for purpose. The ACT study proposes a 
rationalisation of health services which ml&ht be Uied as a blueprint for other locations. Wh~e 
the underlying objectives and principles will be the same across other locations., the solutions 
In terms of costs and savings are likely to be variations on the same aeneral theme, with 
differences depending on local circumstances and requirements. 

2.1 Sites identified as amenable to rationalisation 

Rationalisation ot the number of fadltles Is feasible at sites where there are several facilities 
within a travel ttme of, say, 10-~0 minutes In metropolitan areas or within 30kms In rural or 
remote locations. lhls applies particularly to Army bases where In many c:ases there are 
multiple facilities located on one base. In other cases, times and costs of travel restrlc:t the 
amount of consolidation that is prac:tlc:al, especially within dtles. 

This report focuses on rationalisations at just four sites, namely canberra, Darwin, Brisbane 
and Townsville. In the ACT, the Army, Navy and Joint Command between them have three 
health fac:illtles within 10 minutes of one another, and two others about 20 minutes away. The 
Cosent Review for the ACT has proposed that these be consolidated Into a slnale facility. 

Th& Army bases at Darwin (Robertson Barraeks), Brisbane (Galllpoll Barracks at Enouera) and 
TownsviUe (Lavarack Barracks) each have a central multi-service medical centre and a number 
of real mental facUlties, most of which are used only for consultatlons and sick parade. There Is 
also a separate dental centre at some sites. This report examines consolidation into a slnale 
facility at each of these three blses. Additional consolldatloos of Naval and RAAF health 
facilities have been proposed for Darwin, and additional consolidation of RAAF and other Army 
facilitieS have been proposed for Townsville, but t.hese are not lnduded In the present 
ca lculatlons. 

Rationalisation of fadtltles could be repeated at some other locations throushout Australia In 
addition to Canberra, Darwin, Brisbane, and Townsville. Further cains could be achieved at 
sltfi 5uch as Holsworthy by dosure of small fadlities and consolidati"l the servk:es into an 
enhanced multi-service facility. On top of this, there Is the potential for additional Rains by re­
allocation of existing services from bases to local providers, especially where there Is 
Insufficient use to warrant havlna staff and malntalnlna equipment on base. 

The basis for the net savings in cost Is reducing duplication of underustd bulldln~ and 
equipment, and reallsln& aains from economtes of scale in manaaement, support services and 
the operatina costs of buildlnss. Some small facilities are in use only part of the time. There Is 
some scope for economies of scale in the provision of professional services by fuller utilisation 
of staff and equipment at a eentral faclhty. 

In many cases surpiU$ bulldlnss are below satisfactory li'landards for building codes or for 
health use, and would require refurbishment before they could be used for alternative 
purposes. It Is assumed that they have no residual value. Similarly, much of the surplus 
equipment, e.g. x-ray machines, Is obsolete and has no market value. 

Surplus profeuional 5taff would mostly be civilians on contacts. Given time scales of one to 
two years for implementlna changes, it is expected that most contracts could run their natural 
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course without early termination and the posstblllty of penalties. Where there is excess 
demand in the community, especially for doctors, dentists and nurses, they should have little 
difficulty in flndlna alternative employment. Administrative and clerical staff are mainly from 
the ADF and APS and would be either redeployed or seeking positions elsewhere. 

Consolidation of facililies would lead to travelling increased distances for some personnel, and 
hence Increased travel time and cost. The costs of shuttle services are allowed for In the 
calculations. Any Increase In time away from tralrina is perceived as a hlah risk, but Access 
Economics considers that such objections could be accommodated with the riaht levels of 
commitment. 

It \s noted that In some cases there is the potential to achieve savlnrs by taklna services to 
personnel. One ewample Is sendins personnel home from hospital soon after suraery and 
using visiting nurses to care for them at home. Where special hospital facilities are not 
required, the home cost is muc;h less than for a hospital bed. 

2.2 Methodoloslcal approach 

The rationalisation of the number of fadlltles Involves expenditures on new buildlnp and 
alterations to exlstlng buildings, and chanaes in the annual costs for buildlnas, equipment and 
staff. The tasks are to establish the costs for current situation and for the new situation. 

The emphasis has been placed on staff. The procedure is to Identify all staff, by job 
classlflc:atlon, for the current fadllttes that are to be amalsamated, and to esllmate which of 
these positions would be lost in the rationalisation. The differences In staff numbers within 
the various classifications, multiplied by the correspondlns labour costs, then 11ve the chanae 
in cost. 

The Nquired data are complete lists of staff poslttcms and labour costs. It b then a matter of 
jud&ement to Identify the redundancies In the consolidation, and some of these may be driven 
by workloads that are currendy low. Consolidation would lead to a loss of red1.1ndant base 
manaser positions, and there would presumably be some losses In cleriCal staff. 

Low workloads mlsht be detec;ted by comparison of consultations per doctor (or other 
position) across bases. It is possible that even where a RAP has only a fraction of a position, 
the workload could be below average. A low workload would Indicate a situation where 
consolidation would save costs. Calculation of workload depends on the number of 
consultations (or consultation hours) and the number of staff. Data for consultations are 
available from MIMI (except for southern Queensland) and HealthKEYS (for southem 
Queensland}, but are of variable completeness across bases and are also of variable quality. 
Calcutatlons of worldoads Indicate gaps In the data. There are also differences between bases 
In the average time per consultation. The data were not of sufficient quality to identify low 
wort loads. 

An alternative approach is lo calculate the ave race number of persons per staff position. This 
number Is complk:ated sltahtly If allowance Is made for the number of periodic health 
assessments for permanently employed reservists. AcC:IS$ Economics had access to numbers 
of ADF personnel for bases, but not always for Individual health facilities. Aaain, the results 
Indicated gaps in the data and were not suffiCiently complete to draw conclusions. 
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Rather than maklns )UdJements about redundant staff positions, there is a view that staff 
number should be determined by the ADF population and the appropriate number of staff 
(e.g. medical officers) per person. For example, a ta11et of one GP per 600 to BOO persons 
could be used, compared with around 1 GP per 400 or 500 persons at present and 1 GP per 
1,000 persons in the wider communlty10

, while the US Air Force uses 1 GP per 750 persons. 
Howe11er, this section does not pursue such an approach because It addresses the quantity of 
health services (see section 6) and expectations about entitlements of service, rather than just 
workloads and the rationalisation of bases. It Is noted that application of a rule of 1 GP per 
750 persons to effectively 6,000 AOF personnel in Canberra &lves 8 GPs, compared with 11.1 
reported in the Ca11ent review (p. 21). 

Refurbishment of bulldlnes artses from the need to re-arranae the interiOrs of Health Centre 
bulldlnp, after selected services are moved off base, In order to accommodate the services 
currently provided In the RAPs and other fatllhles that would be closed. The average cost of 
refurbishment Is assumed to be $10 million. If lnsuftlc:lent floor space is available, It may be 
necessary to erect new butldlnss. It Is assumed that office furniture and medical equipment 
(and dentists' chairs} can be re-used In the consolidated facUlty. To the extent that It may be 
time for equipment to be replaced, that should be part of the ongolna proaram of renewal and 
not attributable to rationalisation. It Is assumed that e~ecess buildlngs and equipment have no 
residual value. 

Annual opel'ltlnl costs would be reduced bV consolidation. It Is assumed that fac:llltv costs 
(for utilities, alr-condltlonlna. heatlnK. repillr and maintenance (R&M), fire protection, deanlng 
and waste removal) would be approximately proportional to floor area w"hln each base, 
althOUJh the cost per unit area ml1ht vary between regions accordln1 to the climate. A value 
of $57.4/sq m for faciNtv costs •• used In evaluatlq the business case for the operatlnl 
theatre at RAAF Edlnburah (Area Health Services SA, 2009), ahhouah JHC (14July l009,1tem 5) 
considered this value to be underestimated. A value of $100/sq m Is used In the Access 
Economics analysis. It Is assumed that the ave rase floor area of a RAP Is 500 sq m. Costs of 
communications and office supples would be approximately proportional to the number of 
consuttatlons and treatments, but are assumed to be small. 

The Grosvenor Report (2006) for the Albury Wodonp He11th Otntrt IAWHC} is a case study 
that addressed many of the Issues covered in this Access Econornia mport. It examined the 
costs and risks associated with alternative models for the delivery of health services at the 
Latchford (Barracks) Health centre (at Boneslllat and the smaller South Bandlana RAP that 
provided only primary health care. Elaht options were examined. Thev covered various 
combinations of upsrading the fadlitles and consolidating the two fatUities, but also examined 
provision of hospital beds, operatlns theatres and outpatient, dental and physiotherapy 
services off site. They also consldemd chanaes In staffine, by consolidatlna the many individual 
contracts, or by full dependence on APS health personnel (and none on contractors), and by 
the possibility of all services beins provided by means of a single turnkey contract. The 
analysis looked not only at costs but placed great emphasis on assessment of risks. 

The averaae number of personnel at the Albury Wodonsa bases was around 1,400, where the 
ret~ular personnel of around 500 were supplemented by many trainees on short term vlsln. 
The AWHC results show that consolidation of two centres into one reduced costs by $487,000 

10 
A«ordlf11 to the 10011 Census, there were- 21.647 GPs, servlcln1 a population of 20.57 million people. 
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but partly offset by shuttle bus costs of $111,000 (option 3 relative to option 2). The cost 
saving was based on a,. assumed reduction of 15" in the number of contracted personnel. 

The AWHC report found that replacement of the on-site 20-bed hospital and 24-hour on-calt 
service by the use of local hospitals Increased costs, althoush this result depended stronsly on 
the assumption that 10 beds would be required at a cost of $550 a day or $200,000 a year. 
Annual operat1n1 costs Increased by $1.27 million, of which $124,000 was accounted for by 
additional transpon costs by shuttle bus (see option 7 relative to option 2). The second 
Grosvenor Report (2007) used an averase of 6.4 beds a day, and the extra annual cost was 
reduced to $869,000. 

While Access Economics is Inclined to consolidate all services at each site in a one-stop Central 
Medical Centre, building costs can be reduced by rtt1inin1 two faclltles. A loslcal separation 
is medical and dental. Until electronic record keeping Is used widely, It Is hJahly desirable to 
keep all medical records in one place on a base. 

2.3 Canberra 

A wide raftle of health· servtces Is currently provided for the ACT at Duntroon Medtcal Centre. 
There is primary health care only at Duntroon RAP, HMAS Harman Health Centre and Weston 
Creek Health Centre. Russell Health Centre has primary heatth care, dental services, 
psycholoslcal services and a pharmacy. Further details, induding staffin~; are liven in Annex J 
of the Cogent Review (2009) for the ACT. The number of permanent ADF personnel is around 
5,550, but health services are also provided for around 250 foreign personnel. Annual and 
five-year assessments only are provided for 1,000 or so reservists In permanent employment. 
There is thus the equivalent of atCKind 6,000 full-time ADF personnel using the health servill!!s 
in Canberra. Cosent gives the dependency as 6, 715. 

The Coaent Review found that the only long term solution for the future provision of health 
services in the ACT was the construction of a new purpose-built fadity located In the vicinity 
of Duntroon. It now appears that this will be bu•lt In 2011·12, and the analysis assumes that 
this Is the case. The cost would be around $20 million and borne entirely by DSG. 

For the shorter term, the Review considered three optlons that all deliVered the same range of 
services, but differed in the total number of sites and In whether services would be provided 
on site or off site. AlthOUih the shorter term solution has been superseded by the decision to 
build, It will be described because it addresses most of the chanaes that are Incorporated into 
the range of services and method of operation for the new bulldln1. It also serves as a model 
for the refurbishments on bases elsewhere. The recommended option ls desaibed In Annex I 
of the Review. 

• All .services would be consolidated at Duntroon Health Centre which would be 
refurbished and UPStaded. 

• Primary health care (scheduled assessments, sick parade, consultations, and specimen 
collection for pathoiOSY) qether with allied nealth services (physiotherapy, 
rehabllltation1 pharmacy, podiatry, dietetic and psycholosy services) and dental services 
would continue to be provided on site, although the more difficult cases would be 
referred outside. 

• The existlns operatlna theatre and 28·bed hospital ward would be closed and the 
correspondlns services provided In local hospitals. However. hospitalisation would be 
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' 
minimised by the Introduction of vlsitlna nurslna ca111 In homes and barracks for post• 
sursical patients where~~er possible. A new small hostel-type facility near the medical 
centre would provide o~~emight care where needed, e.g. to provide appropriate duty of 
care for youn1 slnsles. 

• All on-site consultations for surserv and for specialist outpatient services would be 
discontinued and moved off site. 

• All on·site x-ray services would be discontinued, which means that all diagnostic services 
(radloiORY, lmaBins, patholotv) would be provided off site. 

All these recommendations will Implemented In the lead up to the new buildln1. e•cept for 
refurbishment of Duntroon Medical Centre and the erec:tlon of a separate hostel-type factllty, 
because It can now be Incorporated into the new bulklln&. It is assumed that current 
arrangements for oontlnulne services would be maintained until the new buildins could be 
occupied In 2012-13. However, as soon as possible, the operatlnl theatre; x-ray serviCeS and 
on-site specialist oonsultatlons would be discontinued, and the Inpatient services reduced to 
low care cases in half the ward. The centre Is at present not 'fit for purpoH' because of 
slanlficant deficiencies, especially In terms of fire safety and electrical sat.ty, but also In terms 
of tfte Building Code and air conditioning. Closure of the operatlnt theatre and chan11111 the 
inpatient ward to low care cases would render the buildlns fit for Hrvlce althouah some minor 
uptrades would be required. 

The Co11nt Review edvises that radlolofrl be outsourced as 500n as posslbte, preferably before 
spiry of the current contract In January 2010. Savlnas would commence In 2012-13, after 
other factlltles were closed and all remaining activities were mo~~ed to Ountroon. 

Inspection ofthellst of all current medical 'taff across the ACT (COJent, Table 13) suaests that 
savlnts m~&ht oonsist of 1 dental man.t1er, 3 nurses, 2 dental as~stants, 3 clerical officers and 
3 other persons, for a total saving of around $845,000 a year uslnc the contract salaries In 
Table 4.4. It is assumed that all doctors and dentists are working to capacity so that there 
would be no rt~ductlon In their numbers or salaries. This estimate excludes the savlnas from 
closure of on-site services and transfer to off-site because these are allowed for in ICRM 4 
(Section 5). In panlcular. it does not indude savlnp associated with staff on th• inpateent 
ward. It is noted that a minimum of 4.5 staff are required for full·tlme operatiOn of even a 
hostel-type facility, and some additional staff would be required to maintain liaison with 
hospitals for tdmlsslons and for subsequent follow-up by vlsltlna nurses 

It Is assumed that operatlna costs for the new bullden1 would be approximately the same as for 
Duntroon Health Centre at present. Closure of other bulldlnp would result In a reductiOn of 
around $150,000 In the annual operating costs of buildings. 

Consolidation of facilities would lm:rease travel dilitances and travel times. Persons within 
walklna distance of the new Duntroon Health Centre would be expected to walk, if able, while 
others might use their own cars or schedule health visits to coincide with other visits. A 
shuttle bus service would be provided for those not on the Duntroon site and for those at 
Duntroon who were unable to walk to the Centre. There were 87,500 visits to ACT health 
centres In 2008 (MIMI datal, which corresponds to an averase of 350 a day if all visits wert- on 
week days (and about 15 vlsns per person per veart. Given the tarse distances and times 
between fadlities, It is assumed that twa shuttle buses would be required. The lar1e demand 
early In the day for sick parade might be reduced by staggering the time for sick parade. The 
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Grosvenor Report (2006) for Albury Wodonga used an annual cost of $111,000 for trips 
between two bases. It Is assumed that the annual cost of two shuttle buses Is $240,000. Note 
that additional transport costs associated with moving services off-stte are not Included In tflts 
analysis because they are allowed for in KRM 4 (Section 5). 

Z.4 Darwin 

There are 11 facilities at Robertson Barracks. The Robertson Barracks Medical Centre {RBMC) 
provides most services, but not dental seNices. The 1 CSSB RAP provides primary health care 
plus dental and psvcholoaical services. PSSNT (actually at Wlnnellle and not on the base) 
provides only psyehoJosical support services. The other eight facilities are RAPs that supply 
only primary health care. There are around 4,100 ADP personnel at the base. 

It Is assumed that RBMC and 1 CSSB continue operation. It Is understood that PSSNT will move 
to the HMAS Coonawarra Medical Centrt. It is assumed that the remaining eight facilities are 
closed and that their primary health care services, tosether with those of 1 CSSB, are 
transferred to RBMC. 

It is assumed that the rationalisation at Robertson would replicate that for Canberra, where 
relevant, by reducinl the Inpatient accommodation from 22 beds to around 10 beds and 
closin& the K-ray service. These chanaes, together wHh some reof1anlsatlon of existing rooms 
{KPMG 2009, p. 14) should 10 a lona Wifli towards providing consulting rooms and examination 
bays to replace those In the RAPs, and consolidating all medical records at RBMC. If necessary, 
additional capacity could be achieved by eKtendlng openinc hours to 12 hours a day, 
transferrlns dietician sef\llces or some non clinical services to 1 CSSB and, In the last resort, 
in1talllng demountable bulldinJIS. 

KPMG has described the benefits of a single hub health facility at Robertson Barracks, while 
maiBtalnlng a separate he&~lth company (1 CSSB). It cautions against us1111 any of the RAP$ as 
sub-hubs as part of a transitional process. A planntns period of around six months would be 
needed to sather information about requirements for the hub and to spell out and aaree how 
it would operate. KPMG has addressed In some detail how the existing space could be 
reorganised to accommodate additional consultlns rooms, examtnatlon bays, and lncrea5ed 
areas for stores, pharmacy, reception and stora1e of health records. If insufficient space Is 
available, non-clinical I administrative components should be delivered from demountable 
fadlitles. Given the many uncertainties, It advises that RAP$ be dosed in a phased manner so 
as to evaluate each stage and learn from any shortcominas and problems (KPMG, p.11). 

KPMG has proposed a timeline which starts with a decision to proceed beln& made In October 
2009. Evaluation of data, capadtv requirements, reconflguratlon plans for bulldlnp and 
revised operational procedures should be complete by April 2010, at which time building 
works woukt commence and new operational procedures would be ~mplemented. An 
iHustratlve completion date of April 20111s given but the act!Jal date would depend on the 
overall capacity requirements Identified and the extent of Infrastructure development 
required. There would then be a phased transfer of RAP functions to RBMC. Some RAPs are 
not fit for purpose, and these would be moved preferentiaUy, and before completion of 
refurbiShment where ponible. 

The Access Economics assumptions and arrangements are much the same as for the more 
detailed KPMG proposal, except for the removal of some beds from the inpatient area. WhUe 
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KPMG does not commit to estimates of floor spaces and stafflns requirements for the new 
arrangements, such estimates art required for the purposes of the Access Economics analysis. 
It wiU be assumed that all functions can be contained within RBMC and 1 CSSB without the 
need for demountables. Consolidation of staff at RBMC should result in a small reduction In 
total staff, provided that the pressure to appoint additional managers Is resisted and there is 
no loss of workin1 time throush havirw additional meetings. Staff chanaes in the inpatient 
area are not considered here because they are allowed for In KRM4 (Section S). In the absence 
of Information about workloads, it will be assumed that medical offtcers are workil'll dose to 
capacity and there would be little savinaln numbers. However, it IS assumed that there would 
be a savlfti of one GP, three nurses, and~~ other person at each of el&ht RAPs, for a total 
annual saving of $1.11 million at contract salaries (see Table 4.4). 

Refurbishment costs are assumed to be $10 miiNon, funded equally by DSG and JHC, and 
annual savlncs In operatll"tl costs for buildings are estimated to be $400,000. 

It Is anticipated that changes would protress more slowly than sugested by KPMG. For the 
purposes of lllustratiCHIIt IS assumed that costs of refurbishment would be $10 million and be 
distributed equally between 2D1Q-ll and 2011-12. The RAPs would be closed sequentially at 
one a quarter tommenclna ;n April 2011, only nine months after commencement of 
refurbishment Full saYings would be achieved In 2013-14. 

While pefSOnnel would be expected to walk to the health centre, if able, a shuttle bus service 
would be prOYtded for those who could not, and for those at more distant locations, at an 
auumed ~of $120,000 a year. 

2.5 Brisbane 

There appear to be ten active health fatillties at Enogera. The Enogera Health Centre 
currentty provides a wide ranse of servlces,lndudll'll dental, while the Enogera Dental Cantre 
provides onty dental serviCes. It is assumed that the Health Centre would be retained and the 
Dental Centre would be c:losed. The other ei&ht fadlttles are RAPs that provide only primary 
health care, and It Is assumed that all of them would be dosed. There are around 3,704 ADP 
personnel at the base. 

It Is proposed that the rationalisation at Enoasera replicates that for Canberra, I.e. close the 
operatins theatre, reduce the inpatient accommodation from 52 beds to around 10 beds, and 
close the x-ray and patholosy services. (There Is a view that the operatln& theatre $hOuld be 
retained for trainiRIJ purpose$, but Access Economics considers that such tralnlna could be 
achieved, and with a more representative range of procedures, In local hospitals.) Additional 
consulting rooms and examination bays would have to be found at the Health Centre to 
accommodate the displ•ced RAP consultln& moms and examination bays. This could be 
achieved by the closure of 5ervlces and the reduction in the number of beds at the Health 
Centre, as described above. In addition, all dental services would be consolidated at the 
Health Centre. 

It is assumed that arrangements for the closure of e~elstlng services could be made In 2009-10. 
Closure of 42 beds would provide a lot of floor space for other purposes and, unlike Duntroon, 
there would be no need for an additional hostel-type bulldll'l(l. Refurbishment, commencil"tl 
with the Inpatient area, would occur durlne201Q-11 and 2011·12, with sav•rt~s commencln8 in 
2012-13 If not earlier. As sugested In the KPMG Review for Darwin, it would be advisable to 
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close the RAPs in a phased manner so as to evaluate each stage and learn from any 
shortcomlnss and problems. 

It is. assumed that there would be a staff savings of one GP, three nurses, and one other person 
at each of el1ht RAPs, for a total annual saving of $1.11 mllllon at contract salaries (see Table 
4.4t. 

Refurbishment costs are assumed to be $10 million, funded equally by DSG and JHC, and 
annual savings in operatinl costs for buildi111s are estimated to be $440,000. 

While personnel would be expected to walk to the health centre1 If able, a shuttle bus service 
would be provided for those who could not, and for those at more distant locations, at an 
assumed cost of $120,000 a year. 

2..6 Townsville 

There appear to be nine active faclllt"' at Lavarack Barracks. The Medical Centre provides 
most services but not dental servk:es, while 3 CSSB has dental services, primary health care, 
mental health services and Environmental/Preventative Health. The other seven facilities 
have only primary health care. There are around 4,466 ADF personnel at the base, but this will 
Increase when 3 RAR Is transferred to Townsville from Holsworthy. 

It Is assumed that the Medical Centre and 3 CSSB continue operation. ~I primary healm care 
would be consolidated at the Medical Centre. It is assumed that the seven minor facilities are 
closed and that their primary health care services, together with those of 3 CSSB, are 
transferred to the Medical Centre. All dental services would remain at 3 esse, together with 
the consolidation of all mental health services. 

AdditiOnal consuhlna rooms and examination bays would need to be built at the Medlc:al 
Centre to accommodate the consultlnt rooms and examination bays currently at the RAPs and 
3 CSSB. This space would be gener&tec:l by reducing the inpatient accommodation from 30 
beds to around 10 beds, and closing the x~ray and patholosv serviceS. Any shortfaR in space 
ml&ht be accommodated by increasin& business hours or by the use of a demountable 
buildins. It is hishly desirable to keep all primary health care and medical records at one site, 
whiCh means avoidlnt use of a RAP. 

It is assumed that arransements for the closure of existlns servtces could be made In 2009·10. 
Refurbishment, commencJns with the Inpatient area, would occur durina 2010·11 and 2011-
12, wtth some savtrt~s tDmmenclrw In 2011-12. As sugaested In the KPMG Review for Darwin, 
It would be advisable to dose the RAPs In a phased manner so as to evaluate each sta1e and 
learn from any shorttDmlnp and problerru. 

It is assumed that staff savlnp would be one GP, three nurses, three receptlonlsu, and one 
other person at each of seven RAPs, for a total annual savina of $1.24 miUion at contract 
salaries (see Table 4.4). 

Refurbishment costs are assumed to be $10 million, funded equally by DSG and JHC, and 
annual savinss in operatin& costs for buildings are estimated to be $350,000. 
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While personnel wou1d be expected to walk to the health centre, if able, a shuttle bus service 
would be provided for those who could not, and for those at more distant locations, at an 
auumed cost of $120,000 a year. 

z. 7 Other sites 

\nspection of the list of all ADF health facilities .shows that Canberra and the A.rmy bases In 
Darwin, Brisbane and Townsville that have been examined provide the areatest opportunities 
for rationalisation of the number of health facilities. These are followed by the Holsworthy 
Army base which has five facilities, and then there are aroups of two or three bases or facilities 
that are relatively close tOBether. Of course, rationalisation Is not possible for Isolated bases. 

z.a Summary of model flndinas 

Estimates of annual net cost savtn1s to JHC from rationalisation of health facilities In Canberra, 
Darwin, Brisbane and Townsville are summarised In Table 2.1 for the period 2009-10 to 2018-
19, together with the component expenditures and savlnp. Costs and savings are escalated 
over time accordlns to the health price inflator. (This underestimates enei'IY Hvinss which 
are likely to Increase at a greater rate.) These results are for the rationalisation of the 
numbers of bases and numbers of facilities within bases. They exclude costs savtnss obtained 
from movlna servlats off base. The totat net savtns for Canberra, Darwin, Brisbane and 
Townsville over the period Is around $19.1 milion. Once the rationalisations are complete the 
annual savins is amund $5 mllnon to $6 million a year. 

These results are far bases with personnet totalllns around 18,000. Given that there are 
around 50,000 AOF per50nnel on bases within Australia, It cannot be inferred that total savlnas 
across all bases would be 50,000/18,000 of $19.1 million or $53 million. The four sites account 
for the majority of the savl nas and It Is auumed that the sum of all other rationalisation would 
Increase these results by around 33". It Is expected that the total net cost savlns to JHC for 
Australia is of the order of $25 million, and the annual savll'll after completion of 
refurbishment Is of the order of $7 million to $8 million. 

The results are driven by as5umptions and values of key parameters that are considered to be 
realistic, but for which there is no firm evidence. In this sense the results should be 
interpreted as illustrative. The major parameters for each location are: 

• the costs of refurbishment and major new butldinss; 

• the annual CO$t of a stluttle bus service; 

• the savings In staff and hence annuat tabour costs; 

• the savinp in annual operatins costs of buildlnss; and 

8 the times at which the chanses are implemented and the savinss besln. 

All the costs and savings are lncu«ed by JHC except for new buildlnp and R&M, both of which 
are funded by DSG. (R&M has been ommed from the c:alculations.) The source of funds for 
refurbishment is uncertain and subject to negotiation. It has been assumed that JHC provides 
half the funds, on averase, for the refurbishments considered in this analysis. Access 
Economics finds that the most important assumptions are the savinas in staff, followed by the 
amount of funds for refurbishment provided by JHC. In the absence of reliable data about 
worldoads or familiarity with procedures at RAP5, the savings in staff are subJective. 
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In the worst case, a halving of staff savings would reduce the net result out to 2018·19 by 
$22 million, while there could be an additional cost to JHC of up to $20 million ($1S million 
plus 33~) for refurbishment. Such a combination is highly unlikely. On the other hand, there 
is the possibility of savinas belna areater by the same amounts. 

It has been assumed that refurbishment of central health centres in Army facilities would 
commence in successive years at Brisbane, Townville and Darwin, and extend over two years 
because of the need to maintain services durins the changes. It is then assumed that services 
are transferred sequentially at quarterly intervals from RAPs to central fldlltles. The tlmtna of 
the rationalisation process Is subject to considerable uncertainties about the times required to 
reach asreement to proceed and to obtain fundlq. The production of detailed plans. the 
letting of contracts and the time for construction are more predictable, but also subject to 
variation. 111ere are circumstances under which the assumed tim& table could be either 
brousht forward or del;ayed. 

The Grosvenor Report (2.007) extended the methodoiOBV used far the Altlury Wodonp Health 
Centre to all bases In Australia 1nd to additional options. It found that the annual savins from 
're-e,.lneered delivery' which comprised 'refurblshl111 exlstlq facilities, re-enstneerint 
current proct!sses and resource allocation, and consolldatin& exlstlna contracts by serviCe' was 
$12.4 million (option 2 relative to option 1, the base cue), based on an assumed reduction of 
15" In the number of contracted personnel. There was a one-off traMitlon cost of 
$17.6 million but capital costs of refurbishment were not lnduded. 

The additional annual savlns from rationalisation of bases wt!bin dose proximity of one 
another was $12.4 million (option 3 relative to option 2), based on an assumed additional 
reduction of 15% In the number af contracted personnel. Capital costs of refultlshment were 
not included. The time for implementation was estimated at 4 to 24 years. 

The Access Economics calculations correspond to the Grosvenor rationalisation plus part of the 
Grosvenor re-ensineerlng. The annual sav1n11s In .Table 2.1 are lower than the Grosvenor 
savinp, and a major reason for this Is that the Grosvenor rationalisation calculations are based 
on a reduction of 3C* in the number of contracted personnel, which seems excessive. 
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Table 2.1: JHC bud8et lmpKt of ndionallallan af the number of fad lUes (nGI'I'Iinal $) 

Description 111-10 ~11 11-U 12-U u-u JA.lS 15-16 

Canberra 

New elCP!nditures 0.0 -o.3 -D.3 -0.3 -Q.3 

Savln11s 1.1 1.2 1.2 1.2 
Net savlnp Canberra 0.0 0.9 0.9 0.9 D.9 

Darwin 

New expenditures -2.5 -2.6 -0.1 -D.1 

Savings 0.0 0.6 L3 1.6 
Net savlnp Darwin 0.0 0.0 -2.5 ..z.o u 1.5 

Brisllane 

New expenditulti -2.5 -2.6 -o.t -0.1 -o.l -D.l 
Savings 0.4 1.1 1.6 1.6 1.6 

Net savlnp Brisbane ·2.5 -2.3 1.0 1A LS 1.5 

Townsville 

New expenditures -2.5 -2.6 -0.1 -o.1 ..().1 

Savinp 0.4 1.2 1.7 1.7 
Net ravtnp Townsville 0.0 ..z.s ·Z.2 Ll 1.5 1.6 

Canberra+Darwin+Brtsbane+ Townsville 

New expenditures -2.5 -5.1 -5.5 -3.2 -Q.7 -0.7 
Savings 0.0 0.4 2.7 4.5 5.8 6.2 

Net SIIVinp for the IIDove tour sites -2.5 -4.8 ·2.8 1.3 5.0 5.5 

Net savings for other bases -o.a ·1.6 -o.9 0.4 1.7 1.8 

Total net savU.s ·facilities miDnalution ·3.3 -6.1 -a..a Ll 6.7 7.3 

Source: AccesJ Ecancmlc:s. Nate: Includes capial and rea.mmt eqlleflcJture lt!err5. 
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-o.3 

1.3 

0.9 

-0.2 

1.6 

1.5 

.0.2 

1.7 

1.5 

..().2 

1.8 

1.6 

-o.a 
6.4 
5.6 

1.9 

7.5 

17·11 1S-1t Total 

-o.3 -0.3 ·2.1 
1.3 1.3 8.5 

LO 1.0 6.5 

-o.2 -0.2 -5.9 

1.7 1.7 8.6 
1.5 1.6 2.7 

-0.2 -o.2 -6.2 

1.7 1.8 11.6 

1.6 1.6 5.4 

-o.2 -0.2 -6.0 

1.8 1.9 10.5 

1.1 1.7 u 

-o.a -o.a ·20.1 
6.6 6.8 39.3 

5.8 6.0 19.1 

1.9 2.0 6.4 

7.7 7.9 255 
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2.9 Key risks - proposed facilities rationalisation 

Risks Identified by JHC In relation to the intesrated health workforce KRM were as follows. 

• Availability of Major Capital Funding to fund new facilities and timellne to rebuild 

• Any demountable solution beyond $5 million requires Public Works Committee (PWC) 
approval 

• Demountable solutions have a siM year life, before requiring major refurbilhment 

• Any permanent capital works beyond $20 million requires PWC approval 

• ResiStance from Services to a chan&ed heahh delivery model 

These risks relate to fundin1 and the possibility of deferment and delays. It Is assumed that 
changes descrtbed In the precedin& sections will occur, without major compromise, but It Is 
reqnlsed that resistance to change by Se rvlces may result in delays. 

The model ftndints summarir;ed in the previous section use best estimates of the undertyinl 
parameters. In particular, it is assumed that JHC prCHides $15 million (or 5~) of the cost of 
refurbl5hments. The risk analysis in Section 9.2 allows for variation In the amo~a~nt of the JHC 
contribution to refurbishment, and hlflher and lower savlnas from reductions in the number of 
staff at medical facilities, exdudlng savints arislnt from tl'lnsfer of services from on base to off 
base. Variations In dte costs of shuttle buses and in savints from reduced total operating costs 
for buildints are both relatively small and are not included in the risk analysis. 

While earlier and later dates for refurbishment, and hence the commencement of savl1115, are 
of Interest, they are not lnc:l~.tded In the risk analysis because of the larae uncertainties. The 
tlmln1 Is driven more by Services reachtns agreement with the JHC plan than by technical 
Issues. Also, achleviRs the full benefits of the plan will depend on the level of c:oopel'ltlon In 
implementing the chanaes wlthin bases. Delays would reduce the total savings throuth to 
2018-19 but would still Increase the annual savings, once the changes were In place . 
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3 Introduction of the Joint eHealth Data and Information 
(JEHDI) system 

For the last two decades, althou1h hopes for e-heelth to revolutionise Australian healthcare 
have been hl&h and while virtually every other sector of the economy has been fully 
computerised, many health are professionals and adminlstrator5 still work with pen and 
paper. This economy-wide picture has been mirrored in Defence. The past 20 years have seen 
two long-term efforts at Defence e-health falter, and althouah some Defence health record5 
have also been captUred In various electronic formats, paper remains the fundamental core of 
the system. 

A third Initiative, JEHDI, is about to beeln, but is still very much In the early prototype stages. 
This makes evaluation of its potential benefits problematic. As the European Commlsslon 
(2006t notes, even lo111-lived and wkle-spread established e-health systems have proved 
difficult to evaluate in economic terms. 

3.1 A short history of Defence e·health 

In 1989, the Defence Reelonal Support Review Identified the need to centralise and 
computerise ADF health reeards. Today, 705 of defence health records are solely paper­
based, and those that are computerised are splli between a number of systems that do not 
communk:ate wall with each other, lht all (Department of Defence, 2009b). 

3.1.1 Phase 1: He•lth Systems Redevelopment Project (1989-1999) 

In 1990, Defence besan the Health Svstems Redevelopment Project (HSRP), based on a 
'commercial off the shelf" software pac:kqe. The Audit Office (1997) stated that It was 
'concerned about the length of time the project has taken ·It has been under development for 
seven years, and has yet to be Implemented'. The ANAO also noted that the HSRP and 
syStems for OHS and pharmaceutical manqement had been developed in Isolation from each 
other, and could not Interface with each other. The HSRP was subsequently abandoned due to 
cost. consultation Issues, Internal module inconsistency and steep leamlns curves. 

• The ANAO also noted that the Albury-Wodqa Medical Centre had developed a 
computerised system that saved ~ on the costs of the previous paper-based 
admissions system. As the majority of deNnce heatth records are still paper-based, 
similar savings may be stll be achievable ln some health centres. 

3.1.2 Phase 2: HealthKEYS, MIMI and other systems (1999-2009) 

In 1999, a new project HealthKEVS was Introduced, based on an updated version of HSRP 
software, MA)(CARE. He-althKEVS was or~tlnally expected to cost $8.5 million, to be phased In 
over five years, and thence to generate Dl'lfloiAI savings of $7.3 million per annum. 8y 2002, 
HealthKEYS was planned to have been adopted by 175 health centres. 
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[.Ill ECONOMICS Commercial-In-Confidence 23 



Health economic Input in support of the SRP 

However, by the beslnnlng of 2004, HealthiCM had only been adopted by four sites11
• By 

2005 it was apparent that Heatlhi<EVS had low acceptance by user clinicians, lacked suitable 
hardware, and suffered from performance Issues such as It~ Cltrix server crashing IBocz and 
Co, 2008). In 2006 Defence commissioned a review, which recommended that the project be 
paused, and transferred from JHC to the Chief Information Officer Group (ClOG). ClOG then 
commissioned tts own review and concluded that 'MAXCARE software Is at the end of life and 
is not sustainable within the Defence environment. A replacement product should be souaht' 
(Booz and Co, 2008). 

In the meantime, an independent, bottom-up system had started to proliferate through health 
centres. The Medical Information Manaaemenllndex (MIMI) was a Microsoft Access database 
developed by the Balmonll Naval H05pitalln Sydney for its own resource mana1ement. MIMI 
is now in use bv around 125 sites, in all areas ellcept Southern Queensland (which uses 
HealthKEYS). 

However, like HealthKEYS, MIMI suffers from a number of core shortcomlnas, includilll data 
quality, lack of coverage, Inability to transfer Information between locations and lack of an 
Individual electronic health record. It Is also still ontv supported by one prqrrammer based in 
Sydney. 

In addition to HealthiCEYS and MIMI, there are a number of other smaller, localised e-health 
systems across defence: 

• EPI-Track, an Access database desl1ned to capture epidemloiQIIcal morbidity data; 

• the Micro lma&ln& RMF Medical Records (MIRMtR), which scans paper medical records 
for the Air Force; 

• the Pharmaceutical lntet~rated Lo1istlcs System {PilS), a pharmacy system used by 
health centres (but only those which have a pharmacist); 

• the Electronic PiychoiOBY Record and Information System (EPRfS) a web-based 
psychological application; 

• and the Occupational Health and Safety Management Information System (OHSMISI 
which is currently under development. 

3.1.3 Phase 3: JEHDI (2009-) 

In 2008 the Chiefs of Service Committee directed ClOG to Investigate commercial-off-the-shelf 
eHealth products to provide a fast track Interim solution to the lack of a comprehensive health 
mformatlon system (Department of Defence, 2009b). ClOG concluded that current capability 
could not be built upon, and that a 'clean start' was required. This was the commencement of 
JEHDI. 

The initial budset lS $20 million (Figure 3.1), with complete development and roll-out costs 
expected to be In the vicinity of SSO million. JEHDI is expected to have a replacement for 
H•althKEYS and MIMI up and runnlna by around 2012·13 I Figure 3.2). 

11 It has slnc:e expanded to 11round 30 sites. 
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F1pre 12: Relationships between JEHDiand other e-health sysUnls 

Not~~s: JEHOIIIlabelled 'e-hfillth sollllkln' In the tl'lart. JP2060 rs 1 deployable [u opposed to prrtton) Defence •­
health project. The bottom raw refers to 111tion-w!de civil 11-healttl stratllfes. 
Source: lleplrtment of Defence (2009bt 

So far, a project manaaer has been en1qed, and an initiaJ proof-of-contept conducted by 
ClOG. ClOG (Department of Defence, 2009) reported that: 

• the proof of concept demonstrated that It is possible to develop an eHealth system with 
the required capability and functionality by integratllll commercial off the shalf 
software products; 
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• the system can be accessible via the tnternet, by any user with the appropriate access 
rights, from any location where Internet servkzs exist; 12 and 

• feedback from the users was 'overwhelminalv positive' resardina the functionality of the 
system and the prellminafY interface. 

3.2 Potential benefits from e-health 

E·M!atth systems have been In place In some countries since the early 1990s. For example, 
Denmark has had a national e-health system, MedCom, since 1994. MedCom covers GPs, 
pharmacists, dlaJnostlc services, specialists, hospitals and transfer from hospitals to home care 
or residential care services. The European Commission (2006) describes MedCom as a 
successful example of cooperation between the healthcare, communhy and social W&lfare 
sectors. 

Operating since 1997, the US Department of Veterans Affairs electronic health record, VIstA, is 
Ofte of the most widely used and proven electronic health records In the world, •upportins 
treatment for 5-6 million patients every year. VIstA if'lcludes electronic prescriptions, 
medication administration, clinical suldeiiiM!s and physician decision support. VistA also 
enables a doctor, nurse or other health care provider to update a patient's history, place 
orders, review tests and enter new data from a vlstt or a procedure. ~I of this information is 
available to the community of health providers in acute settlnp, clinics, eJCam rooms, nursinl 
stations and offices. Veterans are also able to access their health record.s over the internet. 

• VIstA also demonstrates that suc:cessful e-health systems do not need to always be 
based on the latest cuttln&·ed&e technoiOIY - It Is built on a pqrammlrw larcuage 
written In the 1960s. 

However, even with successful, long-established e-health systems, the European COmmission 
(2006) notes while the Impacts are 'potentially enormous', they have been difficult to 
measure, with the result that 1m1e reliable evidence is available on the economic Impact of 
usln1ICT In dellvertna high quality healthcare'. The Commission also notes that while e-health 
expenditure is bealnnlns to riYal medical devices, unlike the latter, e-health appllcatklns are 
not yet routinely assessed for their Impacts, benefits and safety. 

Given the difficulty evaluattng the costs and benefits of established e-health systems, it is 
manifestly more difficult to accurately estimate the benefits of an as yet unspecified system 
such as JEHDI. While the Commission found that a" the sites It evaluated had larse net 
benefits, It cautioned aRainst Inferring similar results for proposed systems. For example, the 
10 evaluated systems are all unrepresentative In that they were successfully established, so 
US inti them for cost benefit analysis may overstate benefits of potentially lesser systems. 

Defence Is far from alone In falling to successfully Implement e-health systems. Jhe Economist 
(2009) notes that as far back as the 1960s, Kaiser Permanente funded the first e-health 
conferences 'convinced that this was the future-only to see one effort after another fail over 
the next 40 years'. In the same article, Vantage Point, a larse American venture-capital fund, 
noted that its backlns of e-health Initiatives had 'tried and failed repeatedly over the past 20 
years•. Similarly, In the UK, the NHS has spent £13 billion diflitisina En1land's health system, 

12 Around ?OW. of Defence health sarvices are JYpplied by civilians who do not have clearance to use the Defence 
Restricted N~ (which Health KEYS was part of). 

~ACCESS 
[)II ECONOMICS Commercial-in-Confidence 26 



Health economic input in support of the SRP 

but is at least four yean behind schedule, and a recent parliamentary report conduded that 
costs may continue to soar (United Kinadom, 2009t. For such reasons, the dearee of 
computerisatlon of health remains well below most sectors of the economy (Chart 3.1). 

ChM't S.1: IT spendlnl per emptovee, North America, Z00'7 C$'000) 

Financial Service& 

Business SeNic:es 

Gcwernml!l"'t 

Trans.portlnd Communication 

Prl mlf'V Industries 

EducatiOn 

Who'esale/ Retail 

Manutlcturlna 

Health 

$- $1,000 $2,000 $3,000 $4,000 $5,000 $6,000 $7,000 $8,000 

ITipMtdlinl perlmplowte 

Booz & Co. (2008, note that the main reason for the failure of e-halth systems Is not 
hardware or software, but oraanisational dynamics (or lack thereof): 

Verv few e-Health programs hove foiled because of rhe technology. Most have run 
Into major challenges around people (for example not articulating the stalceholdtr 
value propositions or capacity constraints}, process (for example understanding 
the impact of decisions on real-life activities and processes}, physical infrastructum 
Uor example finding Innovative approaches to fund enabling Infrastructure} and 
frequently not being able to justify the case for change and path to benefit 
reaNsotion. 

Similarly, the European Commission (2006) cautions: 

The ICT component of eHeolth can be transferred and adapted to other settings, 
a/belt with same tec::hnicaJ effort ond mod/ftcCJtions. However, reptlcatlng the Jer 
solution alone will not be enough. The organisational components of eHealth, 
such os changing work processes and creating and sustaining multi·dlsclpilnary 
team working, cannot be tronsjerred so easily, but w111 depend on the pace at 
which the organisation can learn and adopt. 
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• Indeed, one organisational capacity that the European Commission considered crucial 
was the ability to examine, and learn from, past failures. Access Economics Is not aware 
of any formal analysts into the (non-technical! causes behind HSRP and HealthKEYS lack 
of success, althouch this may well exist. 

Bearing the above qualifications in mind, there are some salient lessons from the 
Commission's study that may be applicable to JEHDI (assumina It is successfully Implemented). 
The ftrst is patience. The avera1e time taken bv the 10 Ia fie schemes examined to recover set­
up costs was five years. The e-health system that appears closest to JEHDI, the Czech 
Republic's national web-based electronic: health record (lliP), took el1ht years to turn a net 
benefit. 

• This may limit the ability of JEHDI to achieve budset savl,.;s within the specified time 
frame of the OMFP. 

Second, most of the benefits achieyed were increases in effltiency rather than effectiveness. 
Dec:reases In unit costs accounted for the majority of benefits, but the study could not 
substantiate improvements in health outcomes in terms of QALYs. (This Is not to say such 
benefits do not exist, but that the data necessary to est1blish them do not.) 

Third, and partly-related, the majority of benefrts are captured by health providers (In this case 
JHC) rather than by patients. 

Examples of cost saving that may be applicable to JEHDI include: 

• decreased costs of pharmaceutical prescriptions (SIJCN.I; 

• decreased administrative Wits from electronic records (7491.1; 

• decreased costs per vaccination (41%); 

• decreased losistlcs costs (~) 

• savinas per mqulry using online rather than call-centre (85"}11
; and 

• deaeased costs per scan, using teleradlology {34%). 

Similarly, RAND Health (2005) reports on savings found from existing e-heahh systems In the 
US. The RAND report usually has up to three observations for each type of savlna. as opposed 
to only one for the European Commission. Conversely, the CommiSsion conducted an in-depth 
evaluation of all Its sites using a consistent methodol01y, whereas RAND simply report the 
findings of individual studies from a literature trawl. 

IS Possibly relevant to 1800 IMSICK. 
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Table 3.1: Illustrative e-h11lth Avlnp from literature 

servke 
Drua expenditure (Inpatient) 
Dr us eJCpendltures (Outplltlentl 
lmqln& (Outpatient) 

Laboratory tests (Inpatient) 

Laboratory tests (Outpatient) 

Medical records 1dmlnistrlllon (Inpatient)• 

Medical ri!COrds ldmlnlstratlon (OUtpatlentl 

Savini 

1S.2" 
lS.m. 
14.m. 
u.n. 
22.4'Jft 

so.m. 
63.4" 

Nurse time (lnpll:tent) 11.4% 

Patient length of stay (Inpatient) 15.2% 
Transcription !Outpatient) 73.5'Jft 

Note: • not dlrtvld frcm published litemure. but f~m dlscuuion wlttl hospltalt~~KUtlval 
SOurc:e: RANO (2005). 

Another potential source of benefit from e-health Is Improved health outcomes from fewer 
adverse events. For example, Amarastnaham et al (2009) compared a 1roup of hospitals In 
Tttxas that has adopted advanced health IT systems with a group that has not, and found that 
the flrst 1roup iuffered 15" fewer deaths and 16" fewer complications, as well as enjoylns 
lower costs. Howev&r, and perhaps Ironically, tbe scope for savlnss here from JEHDI may be 
limited. While Defence is still primarily a paper based health system, it is 1 wortd-c:lass paper 
system. All records are centrally housed, as well as havln1 copies that follow personnel via a 
secure transfer system. 

Eventually, JEHDI may allow data mlnlna that will improve Ions-term health outcomes. 
HoW4tVer, such benefits are tlkely to accrue to personnel after they have left the ADF (and thus 
be reaped by DVA rather than JHC)1

•. As the Orpnlsatlon for Economic Cooperation and 
Development (2005) observes 'teehnoloslcallmprovements that enhance effectiveness are not 
necessarily accompanied by cost savln1s in health budsets'. 

In summary, Access Economics believes that JEHDI has considerable potential to reduce costs 
and to Improve 11ealth outcomes for ADF personnel, but does not consider that it is realistic to 
attempt to quantify e;ther benefits or CO$b at such an early prototype staae of development, 
or In this SRP timeframe. Given Detente's previous track record with IT proJects - not just in 
health - it Is reasonably likely that JEHDI's costs wUI multiply. However, overall, Access 
Economics' view ls that JEHDI's contribution to budget savlnas is likely to be neutral or slightly 
positive over the DMFP. A sreat dea• dlependlli on the skill of the Project Manaaer In ensurlns 
that lessons from past and overseas experience are Incorporated in planning and desisn such 
that IEHDI has the maximum chance of success and efflclencv. 

14 In fact. the main hmatble benefit from .IEHDI may be redueed 111rch CCI!ts for OVA upon member trilll$fer. 
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4 lntearated health workforce 

GPs are a mons the most expensive, and most numerous, of all the components of the Defence 
health workforce. Accordinalv, they account for a substantial part of workforce costs. There 
would appear to be substantial scope for savings in GP employment. The most expensive way 
to emptoy a GP Is as a contractor, ADF physldans are substantially cheaper, and APS doctors 
less expensive asaln. Yet, near1y tw~thirds of the (permanent)15 GP workforce are employed 
as contractors, with most of the rest as ADF, and few, If any, as APS. 

This chapter examines whether it Is in fact feasible to employ GPs as APS, or whether their 
private sector pay scales are just too hi8h to make APS remuneration worth conslderlna. 
Having examined the considerable variation in GP salaries by a1e, location and sender, the 
chapter then assesses who, and how many, GPs could be Interested in APS positions If 
advert15ed. A stml4ar salary versus security trade-off Is employed to assess potential savings 
from substituting contractors for APS positions for other types of health worker. 

One of the issues Defence faces In retaining ADF GPs Is the lack of chatlenae. lhe ADF is full of 
fit, healthy youn1 men and women who mostly do not require complex case management. In 
the US. there are two dasses of non-physician clinicians, Nurse Practitioners and Physician 
Assistants, who can carry out most of the functions of a GP, at a fraction of the wase cost. 
These 'physician extenders' would appear to be well suited to deal wMh the majority of 
Defence primary care requirements. The second half of the chapter examines the potential 
savlnss from employllll them In Australian Defence health. 

4.1 Current workforce composition 

JHC provided Access Economics with lists of all contractors (Table 4.1) and APS employees 
(Table 4.2) currently workin&ln health centres (not Including national headquaners). Dunt 
(2009} provides a list of ADF health personnet (Table 4.3). (Dum's list only includes personnel 
who could potentlaRy be drawn upon to provide mental health services, Access Economies has 
included others where they are known, but there may still be some mlsslns.) In total, this 
provides an estimate of 4,054 penons avalable In various capacities to supply defence health 
services. 

n Not includlna reservists, who mostly appear to be only called upon for depiCJII!TIIflt. rather than aarrlson haalth. 
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C.t.etory 
General Practitioner 
RN DIV 1 

RN Dlv 2 Enrolled Nurse 

Dental Assistant 

Physiotherapist 

Dentist 

Pharmadst 

Nurse Unit Manii(Jer 

Medh;al Clertt 

Dental Hygienist 

Other 

Totll 
Source: JHC. 

No. 

227 
161 

85 

n 
69 
54 

31 
25 

22 
17 

115 

113 

Dunt (2009) comalns a recent and comprehensive list of personnel who could potentially be 
available to meet mental health needs (Table 4.3). 

APSlevel 
{RN) 
Admin 
BM 
Finance 
General Service 
Health Services Staff 
Officer 
HSM 
Losistics Driver 
Physio 
Professional 
Resource Manager 
TedtniC:II 
Unseeclfled 

Total 

Source:JHC 

i&..'1ACCESS 
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1 

8 

6 

14 

Table 4.2: APS employees 

2 3 3/4 4 4/S 5 6 Ell El2 Other Total 
1 1 

11 19 11 3 1 113 
1 1 

1 l 
2 8 

1 1 

1 1 
3 3 

15 1 1 17 
15 20 3 1 39 

1 1 
7 7 

16 2 1 1 2 22 
92 21 7 14 15 20 26 4 1 1 215 
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Table 4.J: ADF health personnttl 

Rqul1r Reserve TOhll 

Specialists 101 101 

Medkal Officers 136 302 438 

Psychiatrists 0 13 13 

Nurslna Officers 237 320 ~7 

Alcohol, Tobacco 14 0 14 
and Qther Druss 
Pro.,.am 

Psychol01lsts 77 128 233 

Psvcholo&ical 57 34 91 
Examiners 
Medics, Medical 952 2'71 1,223 
Assistants and 
other related 
Physical Tr•inil'll 282 32 314 
Instructors 
Tagl 1,75s 1,201 z ••• 

Note: Based on Dunt (20091 which only Included perscn1l considered potantlllly allllilable bv ment411 hulth. l"fif:fW 

medic:ll specllllsts hilve been l11dudfld by Ar.l:ids Economics, but 1here may be others that should 1l50 be included. 
Source: Dunt (:W09). 

4.2 GP and other contrac:tor convenlon potential 

There are many po$ltlons In Defence Health which are currently filled by professlol'\al services 
providers (P$Ps) or contractors, but which could be filled by APS personnel. GeneraHy 
speaklns, contractors require higher remu neratlon than permanent employees, to 

compensate them for the uncertainty of that income. Thus, If JHC were able to convert some 
of these positions from PSPs to APS. potentially significant savlnss eould be achieved. 

JHC has Identified a further 304 position5 that are curreRtly filled by contractors. but which are 
potentially suitable for conversion to APS positions (Table 4.4). 
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Health economic In put in support of the SRP 

Most of these Identified positions pay substantially better than APS rates (Table 4.5) 

Table 4.5: Aver111e remuneration and costs by employment type ($'DOD per year) 

COntract Hlary APS Hlary APScosttoJHC COnversion 
5avlnp 

Storem•n I Driver 59.7 47.5 57.8 2.0 

Dental Assistant 62.4 47.5 57.8 4.6 

MecHcal Clerk 64.1 48.0 58.4 5.7 

RN Dlv 2 Enrolled 71.8 48.7 59.2 12.6 
Nurse 
Ewardse Ther•pi1t 97.4 74.0 90.0 7.4 

AN Olv 1 100.5 66.0 80.5 20.0 

Quality Manaaer 110.9 74.0 90.0 20.9 

Physiotherapist 118.4 76.1 92.5 25.9 

Nurse Unit 134.2 83.0 101.0 33.2 
Man11er 

Psycholoslst 233.8 116.0 141.0 92.8 

GP 296.5 162.4 218.0 78.5 
Source: JHC. 

If all of these positions were to be converted to APS, JHC would realise savlnss Of $8.5 million 
per annum. Due to their larse numbers and senerous remuneration, the majority of these 
potential savln1s (52K) could be achieved throuah rationalisation of GP posltion1 (Chart 4.1) . 
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Health economic in put In support of the SRP 

Chart 4.1: Distribution of potential swlnp from ton1rac:tor conversion{$ million) 

Enrolled lllune_~~~~~~~~~~ $0.5 
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source: JHC. 

$1.2 
15" 

4.2.2 Ran1e of private sector to APS remuneration for GPs 

From the available data, It would appear that there may be no APS doctors workins for JHC. 
However, while the averase contract doctor is paid considerably more than an APS wage, 
Access Economics considers that there would be a sufficient number of doctors Interested In 
worting under APS conditiOns. 

Accordins to Melbourne University (2009), the average doctor earns $3,584 a week. 
Multiplying this by the averaae of 48.5 weeks per year (Access Economics, 2001) yields an 
averase salary of $170,)81 p.a. This Is dose to the average salary for an APS doctor [Medical 
Officer Class 4) of $162,366. Vet. on averase, JHC pays contract GPs $2gf),489 a year - or 
more than twice the average dvilian salary. 

Even If doctors significantly understated their income in surveys, and JHC contract rates 
r@flected market averaaes, there is still slsnlflcant variation In GP incomes based on A6S and 
AIHW data. This could afford JHC the opportunity to 'cherry pick' doctors with lower incomes/ 
workins hours. Regions with lower GP incomes, and female GPs may be more amenable to 
APS salaries (Chart 4.2 and Chart 4.3). (Note these data are lower In absolute terms as they 
are not full time, but are Included to illustrate dispersion.) 

Access Economics (2001) reported similar variation in GP Incomes by ase (Chart 4.4) so 
younger docton may be more recruitable. 
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Health economic input in support of the SRP 

Chart 4.2: Male GP Incomes, by rqlon anclpnd•r. 200& 
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Chalrt 4.3: r.m• GP I!'COIMS, by r41f1lon and pnder, 2006 
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Health economic Input in support of the SRP 

Chlrt 4.4: Distribution of male GP income, by aae, 2001 
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Overall, there are a substantial proportion of GPs earning well below the mean (Chart 4.5). 

Chart 4.5: Distribution of GP Wieldy lncorwe t:mo&J 

Pet'loal Mean • 

5,000 

4,500 ......................... -···-·-

4,000 ------·--.----------------------------·--··--·· 

3,500 " ... -----------··-----------·····-----·------·-----

2,500 ....... ----·--------·--·------------

2,000 ~--------· 

1,.500 

1,000 

500 +----·····--·-··-···---

0 +----~-
$0·$399 $400.$599 $60Q-$799 $800.$999 $1,00Q-

ACCESS 
ECONOMICS 

$1,299 

Weekly Income 

Commercial-in-Confidence 

$1,300· 
$1,599 

$1,600· 
$1,999 

37 



Health economic input in support of the SRP 

Given there are some SS,OOO doctors in Australia of whom fOUihly half are GPs, there should 
at least be some who could find APS remuneration and conditions attractive. 

Also, most doctors would like to reduce their working hours (University of Melbourne, 2009). 
Some of these doctors may be Interested In APS positions -Biven low biiSI d@pendency ratios, 
they could worlc fewer hours and still have a relatively aood income. 

Thus, the fact that many of these positions are currently filled by contractors should not be 
taken as evidence that JHC was unable to attract people at APS rates. The Secretary of 
Defence (Department of Defenc&, 2()Qg) recently stated that, because of pt'I!VIOus ceillnp on 
public service employment. Defence as a whole now has 57" more contractors than it 
requires. 

• This appears to contravene the Australian Public Service Act (1999) whiCh states that 
public servants- not contractors· are to be employed for long term positions. 

• JHC has had some earlier success In converting contractor positions. 

4.2.3 Wqe -'541Curlty trade offs 

It has lona been observed in economics that In the labour marbt there Is a degree of trade-off 
between job security and wap1. Durins periods of recession ·and thus low job security • 
workers are less strident in pursuln1 waae Increases. This underlies the policy dilemma faced 
by tovernments when they have to choose between hither unemployment or higher inflation 
(Phillips, 1958). This trade off between security and salary has been found to be reasonably 
consistent for both Wille levels and arowth rates, for objective and subjective measures of 
insecurity, and across countries and times (e.J. Aaronson and Sullivan, 1991 and Hubler and 
Hubler, 2006) 

In the Australian context, Kelly et al t1998) In a survey covering14,4Sl people, found that 
workers would require a 40'16 wage increase to perform the same job as a casual than as a 
permanent employee. This is consiStent with the statement by the Secretary of Defence 
(Department of Defence, 2009, that, across Defence, contractors cost 4QIJf. more than civilians. 

Thus, for the purposes of this analysis, It is assumed that for contract positions paying less than 
40% above APS rates, the contractor (or another suitably qualtfied person elsewhere in the 
private sector) would be Indifferent between their current lucrative but risky position, and a 
lower paid but secure APS position. 

In total there are 232, out of the 304 convertible positions, that pay less than 4096 above APS 
rates. If all these were converted, this would represent savlnss of $4.8 million per year•. In 
2003 Operation Bluegum Identified a similar number (200) of pharmaceutltal, physlo, 
administrative and clerical positions that were filled within Defence Health on a contract basis, 
but which were more appropriately APS. The outcome of this exercise was to achieve a 
broadly simlfar tevel of savlrws of $3 million per annum for JHC (Department of Defence. 2007). 

11 M~asured apinst actual positions. In wma lower-skill positions the contnct price currently represents less than 
APS employment costs. These posltiOIU would not bt consldtred for eon~~~rslon. 
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Health economic Input In supporl of the SRP 

Table 4.6: 5avinp achievable by convertlnl actual contriiCt positions that pay less than 40% 

catqory Positions Averace savins ($ pa) Max savlnp ($ '000 pa) 

GP 41 52,919 2,170 
Rf!llstered Nurse 41 18,130 743 

Physiotherapist 38 19,123 727 
Enrolled Nurse 37 10,935 405 

Nurse Manaaer l1 32,241 3SS 

Dental Assistant 38 7,826 2g7 

MediCal Clerk 20 4,J46 87 

Quality Manaser 2 20,864 42 
P5ythologlst 1 33,117 33 

Exercise Therapist 2 7,389 15 
Store man 1 7,589 8 

Tobll ZJZ 4,110 

Source: JHC. 

As a base case. It is assumed that after all these positions have been advertised as APS 
vacancies, two-thirds will eventually be fiRed. This would achieve sav'iftls of around 
$3.5 million a year- broadly compatible with those from Operation Bluegum. (Operation 
Blue1um tarseted lower paid workers, which would have reduced Its potential sav1111s.) 

• Operation Bluesum targeted the conversion of 201 contractor positions and actually 
converted 170 to APS. 

• Sensitivity analy.sls will be conducted on higher and lower salary vs. security trade-offs, 
and longer and shorter phase In periods. 

• While there will be some private sector workers who earn tess than 4016 above /IPS 
rates who are not tempted by the security, equally there wil be some who earn more 
than this, but are attracted to the securltv and /or lower dependencies. Equally, while 
bases In rural locations may have trouble recruiting from a scarce pool of health 
workers, positions in metro locations maybe seen as hlahly attracth1e. 

• Access Economics assumes that it would take three years to convert all the above base 
tiiiM positions. 

• It Is also assumed that all positions could be converted without bei"l restricted by FTE 
constraints, since most are metropolitan and with a largely feminlsi"l or feminised 
health workforce, prefetences for part-time are common. 

• Remuneration for both contractors and APS positions are assumed to Increase at 3.94% 
per annum, the average for professional health workers over 1998·2008 [AIHW, 2009). 

Conversion Is recommended to commence immediately. The main risk is in the first year In 
terms of tlmins (It Is already October!, but this is countered by the current economic climate 
and being able to pick the 'low hanaing fruir hence It Is costed as a full year. Over the next 
ten years. conversion of GPs to APSis expected to yield savings of $15.9 milion, and of other 
positions $19.8 million, for a total sa'iings of $35.7 million (Table 4. 7. 
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Health economic input in support of the SRP 

Table 4. 7: Budpt lmplld of COIIIIact conversions (IICHIIklal $) 

Desaiption 01-10 ~11 11-12 U-U 

DOCUlfS w~~~~erted (FTE) 9.1 18.2 27.3 17.3 

Doctor savlogs ($m) $0.5 $1.0 $1.6 $1.6 

Oth~rs mnverted {FTE) 42.4 114.9 1.27.3 127.3 

Other savirws (Sm) $0.6 $1.3 $2.0 $2.0 

Totrll convrrm/ (F1£) 51.6 103.1 154.7 154.7 
Totll ntlt uvlnp from inblntH wortdorce ($m) $Ll $2.1 $J.S $3.7 

Soiree: Access Econondcs. 
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13-14 14-15 

27.3 27.3 

$1.7 $1.8 

127.3 117.3 

$2.1 $2.2 

154.7 JS4.7 

$1.8 $].!1 

15-16 16-17 17-18 18-11 Total 

27.3 27.3 27.3 27.3 27.3 

$1.8 $1.9 $2.0 $2.0 $15..9 

127.3 127.3 1.27.3 1.27.3 127.3 

$2.3 $2.4 $2.S $2.6 $19.8 

154.7 154.7 154.1 .154.7 154.7 

$4.1 $4.:1 $&.4 $U $15.7 
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Health economic input in support of the SRP 

4.3 Professional alternatives to GPs 

Physician Assistants (PAs) and Nurse Practitioners (NPs) are classes of medical professionals 
developed bv the US Military In the 1960s to cope with shortaaes of physicians. Both broadly 
perform a similar function: to undertake a ranse of duties that require high level trainln& but 
not the full eKpertise of physicians. Hooker (2006) notes that NPs have a stroneer emphasis on 
health promotion and disease /Injury prevention than PAs. PA/NPs usually work under the 
supervision of a physician, and are colletth1ely referred to as 'non-physician dlnldans' or 
'physician eKtenders' In the literature. Dueker et al (2005) describes the differences aftd 
similarities between the two thus: 

Physician assistants (PAs) perform essentially the same tasks os NPs; they provide 
preventive health services, diagnose illness, conduct physical examinations, order 
laborQtory tests, develop and corry out plans for treatment, consult and 
collaborate with, and refer cases to, other providers. PAs ore not nurses, however; 
they are mostly graduates of two-year medico/ training programs. Althouah the 
services of PAs and NPs are largely interchangeable, there ore subtle differences 
between their practice choracter;stics. 

PAs/NPs are highly eost effective. sillnificantly lowerin11 total costs per service in manased care 
Dflanisations (Roblin et al, ·2004). PAs can undertake around 85" of tne duties of a physician 
(Grzyblckl et al, 2002) but tosether with NP&, they only cost around half as much as physidans 
(Hooker, 2000)17• Meta studies have found tnat- for the duties they undertake- PA/NPs have 
equivalent health outcomes to physicians (Horrocks et al, 2002 l<lelnpell et al, 2008). Studies 
have also found that PAs and NPs are more productive than GPs In the tnks that they perform 
(Hooker, 2006). 

In the United States, there are a large number of PA/NPs. In 2008, there were 79,980 PAs 
(American Association of Physician Assistants, 2008). The latest f\lures for NPs show their 
numbers as being 141,209 in 2004 (Health Resources Services Administration, 2005~. 
Together, PAs and NPs represent around 1/61n of the US healthcare wotidorc:e. By way of 
comparison, there were 650,000 physicians In the us In 2007 (Hooker et al, 2007). 

Most PA/NPs work In primary care settin1s, where they account for 2596 of the 'generalist 
practitioner workforce' I.e. GPs and non-physician clinicians (larson et al, 2003). Access 
Economics assumes that, &IVen the military background of PAs and NPs and the primary care 
focus of Defence health centres, that 25% of the positions currently occupied by Defence GPs 
could be filled bv PAs and NPs. 

• Dunt (2009~ reports that tnere are currently 136 ADF doctors. This would imply that 35 
positions could be converted to PA/NPs. 

• In Canada, PAs are only employed by the military (Sigurdson, 2006). As of 2007 there 
were no civilians employed as PAs in Australia (Hooker, 2007t, so it is quite likely that 
the ADF would be the matn rec:ruite r of PAs. 

• However, in the JHC silo settln& a reduction in ADF GP costs - even thoueh it would 
directly benefit the Defence bottom line - would not count as JHC savings. 

17 Hooker actually reparts that PAs cost onlv 44'16 of GPs, but smt. hn bon used hert1 to err on the side of caution. 
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• Accordlnsly, for SRP modelllns purposes It is assumed that the savi1115 can be realised 
from contractor or APS positions. This does not double count the contractor to APS 
savlr~~s since It Is possible to both convert and real lin the workforce mbc. 

While Australia's first PA course (at the University of Queensland) will only start supplyi"' 
sraduates from 2011, there are already a number of NP courses producing graduates 
(University of Queensland, University of Newcastle, and Edith Cowan University.} Thus, supply 
of PA /NPs Is not a blndln1 constraint and, like contractor conversions. there appears no 
reason not to commence immediately. 

Unlike contractor positions that can teadlly be converted to APS positions, ADF positions are 
permanent, and thus PA/NPs can only be substituted IS vacancies arise. However, turnover of 
ADF doctors Is qulte hl811- perhaps due to the fact that man.v of their tasks would be more 
suited to PA/NPs. stevens (2005) reported that turnover amana ADF GPs was lJ!Jf.ln the Navy 
and 21" In the Air force, per annum. As figures for the Army were not supplied, Access. 
Economics conservathtely assumes 15% turnover across the ADF. At this rate, ~S positions 
could be converted by 2010.11 in the ADF and ADF rates are assumed to apply In the 
modelling. 

• The Secretary of Defence (Department of Defence, 2009lstated that ADF positions cost 
3<m more than equivalent APS positions. Thus, the avera1e ADF GP Is assumed to cost 
$283,352. This Is rou&hly half way between a median contract rate and a mean APS 
rate. 

• Assuming a cost 5006 of GP cost for PAs/NPs (Hooker, 2000) the savlnB per GP converted 
to PA/NP Is $141,676. 

• Access Economics assumes that of the 35 potential positions, 11.5 will be taken up by 
NPs in 2009-10, and 17.5 PAs In 2010.1111

• 

Thus, over 10 years, the total savings to JHC would amount to $56.5 mU lion (Table 4.8.) 

• The main risk to this projection Is that Defence bureaucratic processes may delay the 
introduction of PA/NPs for several years. !This will be modelled In sensitivity anatysis.] 

4.4 Summary of model findlnp 

Thus, JHC can anticipate savinp of $:iS.7 million from convertlns dvlllan contractors to APS 
positions, and $56.5 million from substituting PA/NPs for ADF GPs, for a total $1vings over the 
next decade of $92.2 million (Table 4.9). 

11 This would 11!present almost the total&raduetion of PAl in 2010.11. Howewr, It Is also poulble that Det'enct 
could recruit overse•trllned PAl. 
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Table 4.8: Budpt Impact ol convert!!!J GPs tD PA/NPs (noftlNI $) 

Description 01-10 10-11 u-u U-U 13-14 14-15 

PA/NP(FTEI 17.5 35 35 35 35 35 
Total net savings from intelrated workforce ($ntJ $2.5 $5.2 $SA $5.& $5.8 $6.0 

Soun:e: Access Ea:tnomics. Note: Includes c:apH:aj and A!CIIrrent expelllfitln itemlo. 

Table 4.9: Budaet imiNICt oll.._lb!d haltfl wor".darce Cnominill $1 
Description 01-10 10-11 11-U U-13 13-14 JA..lS 

GaiM frara llOIIIWf'tlnc P.SPs 110 MIS 

lJoctor$ amverted (FTEJ 9.1 lS.2 21.3 21.3 21.3 27.3 

Docter savincs {$) $0.5 $1.0 $1.6 $1.6 $1.7 $1.8 

Others converted (rn} 42.4 84.9 127.3 127.3 127.3 12.7.3 

Other savinp ($) $0.6 $1.3 $2.0 $2.0 $2.1 $2.2 
ToM converted (FTEJ 51.6 l03.l 154.7 154.7 154.1 154.7 

TotaiSIIVhll! PSPsto AI'S (i) $1.1 $Z.3 $3.5 $3.7 $3.8 $:1.1 

Gllinl frara c:hllncinlthe workfan:e mix 

PA/NPIFTE) 17.5 35 3:5 35 35 35 

Torol Mt SINin{Js {rom lntegrwrtfld work/rlml ($m} $2.5 $5.2 $5.4 $5.6 $5.8 $6.0 

Total net savinl! fmm m-ated WOIIlfalc:e $1.1 $1A $8.9 $9.2 $9.6 $10..0 
Source: Acces$ Economics. Note: Includes apital and rec:urrl!ftt eJCpendlture Items. 
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15-16 16-17 17-18 11-19 Total 

35 35 35 35 35 

$6.3 $6.5 $6.8 $7.0 $56.9 

15-1& 1&-17 17-18 11-19 Total 

21.3 27.3 27.3 27.3 27.3 

$1.8 $1.9 $2.0 $2.0 $15.9 

127.3 127.3 127.3 127.3 127.3 

$2.3 $2.4 $2..5 $2.6 $19.1 

154.7 154.7 154.7 154.7 154.7 

$U $1.3 $4.4 $4.fi $15.7 

35 35 35 35 35 

$6.3 $6.5 $5.8 $7.0 $56.9 

$lOA $10.8 $11.1 $11.6 $9Z.5 
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4.5 Key risks - int81rated health workforce 

Risks identified by J HC In relation to the integrated health workforce KRM were as follows. 

• The national and International shortace of health practitioners creates a worsenlna 
supply market. 

• The APS salary packases are not sufficiently attractive to recruit the required number of 
health practitioners. 

• Health inflation pLtShes salartes beyond the APS rates. 

• Imposed FTE workforce caps are a constraint to be overcome. 

• Universities are unable to araduate sufficient NPs and PAs to satisfy national markets. 
First PA srads In Dec 2011. 

However: 

• Enaa&lfll PA/NPs has proved to be a successful stratesy employed by allied defence 
forces to combat shortages of health practltloners. 

• As dlscu»ed above, the wide variatiOn In GP remuneration should mean that there are a 
sufficient number that could be Interested In APS pcsltlons, even though private wase 
rates are hl&her, and may rise faster, than the public sector waaes. 

• Given that that Defence has some s-rx. more contractors than it requires, and that the 
current cap Is a mixture of flE cmd waae expenditure, employing fewer contractors and 
savlns on Ia bour costs should not be a constraint. 

• As discussed above, there are already at least three universities supplylna NPs, and PA 
sraduates will be available In 2010. 
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5 Multi-disciplinary primary health care delivery on base 

Aside from the requirement that the AOF retains levels of fitness and health suitable for 
military operations, JHC is also responsible for ensuring a deployable health capability, 
lncludl"l In the form of trained, competent medical staff. For many years, this has been 
lnte1preted as requiring tralnlns support In the form of medical facilities, including hospitals, 
and the provision of multi-disciplinary health cart!, on base11

. These fadtitles have also been 
used to provide salnful employment for personnel during peacetime, and In-house health 
support to the wider ADF. 

Despite the apparent value placed on on-site facilities, there are no set, common or 
consistently applied 5tandards for the provision, equipping and support for medical facilities 
across the ADF and Its bases. 

1n a series of review~ and even service level a1reements, concerns expressed over the state 
of Defence health services include: 

• consistency of care and me location and availability of uniformed and (contracted, 
civilian workforce; 

• command, control, accountability and responsibility for the prOVision of health care 
other than on deployments; and 

• medlc:al record-keeplna; 

• consiStency of health policies, particularly the services; and 

• the availability and roles of permanent military medical personnel. 

The provision of medical services on base is underpinned bv adequate facilities, capability and 
materiel. The existence of that underpinnins is often an as.sumed fact. But the current state 
of facilities, technology, equipment and resources suaaests It has been diSresarded, or at best 
discounted. Such functional support has often been reaarded as a third order Issue after 
stafflf18 resources and skills and health support on deployment Further, the split of 
responsibility for the provision of funding and resources between JHC and the Defence 
Support Group has seen equipment UPflraded usually only when facilities themselves are built 
or overhauled2\ 

Followlna the various reviews undertaken prior to and as part of the White Pap4!!r and Strategic 
Reform Prosram, Defence has moved to a model whereby 

• JHC retains technical control of ADF health services, and iS responsible for the C0$1-
effectlve delivery ofthcne services to ADF members; 

10 

20 lncludlni the Stephens Review. No!AO r8J!CI'ts, and the Service leveiAcreemenu between VCOF and the Ollllfs of 
Army, Navy and Air Force. 
2' For •~ample, fac:llitialt Duntroon have not been upp-aded $lnte the construction of the Duntroon He11th Centre 
In 1991. (c:opnt ( 200!J).Ift!Yiew of servlctt l'fovWon In th~ ACT.j 
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• A clearer distinction is drawn between 11rrlsort healtt. sen11ces, which lie within the 
purview of JHC, and operational health support, which are retained by the Individual 
services; and 

• Greater emphaSis is placed on multidisciplinary approaches to health care. 

The garrison health model Is deflned as follows: 

Gorrlson Health Support is rht htolth resources and servlas prov/cled to ADF 
personnttl In the Notional Support Area. H«<lth support provided from the 
Notlonol Support Arecr includes health support provided on bases and In barrocks 
tmd Includes the erternall'l~fth Sti'VIces referred by health personnel working in 
ships alongside any Austrolmn or lnternotionol port and that which is purchased 
from external primary, Secondary and tertiary health support providers. If also 
includes health support ro members posted or tmveiiJng oversees but not 
deployed on on ADF tl!lcognlsed operotlon, exercise or training actfvlty. It may also 
include health care to dependants ac:c:ompanyfni a member on posting overseas. 
It dces not include offshore operations, force assigned personnel, coll«tlve 
training, exercises and work-up «tillltles, ond field training areos. Domestic 
operotions may leverage off eXfstlng QOrrisan health support but addltionr~l 
support is not Included In the definition. Howevttr, as an eKCept/011, on an as 
required basis, and as previously /Otealsr.d and agreed in Regional Level 
Agretments, Go"lson Healtfl Support may ertend to that pmvidtffl In designated 
tiDinlng oreos approprlattlly equipped for the provision of health support by 
Defence or contracted stal/, to designated training activities. n 

De development of the garrison health support model provides a cognitive shlft from unit- or 
service-only based support to consolidated approach enablinll the more effedlve and more 
efficient use of health resources on site. Garrtson health support differs from that provided on 
operations. The emphasis on bases is on primary healtb care, as opposed to emeiJency, 
trauma or environmental health, a5 on operations or exercises. A multldl5clpllnary approach 
can be more easily enabled throl.lflh provision of unified access to a ranse of services, and as 
needed, case manaaement. Earlier reviews of Defence Health have identified the value in 
adopti"l multidisclpl1nary approaches to health care. They are particularly relevant to two 
aspects of Defence health care-rehabilitation and mental health. 

Clvlllens predominantly provide garrison health serviCes, lncludlna between 80% and 90% of 
primary health services. That contnbutlon, however, clearly depends on their availability, and 
potentially, on the nature of cases seen. 

Savln,gs to be gained from within changes to the profile of multidisciplinary health care delivery 
at the aarrlson level will be drawn from the shift of services from lower quality facilities, often 
poorly utilised, current¥ on base to leveraail'fl ciVilian and off-site capabilities. OrJanlsatlonal 
and whural barriers may need to be overcome for such a shift to be accepted by the services, 
even its financial and service rationale. 

22 Scntic~ Level Agreement J/(19 GaiiifDn Heah:fl Support for period 27 May 1009 to 27 May 2010 betwetn rhf VIce· 
Chkd oJ tM Df!/erla: Forr:e Group and the Chi~ oj Army. The tame definition is used within commensurall! 
11reements far Navv and Alr fol'ce. 
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Defence already has undertaken reviews of some facilities, with others underway. As part of 
that proem, a number of on-site ancillary services are flaged for dosure. These are 
predominantly surgery, ~~-ray, and pathology, with certain inpatients, physiotherapy and 
rehabilitation capabilities also under review. 

Some .savings will be realised throuah the reduction of the costs of specialised labour. The 
main savinBS to be realised throush the review of health services capabilities offered at bases 
will benefit OMO through the smart sustainment stream. There may be some smaller savlnss 
to JHC throuah small reductions to MEE expenditure. Facilities and equipment constitute sunk 
costs. Defence tends to use equipment longer than equivalent civilian organizations, and 
much equipment is likely to be fully depredated. Longer-term, Defence should realise the 
benefitS of not carryins the full costs associated with rapid change within medical technoloav. 

5.1 Methodoloalc:al approach 

Defence was able to provide only approximate data of a hish level of granularity concerning 
the exlstina provision of primary health care offered at ADF bases. Concise cost ·and usaae 
data was only available for a small number of sites and services. Consistency and ascertalnlna 
the underlyina components and assumptions of the varloos sets of data made extrapolation 
difficult. However, siven the small amount of data available, the use of elrtrapolated and 
approximate models and of a ran&e of assumptions concern Ina costs, provision of servkes and 
workloads, was unavoidable. 

WJtt!Jn 'the garrison context, health care comprises 

• General medical practice; 

• General dental prKtiee; 

• Regular health screeninc. the nature and frequency of which depends on Service and 
role requirements (REF); 

• Pre-deployment screening, including preventative health measures {dental, 
vaccinations, mental healtht (REF); and 

• Post-deployment screening. Including mental health. 

Aside from general practice, the emphasis Is on maintaining ADF personnel at optimal t'lealth'ln 
preparation for the possibility of deployment. Thus wh,le health services deal with personnel 
who are above average levels of health within the community, considerable emphssis is placed 
In preventative measures. Consequendy, together with cultural assumptions concernins the 
'risht' of members to health care, rates of referrals and specialist procedures undertaken tend 
to be Alflher than for commensurate populations within the Austrafian community. It Is 
assumed that these rates are lkely to continue even in the absence of on-site facilities. For 
the sake of the analysis, It Is similarly assumed that current case mllCes for different services 
are likely to continue". 

Those services above and beyond primary health care are: 

H ThiJ may chanp, of course, should Oefenc• restnct ~~ttass 1o or seek co-payments for particular services or 
procedures. 
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• Dia1nostlc 1maatn1. A number of bases support x-ray facilities, with ultrasound also 
undertaken at Enagera. All other lm111ins lS undertaken throush commercial providers 
off·site; 

• Surgery. The ADF has five theatres with comparatively low utilisation rates. Contracted 
specialists undertake suraerv, and they may also hold pre- and post-operative 
consultation on-site; 

• In-patient care. A number of bases support full or part-time wards for care ranaina from 
post-operative care to low acuity care, as well as to meet the ADF's duty of care 
particularly to those members under 18 yeai'J old. In-patient facilities may also be used 
on occasiOn for mental health surveillance purposes; and 

• Pathotosv. Though JHC material suaest seven aarrlson host patholotY labs, d\scusslon 
Indicate only two-three pathoiOft labs remain In operation, primarily to support ADF 
tralnin1 needs. 

At present, Defence collects onlv hlsh·level data on facility resourdna and utilisation, and 
there is a lack of consistency between reslons, bases and units. In a number of cases, the 
Information available may note simply that a base or unit offer 'x·rayi, 'patholoav' or a 
'surterv' capability, but not the details of the services offered at eath base. These ar& likely to 
be different in each case, reflectlns different Service priorities and their governance by 
different AHS reilons (and so budget and supportJ, and In some cases, different arrangements 
with external provider.~. In some cases, costs asSOCiated with suraery seem to have lnduded 
in-patient related costs, in others staff could be used to support two or more facilities. 

Nonetheless, where detail is available, It Is used as the basis for the analysis. For example, the 
2006 Provision of Health Services to the Albury·Wodon1a Military Area AcrHment between 
the Defence Support Group and cor~tains for the pupose of pricins the 
eltpected case mJ)( of dlaanostlc im111n11 services. This was used as the basis of analysis across 
those bases understood to have imagiftll fadllties. The differences In the amount of 
information available on services and bases have meant that different assumptions and 
models have been used to derive costs and assess potential savlnas. For operatlns theatres, 
data from Duntroon, In which there is a strona desree of confidence, and RAAF Edlnburah was 
used to derive a 'cost-per-procedure', which was then extrapolated to other garrisons. 

Where possible, an 'as is' or base cost for 2009-10 has been ascertained, and future costs 
calculated uslna Inflation f11ures for the health sector. 

A key point of difficulty has been assessln1 equipment replacement. Defence tends to use its 
equipment beyond their normal life-spans and l!qulpmant replacement typically requires 
additional funding or polity propo5al5 as part of a wider facility development. It is a 
reasonable assumption that most. If not all, lmqlng equipment, for example, will require 
replacement within thl! nl!xt 10 years. Renewal of capital in the form of equipment will reduce 
and eventually eliminate legacy capability-a goal of the draft JHC stratqlc plan 2009-10 to 
2019·20. Doing so, however, leaves JHC with the cost of new equipment, Its maintenance, and 
the challenge of meetin(l the increasing costs of technolosv without realisl"fl its cost-effective 
use, particularly In the aarrlson settlna. 

For the purpose of developlna projections of CQSts and savings, the analysis assumes all 
ancillary services will be outsollrced. Contracted and commercial providers bear the costs of 
capital, technolosical advance and maintenance, and of ensuring the costs effective use of 
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their UM. Thl$ Is in tine with Defence's recoanltlon that health care necessarily must be 
delivered In the cost efftdent manner. 

Table 5.1: Known Fatlltie~ at Garrisons 

Garrison (Unit) 
Garrison OperatlnB lma1lnB 

Patholocv 
In-patients 

Size Theatres Fadlltles (Beds) 

NSWACTAHS 

Duntroon Health Centre 5550 close close nil 28 
Kapooka nil nil nil :>19 

RAAF waaa wasaa nil nil nil >7 
GSNNSWAHS 

Holsworthy (lHSBI 3830 close reviPJW/ lab unknown 
retain 

RAAf Richmond (3CSH 1604 nil close lab nil 
CSG-HSWJ 

Randwlck Barratks 400 nH close nil nil 
HMAS AlbatrOss 1000 nil close nil unknown 
SQAHS 

Enogera (2.HS81 3704 retain retain lab 52 
RAAF Amberlev (1ATHS) 2226 nil dose nil 21' 
NQAHS nil 

Laveratk 4466 Nil close nrl 30 
VICAHS 

Albury-Wodonp Health 1600 nll out sourced nil 20 
Centre 

Puc~apunyaiHea~h 1150 nil outsourced nil >S 
Centre 

HMAS Cerberus 2500 close close unknown unknown 
SAAHS 

RAAF Edlnbursh (4EHSI 2166 close close nil 22' 
Keswick Banraclcs 3SO nil close nil nil 
WAAHS 

HMAS Stirling 861 nil close nil nil 
NTAHS 

Robertson Barracks 4100 nil close nil 22 

Total 35,507 5 l3 3 13sltes 

Source: JHC llndudes aurentJHC Intentions) 

•AntlclpateclnewfiCIIItles 

Anticipated savings from these dosures were assessed based on available data, primarUy 
civilian labour costs (contracted and outsourced) and reports on specific facilities (primarily 
Duntroon and Albury Wodongal. Some data on maintenance and consumable.s was available, 
and assumed to be typital of that service. Assumptions were made concerning equipment and 
capability purchase . 
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Ongoing costs to Defence for servtce provision were ba$ed on the averase fees for service 
2007-oB, drawn from Medicare/DOHA data. 

Key Allumptlans 

In summary, the analySis Is based on the followlns broad assumptions. Specific fadllty·related 
assumptions are listed for each facility-related analysis below. 

• Current rates of referral are likely to continue In the absence of on-site facilities. 

• current cases mi~~tes are likely to continue In the absence of on·slte faclltties. 

• Future costs established for 2009·10 and inflated uslns health care CPI across the 10 
years (unless otherwise noted). 

Ultimately, the data available Is not able to support a conclusive analysis. The followln& 
asse55ment Is indicatiW! only. 

5.2 Identified facilities and extra service costs 

The followlns outlines the cost models used In each case to assess costs and projected savinas 
that could be achieved through a change in service arranaements. 

5.2.1 Dllllflostlc lmaalftl 

Over time, advances in dlasnostlc Imaging may sene rate cost offsets th rOUih early treatment 
and detection (Productivity Commission, 2005). However, such benefits gained through 
e1dsting on·site faclll11es for Defenct are limited. From discussions and available data. the 
diagnostic 1m111ns available et the sarrlson level Is predominantly radlolosv (x-ray machines). 
Addltloftal capability-ultrasound imqlns-ls available at Enouera. lhere are some portable 
ultrasound machines available, but these are not for the purpose of sarrlson health care. For 
tht majority of cases, however, additional lmaglnl is outsourced to providers In the 
community. For e~~tample, ln 2008·09, while 1730 patients were seen at the ~t-ray facility at the 
Duntroon Health Centre, 2686 (which may have included some of those seen at Duntroon) 
were referred to an external provider (Cosent. 2009). 

case Mix Model 

In the absence of case milt data, a case mix model for diasnostlc Imaging was developed ba&ed 
on the 2006 model used for the Albury Wodonsa Health Centre, and on which the cost of 
servk:e provision was based. The types of lmaglna services and number of each service 
anticipated annually are set out In the Table below . 
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Table 5.2.: Dialf'Odk: lma11n1 case Mill Model 

lrnapns Service Type Servla!s 
As I K of Total 

Services 

Ultrasonic 117 9.65" 

Doppler 0 D.om£ 

Radlolosv-Euminatton of 301 24.83'Ks 
Extremities 

RadloiOBv-Examlnation of 130 10.73% 

Shoulder or Pelvis 

Radloloay-Eumrnation ol 240 lUll% 
Thorac:lc Reaion 
Radloloay-Examlnatlan of 0 O.OOCJ6 
Alimentary Track and Biliary 
System 
OPG 186 15.35'16 

CTScan 35 2.&9'K 

Mammosram 19 1.57% 

Fluoroscopy 4 0.33" 
Nuclear M~iclne 52 4.29" 

MRI 115 10.31" 

IVP 2 0.17W. 

Barium Meal 1 0.~ 

Total 1212 100.00% 

Sourc:e: .tcteement between Defence Suflport Group and · for the Provltlon d Health Sel'\lk:e5 
to the Albury Wodqa Military Atel, UI06. 

It was assumed the case mix wa5 not likely to change In terms of the proportion of service 
type, and that this mix was likely to be duplicated across other aarrisons. 

Averaae fees for the lmaglns services were derived from 2007-08 DOHA/Medlcare data, based 
on Medicare Benefit schedules. Those averaaes were then adjusted U$ln&; the health care 
inflator adjusted for 201J9-10 (Section 1.3.2). 

Table S.i: Adjusted Averap Fee for lmlllinl Servlte (2009-10) 

Type 

Ultrasonic; 

Doppler 
Radlology-Exanlnatfon of 
Ertremlties 

Radloloay-Examinatlon of 
Shoulder or Pelvl~ 

Radiology-Examination of 
Thoracic Rylon 

~ACCESS rJ::I ECONOMICS 
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Type 

Radlolocy-ExamlnMlon of 
Alimentary Tratk and Biliary 
System 
OPG 

CTScan 
Mamm01ram 
Fluorosc;opy 

Nuclear Medicine 
MRI 
IVP 

Barium Meal 

Source: Access Economics 

Adjusted Avera1e Fee 

$S2.70 

$47.16 
$334.S9 

$106.92 

$98.37 

$535.13 

$427.14 

$185.13 
$118.08 

Referrals rates are assumed to be 75" of the base population-this reflects available data 
from both Albury-Wodonea, which Is primarily a training faclflty, and Duntroon, which 
supparts training (RMC Duntroon and ADFA), an operational base (HMAS Harman) and older 
populations based at Russell, Campbell Park, Brindabella Park and Weston Creek. 

The case mix model was used In assesslne sevinp in two ways. First, to calculate cost 
estimates Incurred off-site services. The known exception was for Duntroon, which Is covered 
by a single contract for on and off-site lmaains (Coient, 2009). Second, to ge-nerate an 
altemate means of service provision, though direct fee-for-service, aaalnst which lliavlnas could 
be assessed. 

There are problems using such a model, of course. For eKample, it can be expected that 
garrisons specialising In medical support, lncludina rehabilitation and tralnlna may have a 
htsher intldence of referral and reflect different needs. There may be differences between 
Services: Army, for example, could be expected to Incur a areater number of orthopaedic cases 
reQulrinl assessment than the other services-and the Albury Wodonta case mix reflects that 
of an Army establlshmtnt. However, the data Is not il\lallable to make a finer or more accurate 
analysis. 

CUrrent Costs of Service 

The main cosu that cot.!ld be Identified as attributable to JHC are the recurrent costs, lncludlns 
labour costs (civilian contractors), servlcinl and maintenance of equipment, consumables, and 
transport. Additionally, JHC Is responsible for off-site imasins costs. for 

I those cases other than radioloBy land for EnoBsertt, ultrasound); and 

• radiolosy cases outside the operattns hours of the on-1ite x-ray facility. 

Facilities costs, thou&h incurred through support to the provision of health services, are the 
responsibility of De-fence Support Group. Equipment replacement costs are discussed below. 
Costs, and the nature and collection of costs, varies according to Health Service Area and 
contractor. A basic model of costs was derived, from the available data, and where possible 
known and consistent data was used. 
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Lobour costs were derived uslns contracted personnel assigned from re11onal health providers. 
Where available, the costs attributable to specialist providers were Included. For Duntroon, a 
radlofoBist attendln1 the facility Is provided by the local contractor, but provided 'free of 
charge' as part of a more wlde-raftllnl contract. Cleric:aland support costs have been Included 
only where known. It is possible that clerical support may be shared across the sarrison: data 
Is not available. 

Based on information provided by JHC, the following table represents consolidated costs of 
contracted specialists at garrisons. 

Table 5.4: lmat1n1: Known and Assumed Labour Costs 

Garrison 
Contractors 

Speclilllsts 
Altemattve 

SUpport 
I Costs) amnpments 

Duntroon O.S radiQp'ipher 0.5APS3 

($992,4411 ($31,460.00) 

RAAF Richmond 
Holsworthv 
Randwick 

HMAS l<uttabul 
HMAS Albatross 0.8 radlotrapher 

($108,618.88) 

Enoaaera 1 man~p~r medical 
lmqll\fl 

1 radl01rapher ($146,552.50) 

1 sonosrapher 

($456,172.13) 
RAAF Ambet1ey 

Lave rack 

HMAS Cerberus 1 rldiCJirapher 
($135,773.14) 

RAAF Edlnburah 

($165,000) 

Keswlc:k 

HMAS Stirlin& 1 radi01rapher 
($152,143.20) 

Robenson 
Source: Joint Health Command 

Based on the available data on labour and specialists, It is as!umed that the following facUlties 
are In operation: Duntroon; HMAS Albatross; Enot~gera: HMAS Cerberus; RMF Edinbu!'Kh; and 
HMAS StlrllniJ. 
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It is not clear whether the spedallsts listed above use the ADF x-ray facilities, or wnether their 
costs are associated with services at their own facilities. It is possible that other contracted 
radiolosJsts, either through f'ellonat health contracts or on a fee-for-service basis, operate ADF 
x-ray facilities. White there Is no evidence that military medical officers operate or support 
these facilities, nor " there conclusive evidence that they do not. Arrangements other than 
those available from contracted personnef data provided by JHC m11y be undertaken at a 
garrison level. The arrangements at Duntroon 1te an example. 

Costs for maintenance, consumllbles ond transport are derived from those Identified at 
Ountroon in the Cosent Review. Annual maintenance costs of $1040 12009-10) are estimated 
for the Ountroon fadllty. The C01ent Review, however, notes that no certification records for 
the x-ray machine was available. These were not induded In the uvlnp calculation-they are 
not funded from JHC's MEE budget-but closure of all operattna facilities is likely to senerate 
around $0.4 million 0'1/er ten years In terms of consumables and maintenance. 

There are two types of consumables estimated for the Duntroon facility: the first ($4800) Is a 
reimbursement (without provision in the contract) to the contractor for l(•ray film, assumed 
here to be for use at the Duntroon facility; the second l$5000) ls described n 'other 
consumables'. The Cogent Review reports 1730 cases undertaken at Duntroon ln 2008-09, 
leadln& to an averase consumables cost per x·ray case of $5.67, equatlniJ to $5.87 In 2009-10. 
The x-ray case mhc carried by sarnsons was assessed uslna the tase mix model disCI.ISsed 
above, dertved from the caw mix a1reed In 2006 for Albury Wodonaa Medical Centre. The 
proportion of radlolo&y cases was Identified (41.94% of all lm&~lna cases34

). Based on the 
practice at Duntroon, It was estimated that 75% of those radlolosv tases were undertaken on• 
site, with the remalnlna 25% undertaken off-site (for example, out of faclllty operatlni 
hours)25

• The number of estimated onslte cases was multiplied by the averaee consumables 
costs per x-ray case to arrive at an estimate of the consumable costs per facility. 

Naturally, there are some limitations to using the data arrived at us I• this calculation. First, 
there are the assumptions inherent In Its calculation: that the data Is vaRd and applicable to 
other sites; and that the proportion of IC-rays taken onsite versus offslte is valid. Second, It 
assun'lt$ that the costs of consumables remains constant over time, subject only to 1eneral 
health CPI inflation. The replacement of equipment may increase consumable costs. 
Retention of equipment may also Increase costs, as consumables for dated technoloeles 
become lncreasillllv scarce. 

Nonetheless, In the ab&ence of more accurate data, these seem reasonable assumptions for 
the purpose of this analysis. 

It was assumed that maintenance and consumable costs at facilities at Enogera, known to 
contain ultrasound as well as x-ray facilities, were twice that for smaller fac:illtiesl'. 

2• RldlolotY cases account for S5.36'J(, of all radloiDJV cases within tha ,.,. mile -Mthln the Albury Wodonp Mlldlcal 
Centre lllntement. Meilsured aplnst tM base p~ttlon (1600), trn.t &enerltt$1 proportion d 41.94'16. 
26 Applimlon d the 41.94" rlftrral nte apinst tctlll biiSe numbers ylllllh 2328. The C01ent Review reports that 
the number of on-site r1dlolotY cases Will 1730 In 2008<09. That suaeesu dlat 74.~-roun!Md to 75K-of 
radlolotw uses ill1t undertaken an-site. The Duntroon fldllty opemes onl~ p!trt•tlme and not 01'1 WIM!kends. This is 
likely to bll typical of most fldlities. Where facilities opeme fuQ.tJme tht proportion« radioiOIV t1se11.1ndertaken 
onslte will Increase, witt\ a commensurete Increase In consumablai com. 

:HI This; 15 unlikely the case-ultrasound accounts for only 10% of all cases. while radloiOIY accounts for cioN to scm. 
There l.s a lade d data concemlf11 costs of ultrasound cansum.~bles. 
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Annual transpot1 costs of$2133 are included in the cost of service provision. This cost Is based 
on one hour per week transporting patients to Calvary Hospital on weekends. There is no data 
lndicatir~~ the number of such cases. It appears to be cost additional to other transport 
services provided at the Health Centnf7

• 

Given that none of the ADF's on-site facilities can provide the full range of imaaina services, It 
Is reasonable to assume similar transport costs are accrued at other facilities. 

As noted above, equipment replacement costs were difficult to ascet1aln. These costs would 
be a major contrtbutor to onsolns provision of services by JHC, but It remained unclear as to 
when equipment would be replaced. Past practice Indicates that Defence uses equipment well 
beyond full depreciation and that equipment is replaced when facilities are replaced or 
upsraded. 

It was assumed that replacement of x-ray equipment would tost $500,000, excludlnB facilities 
costs. Replacement of equipment at Enoaera was assumed to be twice that cost: $1,000,000. 
Althouah equipment Is most often replaced as part of a Jaraer facilities prosram, the costs are 
split such that Infrastructure Division in tf\e Defence Support Group is responsible for facilities 
costs, while JHC bears equipment costs. 

There Is no data or plannlns auldance indlcatlna llkety replacement schedule, or the aae of 
existing equipment. Should <JH Imaging equipment be replaced In 2009·10, total equipment 
costs are estimated at $8,500,000 (15 sHes at $500,000, one site at $1,000,000). 

Regardless of the presence of x-ray facilities, garrisons are llke'v to draw on community 
servk:e5 for out-of-hours requirements and for those Rrvlces other than x-ray. In the absence 
of a fully staffed garrison faciHty, it was assumed that Defence would refer Its members to 
commercial provide~ in the community, paVJna the full fee-for-service, when facilities are 
closed-the material ptovided suaests a number operate part-time and not on weekends. 
For Duntroonl that practice held, but commercial provider holds a contract to provide lmaaing 
services to Defence for an agreed sum. 

To enable an assessment of such costs, the case mix model was applied and full fee-for-service 
costs attributable to non-x-ray dlasnostlc tmasery was calculated for each facility. It was 
further assessed that 25!1(, of ·t.-ray cases would be undertaken off-site, reflectlns the 
calculation made ab011e, based on the experience at Duntroon. At Enogera, ttte same 
calculation was made, but assumed that 25" of ultrasound cases were also conducted off site. 

Assuming that In the absence of facilities within Barrlson, and redirection of ADF personnel to 
commercial providers within the community for diaanostlc lmagln11, the followlns table 
represents the anticipated costs of diagnostic lmaalna for 2009-10 at full-fee-for service rates, 
uslns the adjusted, averaaed rates above. 

27 The Co&ent Review Indicates thilt three full-time transport officers (one APS3, two APS2) are attach!d to the 
ountrcon Opariltl.-. Theatre for the purposes of transport of ADF members to specialists, ITIO$tlv for wrlical 
purposes, between A~ hellth centres In the ACT, and covrter tasb (two dally runs). 
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Garrison 
TObiiCost 

Population Servlc:es 
2001-2010 

Duntrooo Hl!alth Centre $532,840.37 5550 416! 

RAAf Richmond $153,995.67 1604 1203 

Holsworthy $367,707.86 31130 2873 

Randwlck Bar111cks $38,~2.91 400 300 

HMAS Kuttabul $165,324.52 1722 1292 

HMAS Albatross $96,007.27 1000 750 

Enogera $355,610.94 3704 2778 

RAAF Amberley $213.712.19 2226 1670 

la'fetatk $418,761.41 4466 3350 

HMAS Cerberus $240,018.18 2500 1175 

RAAF Edlnbursh $207,951.75 2166 16ZS 
IWwick $33,602.55 350 263 

HMAS Stirllna $82,662.26 861 646 

Robertson $39!:629.82 4100 3075 

Total $3,3101134.77 34.479 25,863 

Savings were calculated through subtractln& the full fee-for-services cost5 plus a nominal sum 
for transport 006ts ($7000} from the sum of known or assumed labour and transport costs plus 
an estimate of fee.for-servlce costs for non-xray lmasing. Savln1s were indexed using the 
calculated health CPI throuah to 2018·19, and set out In Table 5.6 below. The Table does not 
include costs attributable to facilities support or equipment replacement. 
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Table 5.6: Antidpeted Savlnp: Closure of Operlltiatlaltmllina Fllcillties• 

:zoot..lD 2010-11 2011·1Z 20U-1J 20a-14 lm4-1S 2015-16 1016-17 1017-:JA mll-19 JC!Ial 

Duntroon $534,4«1 $549,938 $569,l86 $511.708 $100,905 $621,335 $619,!154 $654,6!J!J $669,757 $68S,161 $6,1Cl6,483 

RAAF llk:tvnond 

Hoi5WOf"ddv 

Randwick 

HMAS Kuttabul 

HMI\S Albltro$5 
$7,832 $15,937 $16,448 $1.524 $17,381 $17,963 $18,52!1 $1!,111!J $.19,466 $19,914 $161.()14 

EfiOIII!ra $509,911 $524,698 $$4l,Q63 $555,010 SS'13.l25 $.592,1111 ·$610.010 $624,650 $639,017 $6SJ,715 $5.826.211 

RAAF Amber1ey 

llveratl 

HMAS Cerberu1 
$66,944 $68,886 $71.297 $11,86S $75.270 $77,829 SID.086 SI2.DOII $&3,894 $85.824 $764,903 

RMFEdinbursh 
$113.761 $132,31!1 $136,.9193 $134,707 $U4,637 $14!1.550 $153.915 $157,631 $161,270 $11M,979 $1.AS9,84a 

Keswick 

HMAS Stltlln& $13%,871 $13!1,154 $144,215 $144,622 $152,257 $257,431 $362,011 $165,915 $169,734 $173.638 $1.SG,G48 

llobemorl 
Total $1.375,751 $1,431.203 $1,.481.101 $1,497,438 $1.563.715 $1.616,927 $Ui63,905 $1,71l3,92t $1,743,1JII $U13,li0 $1S,Ifi0.5DS 

Source: Access Economics 

"Does not Include siMnp from fcqolrc eq ulpment replacement, estilllillhld ilt $7,500,000 (2009-10), or •low for transition costs. Includes. onty lmowtl perscmnel<~nl:i ~PtCIIIisu. 

E..'1ACCESS 
[Ill ECONOMICS Com merclal-ln-Confidence 57 



Health economic input in support of the SRP 

Facilities SUpport 

Facilities costs are difficult to assess. 

For operating theatre at RAAF Edinbursh, the SO AHS-SA provided estimates of $57.4 per 
square metre (2008-09}. This fi1unr is associated with the costs of eneray, cleaning, air­
conditioning, repairs and maintenance, bullding staff, fire protection and sundries. It does not 
cover a range of other costs asSociated with operating thettres, lnctudinl waste removal and 
laundry. As sud\ It may provide a better estimate for an x-ray facility than an operating 
theatre. 

For a facility occupying 50ml, annual costs would $2,870, or $2970.45 (2009-10}. OVer 10 
years and aaoss 16 facmtles, that amounts to $524,762. 

The Cogent Review assessed that the Duntroon Health Centre Is substandard, with Inadequate 
maintenance. Contmued opef'ltion at Duntroon Implies the eventual replacement and/or 
UP8rade of facilities. It is likely that other facilities would slmllarlv need uparades or 
replacement, were imaalrw to continue at those aarrisons. However, there ts no data 
concernina the age or projected replacement of fadlltles. Ideally, the depreciation of 
replacement facilities would need to be attributed to total costs. Cost data for facilities 
replacement tends to be available on a c:ase-by-case basis as indivlduttl facilities and their 
needs are considered. Most data provided by Defence and consultations point to closure 
rather than refurbiShment, uparades or replacement. 

Equipment 

Equipment replacement would Involve replacement of x-ray table, aantry, cam~ras and 
associated Items. It Is worth notlna that as part of contract conditions at Duntroon, the 
contractor also provides a ranae of equipment enabllns operation of the fadllty, Including the 
main proc:eulns unit, as well as equipment enabllns immediate provision of a d~vefoped 
lmate to an off-site fadloiORist for assessment. Replacement would offer the possibility of 
newer technologies, lncludlnJ the incorporation of lma1e processlns, transmission and storage 
technoiOBits that could be Integrated Into e-health capabilities. 

Estimates of equipment repl1cement may be assumed: as above, for example, where costs of 
$500,000 for x-ray equipment are posited (and double that for replacement of x-ray and 
ultrasonic equipment at Enogera). However, there are no known schedules for equipment 
repi.Jc:ement. The material prOVided by Defence and discunlons suaest that much equipment 
15 dated or Inadequate. 

A further consideration for Defence Is the rapidity and cost of technoloslcal change, both in 
medical technolotles, but also Information technoloales. Given Defence's experience to date, 
keeping up with technological chanse and sustalnlnJ medical capability In this area will be 
difficult. Further, madlcal technolostes are a key driver of health care costs, and awareneu of 
and demand for new technoi01Jies is likely to continue to Increase (ProductiVIty Commission, 
2005). Depreciation re&~mes are unlikely to reflect the rate of technological change and 
renewal, and can only be supported by hiBh utilisation rates-not the case currently within 
Defence. 
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JHC would be better placed to take advantage of those Improvements, such as miniaturisation, 
that enable Increased portability and robustness of tethnology in the fteld. Given the pressure 
to generate increased efficiencies withtn the JHC budget, and the low utilisation of existing 
facilities, supportlns and sustalnlns numerous inta~lnll facilities In garrisons will become 
untenable. 

Summlf\': lma&inl f1cllltles 

Allowln1 only for labour and recurrent costs (aside from faCilities), it is possible that JHC could 
realise $15.9 million from the closure of all garrison lmaaina facilities. A conclusive l~t and the 
anticipated closure, or retenUon and replacement, of facilities Is needed to give more structure 
to these ftsures: current and anticipated closures will reduce the estimate, while Inclusion of 
previously unknown Ia bour costs, equipment and facilities costs will Increase lt. The analysis 
also assumes that the alternative to on-site facilities Is the use of civilian facilities on a fee·for· 
service basiS, usins the AWMA health asreement model. Further savings could be realised 
through contractual arran1ements uslnJ a similar modef'. 

The lack of clarity surroundlna the costs and the validity of a number of the assumption$ used 
to derive both the model and savln15 lend considerable uncertainty to the projected savlnss. 

5.2.2 SUIJery 

~ with ima1ing, sursery facilities have been retained primarily for training purpo$es. Uke 
lma&lng faciHtles, they are operated almolit exdusi'tlely by civilians. Milltlry medical officer'$ 
and nurses serve only as assistants: many of the su111eon specialists may also serve as ADF 
Reservists. Much of the sursery undertaken at ADF sutJital facilities Is of lower risk and 
c.:ompllcaUon-hllh risk, eme11ency and complicated procedures are referred to civilian 
hospitals-and a restricted number of SUIJical dlsdpllnes are undertaken at ADF facilities. 

Su11ical facilities at Enoaera are llkefy to be retained at least for the short-term for trainlnl 
purposes, with theatres at Duntroon, RAAF Edlnburah, HMAS Cerberus and Holsworthy due to 
dose. (There is also mention In the data provided of an operatlna theatre at RAAF Richmond.) 
The af1uments reaarding tralnina are blunted by the fact that much of the surgery undertaken 
at AOF facilities does not prepare mllltlry medical officers for operational conditiOns or the 
cases most likely to be encountered In an operational settina. Further, there Is evidence to 
suaest that military staff are not available to support the suraery undertaken in ADF theatres. 

Su1Jieal costs comprise 

• Specialist surseons (contracted) for sursery and for pre-operative and post·operative 
visits (and associated travel time). Six resular suraeons are used at RAAF Edinburgh. 
HMAS Cerberus used nine regular surseons, reportina that the viability of services were 
threatened with the departure of four of those surseons {affectina orthopudic, plastic, 
seneral, and obstetriC$ and svnaecoiO&Y sursery). There are seven specialists servicing 
Duntroon, as well as eight anaesthetlsts. The specialities practiced at base operatina 

.._ _____________ t~reement cowrina Duntroon and the Acrmore aenerallyls 
--·H~r. the AWMA health llf'l!l!ment rnoc:h!l sugests sl&nlflcant savlnp could be nvde should tenden 
be SOVIht for JHC's lm•lina needs for the Acr. 
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theatres vary between sites, makins generalisations (and construction of a case-ba-sed 
model) dlffleult26

; 

• Anaesthetlsts (contracted). Duntroon costs, based on DVA rates, are estimated at 
$481,448 for :.1008.()9; 

• Surgical team. Staffing resources ill Duntroon comprise six nurslna t.t.ff, one health 
services assistant and one CSSD technician, aU eontetted30• Data from RAAF Edinburgh 
combined theatre and recovery staff. The report on HMAS Cerberus Indicate a lack of 
qualified suralcal assistants; 

• Consumables and tJharmaceutlcals. These comprised approximately $8,600 per month 
at HMAS Cerberus (2009); $74,466 for 2008·09 at RAAF Edinburgh; and $304,076 at 
Duntroon (2008-09). Figures for other sites will deper1d on workload); 

• Operating theatre equipment. Some specialist equipment may be rented (RAAF 
Edlnbuflh has provkted an annual fiBure of $27,730 for 200&-09 •. Some redundancy in 
equipment may be required for safety and medico legal (and Insurance) purposes; 

• Maintenance and equipment serviclna. These co.srs comprise $1600 per month 
l$19,200 for 2008·09) at HMAS Cerberus; and $5,531 (2008-09) for biannual inspections 
at RAAF Edinburgh; and $36,520 at Duntroon (estimated costs for 2008.()9, and includes 
$20,520 for OJCYien, nitrous and medical air}; 

• Utilities and prrlson suppon. These also vary widely. from $24,796 at RAAF Edinburgh 
for~; $223,545.18 at RAAF Richmond in 2006-07, which lndudes Bas, laundty, 
waste removal and aarrlson suppon~ and $154,977 (2008-09, comprislns electricity, aas, 
waste removal, waste and laundry) at Duntroon); and 

• Transport. A transport and IQ~istlcs cell Is attached to the OperaUng Theatre at 
Duntroon. The cell includes three drivers (one APS3, two APS2s) to assist with patient 
transpon between ADF heah:h centre and to and from specialists' rooms and hospltals, 
and to undertake courier runs. The Senior Health Officer AHS Viaoria h15 flaged that 
dosure of HMAS Cerberus; operatins theatre may require an investment In 'specialised' 
transport to take patients to tiYlllan hospitals. 

Garrison theatres are not used for major or more specialist surgical suppon. JHC would Incur 
the costs associated w~h non-carrlson surgery, which would be undertaken by contracted 
&pecialists In the private or public health system. At Ountroon, ~0 cases across four speciality 
disciplines were undertaken In the operatins theatre, while another 397 cases were 
undertaken att external hospltals31

• Each of the 860 cases co•t an average of $3,500, totalling 
$3.088 million. 

Two facllitlas-Duntroon and HMAS Cerberus-need considerabJe Investment to upgrade 
them to the lev&l necessary to comply with le&lslattve and regulatory standard&, and to allow 
them to eontinue to provide their contracted specialists with the support they require for 

21 foraxii!Tflle, Ountroon optriltlnl theatre (as at Auaust 2009) pi'O\IIdll slfVk:as in orthopaedic surpry, ceneral 
SUI'JI!fY, plastic suraery, urdOIY. Ofill surpry and endOKopy; H MAS Carberus has lost contracted sut~~cal sel'llices 
in orthopaedic: surpry, plaltlcs &eneralsurpry, ilnd obstetria. and BVnaecoloiY Jurpry; RAAF Edinbullh repom 
services In 011hopt~edlc SIJlllry, ENT suraerv, senera,l surprv, plastic sur11ry and oral surt~ery. 

:Ill Capnt (20091. ftrvlrw ofSt!Nic. Ptalllllon in Ill• ACT, Annex 8, pU. 
31 Copnt (2009). Rtlliew of Service Pmlrlslon In Me ACT, Ant~ex B, p3. 
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surgery32• A business case put forward by the senior Heafth Officer AHS South Australia 
sugested costs associated with bulldln1 and equippinR a new operating theatre at RAAF 
Edinburgh would cost $2 million. Another repon estimates replacement of the onhopaedic 
and seneral surgery item5 at Duntroon in the order of $250,000 to $300,~3• The Senior 
Health Officer AHS Victoria has expressed cancern over the state of the operatlns theatre at 
HMAS Cerberus In view of medico-leaal requirements (Department of Defence 2009f). 

The viability of surgery depends heavily on the presence of specialist suFReons willing to use 
base facilities. Poor and old equipment has been cited as a contributins factor for the 
res~&nation of contracting surgeons at HMAS Cerberus, and is particularly evident with regard 
to the onhopaedlc and general surgical Items and equipment at Duntroon. The schedulins of 
theatre Is another factor-spedallsts are unable to Incorporate ADF personnel Into their 
normal schedules at civilian hospitals. 

The information available suaests that at best, operatln& theatre of bases operate at only part 
capacity, even when fully staffed for purpose. According to the Cogent Review, Ountroon, for 
example, operates for approximately only half the available sessions per week. Specialist 
consultations, bottt pre· and post-operative, are scheduled but often cancelled or postponed 
for a variety of reasons. 

Base operating theatres are supported by in-patient accammodatlon. Elimination of operatl"i 
theatre reduces the need for and level of care at Inpatient facilities. Savlnss from reducina and 
closing inpatient facilities are considered below. 

Analysis of potential savlnp from the closure of operating theatres is offset throush the use of 
both SUI'(IIcal facilities and expertise in civilian fadlities. 

The only readily available data on which to make substantive comparison of costs are that 
provided by the C01ent Review of Acr health facilities and the business case put forward by 
the Senior Heahh Officer for AHS South Australia In support of cantinutng surgery facilities at 
RAAF Edinburgh. The two sets of cost data are not canslstent. For example, the RAAF 
Edinbul'(lh data would appear to underestimate facility support costs and 
consumables/phannaceuticals as compared to the Duntroon data. The Cogent Review for 
Duntroon uses OVA rates to assess anaesthetist char1es and includes pre- and post-operative 
consultations by the vlsltlna medical specialists. 

Nonetheless, an estimated cost per procedure can be generated usina Duntroon data. In 
2008-09, 860 procedures were undertaken In the Duntroon operating theatre, at an estimated 
cost of $3,088,222, or $3,591 per procedure. From ttte RAAF Edinburgh data, the 
commensurate chaf(les for the 2008-o!J procedures had they been undertaken In off·slte at a 
civilian facility, were proVIded: they totalled $1,544,206, or $3010 per procedure. Further 
work, lncludlnl the derivation of a case mix model, would help refine both measures. 

Aside from Duntroon, there is no data Indicating the number or costs of procedures 
undertaken at other operatina theatres, or within the civilian sector. However, the number of 

32 Cosent (2009~ Rt:lllt:w of Service Prov/$/on In 1M ACT; Department of Defence (2009) Brief for CJHHH; HMAS 
C,.lmus H«JJfh CenfnOIJ'rDfing·Th•otfll, 18 september 2009. 
33 Cottnt (2009). Revi.w o/S«vvce Provision in the ACT, A11ne11 8, pll. 
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procedures undertaken on-site as a proportion of total sarrlson population for Duntroon Is 
15.5%, with another 397 cases, or 7.2,., undertaken at external hospitals. 

In total, 22.6594 of the Duntroon garrison population underwent operational procedures In 
2008-D9. The proportion undergolns procedures at the on-base theatre at RAAF Edlnbursh 
was 23.68%-the overall rate recehlins surslcal treatment, both at RAAF Edlnbursh and In 
civilians hospitals, may be hl&her, but no data I$ available at this time. At a gross level, 
considertns all therapeutic procedures, a rate of 22.65" Is low compared to the aeneral 
population (If perhaps typical of males between the aaes of 15 and 35). For surslcal operations 
alone, the Australian avera1e Is 34.9696 (34,959 per 100,000 heads of population); for the ACT, 
the average is 24.7294 (24,721 per 100,000 heads of population):M. 

Given the absence of specific data and stven the 11arlation between site$, only broad 
conclusions can be drawn. The on-site cost data from Duntroon is considered to be more 
comprehensiVe 1han that from RAAF Edinburgh, which omits a number of cost contributors. 
For the purpose of the analysts, the Duntroon referral rate of 15.594 has been used, atthoush 
this may underestimate the number of procedures undertaken at other sarrlsons (for example, 
RAAF Edinburgh). 

Table 5.7~ Estimated Open~ttna Theatre Cestsand COmmtMurate Outsourctd Colts (m.-
09) 

Sul1lkll Duntroen.-Md OUtsoutcld COlts 
G.trrisan Size cases• COIIIpWI!tlve c:Dita (RAAF Edln1M111h daUI) 

Duntroon ssso 860 

Holsworthy 3830 594 

Enouera 3704 574 

HMAS Cerberus 2500 388 

RAAF Edinburlh 2166 336 I 

Total 1nso 2751 $10,516,116 §!:815~ 
Sourct: Access Economk, JHC, Cosent 

•Estlmatu baed on OUntroon rate of A!ferral, n do not lndude eases dlsplltt:hed to civilian hospitals. There I! no 
dlt.l on cues referred to clwli111 hospitals from tile other prrlsons. 
• This ulculatlon. wl11ch includes anly hospltll1nd speclall$1:1 costs,ls not dtllimilar to Copnt's estimate of 
---•(Coaent (2009)), which Includes additional staff ind pre- and past-operative patient support costs. 

As assumed for dlaanostic ima,tn& potential savings comprise the difference between 
operating costs and CO$ls attributable through use of civilian facilities. sav1nas across the five 
sarrbons are approximately $1.6 million for 2009-10. 

As noted by the Sen lor Health Officer AHS VIctoria, use of only clllllian facilities, or military ~ites 
embedded In dvllian hospitals, will entail transport costs. At Duntroon, a transport and 
logistics cell comprlslna APS staff is attached to the Health Centre, undertaking a number of 
patient transport and courier tasks. It Is likely, but unconfirmed, that simtlar cells are attached 
to other aarrlson health centres. Gillen that the Duntroon cell already transports patients 

Data drawn from Medicare Stltlstk:s, 
https://www.medlcareaustralla.p.eu/statlstlts/mbs..lroup..shtml 
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between health centres within the ACT and to specialists and hospitals, a majority of patients 
are likely to be able to use such services. However, assumln& that the Increased reliance on 
civilian hospitals and facilities will require one further driver (APS 2) and an additional vehicle, 
the increased cost for 2009-10 will be approximately $96,372• for each sarrison. These 
indicative transport costs have been factored into Table 5.8 below. 

As with Diaanostit lmaaina, replacement of equipment has not been factored in, nor have 
schedules for closure, up11rades of facilities or replacement schedules, for much the same 
reason. Discussions and information provided by JHC suggests that should operatlna theatres 
be retained, most Is notal would require significant investment in terms of the fadllty and 
equipment replacement and UP&rades. 

" One driver at APS costs $57,772 (ANMAN 4), plus vehicle costs of $28,000, maintenance of $4,000, oper1tln1 
cost$ $5,000 .,d in.surance of $1,600. 
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Table 5.1: EstiiMtl!d 5mnp from Closure of Operatlna 1'healres and Outsourdnc to Clvilan Fadliti~ 

~ -.Jo 2110-U JOU-U :.rou-u l!OlJ..H 20.M-15 ~16 

Dud;rQOft $403.2&6 $414,961 $429.414 $4SI.!W $4U.4ll s..IM $4Bl,.QO 

H~ SZ48,423 $255.6211 $M4,575 $170,395 $219.321 $3S,81S $297,191 

f:I!OIP'll $U7,Q80 $2"3.956 $2.52,4114 S2S&049 $2A514 $275,621 $2.13.621 

K'MAS Clfllen.i5 $12I,SO $132.4:U $U7.G$7 SJAO,on $14U95 $141,614 $153,953 

IWIF l!dlnlulfl $!11,622 $101.412 $111S,I&C $107,345 $110,117 $114,657 $U7,!182 

Tllltll $1,1U,DI2 $1,141,4G $1.188.6" $1.214,7" $1~ $1,297,541 $1.,335,177 

Soura; Access Economics 

•EJ!:rapa'-<1 fRIIn Duntroon dlbl(l:aplnt 2009tand civilian cost estimateS based on the RMF EdiftbutP 2ClQ6.09 ct• mil. 

~ACCESS r.J:ill ECONOMICS Commercia l-in-Confidence 

:zm.&-17 .1011-18 ZOD-11 

$4!M.Q09 $505.m $516,,. 

$304,323 $J1l,W $~11,.WJ 

$M0,421 $297,!01 $303.Ml 

$157,641 $1i1.l7" $164,9&J 

$120.&14 $W,SU $121i,4]5 

$1,367,221 $1,3911,6157 _____jl.,431],.137 

Teal 

$4Jj07,701 

$Z,Il8,474 

$2,'l'DII,.B 

$1.470,409 

$=126.MJ 

su;m,300 
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Summary: Operatlnc11'1eatres 

There is reason to be sceptical about the prospective savings aenerated In the above analysis; 
they are eld:rapolated from costs estimates from two different facilities, with different case 
miKes and use of specialists. Further, procedure<entred costs are not the norm In assessing 
the costs of health care, but there is inadequate information enablin1 an estimate of case-mix 
adjusted hosplta} separation costs. However, there is some confidence that the analysis has 
senerated a btoad indication of prospective savin1s. 

While prospective savlnss from the closure of these facilities may be higher, there are other 
factors likely to be not fully incorporated, Including pre- and post-operative in-patient care, 
that may detract from those savings. It Is dH'ftcult to draw stronger or more accurate 
conclusions &lven variation in case mix and garrisons' circumstances and costs, without 
additional and better data. 

Based on the analysis, it would appear that the Immediate closure of all operating theatres 
may be able to generate $U.75 mrlllon in savinss. More accurate assessments need to be 
1enerated based on actual costs, case mtxes, assessed dosures, and transition and support 
arransements. 

Material from Defence indicates that 13 prrisons have in-patient fac:ilities. These are liSted 
below fTable 5.9) together with the available data on s~e (number of beds) and averase bed 
occupancy. 

Table 5.9: Available D• on In-patient Fadltin 

Duntroon 

Kapooka 
RAAFWa.t~~a 

Holsworthy 
HMAS Albatross 

Albury Wodonsa Medical Centre 

Puckapunyal Medical Centre 
HMAS Cerberus 

Enoaera 
RAAF Amberley 

Laverack 

RAAF Edinbur&h 

Robertson 

Total 

Saurce:JHC 

Beds 

28 

20 

30 

52 

21 
30 

22 
22 

225 

Occupancy* 

10 
19 

7 

• 
s 
s 

20 
15 

6 

l2 

2 

106 

• Where a rlllae wn prollided lea 10.20 bed occupancy), an iMI!tap was assumed. 
• Described as 'very low'. 
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Althoush 13 sites have in-patient facilities, studies sponsored by JHC suuest that few beds are 
used for the purposes of post-operative sursery. For example, the Coaent Review states that 
many of the patients housed as Inpatients at Duntroon are there under 'duty of care' 
provisions, includinl members dlschafled from civilian hospitals, or who live alone or In the 
'lines'36

• Discussions with JHC indicate a preference for retalnlns some low-acuity care at 
facilities where Defence has a duty of care for particularly under·aae personnel. Discussions 
suaest that some facilities-for example, at HMAS Albatross-have been retalned in view of 
the lack of capacity within the community. However, data ts not availabte that would allow a 
comprehensive assessment of in-patient load on eommunlty facilities. 

A further argument for tetention may arise from broader national security concerns: In the 
event of a pandemic or major terrorist attack, garrisons may become source5 of additional 
capability In the form of beds and medical assistance. No plannlns or such a requirement, nor 
Incorporation Into the SRP framework,.ls evident, however. 

Mental health concerns may also require some in-patient facilities at bases. While ADF 
personnel required to undertake lnvoluntarv treatment must enter the local public health 
system in the local jurisdiction, there will be a number for whom commanders and medical 
personnel have concerns. but who may not require Involuntary treatment. The Dunt Review 
also notes that Inpatients facilities on bases may be used for ADF personnel who threaten self· 
harm or are suicidal, in the 'usual' event that they are not accompanied and admitted the 
casualty departmettt at the local public hospital, and that that such arrangements are viewed 
with mlsslvlnp by Medical Centre staff.s? It is possible that In-patient fadllties may be used by 
personnel returnln1 from deployment suffering from adJustment problems, and lacking 
suppon: off·base31

• The Review, however, does not make an exphclt recommendation 
concern Ina the oncoinc use of Inpatient facilities for ADF mental health needs. 

Studies of options for and based on the Albury-Wodonga Medical Centre 11re used to assess 
costs for inpatient facilities. It is worth noting that the averaae cost of a bed per night derived 
in those studies, $550 (2007) and the equivalent Puckapunyal rate (used by the consuhants 
undertaklna the studies as the national cost) of $573 (2007) 311

, is considerably lower than the 
CO$ts derived In the ANAO 1997 Report of $850 to over $2000 (1997)*. 

For the purpose of this analysis, costs are based on the costs of bed per niJht and the 
occupancy data provided by Defence. To this end, occupancy rates at Holsworthy and at 
Robertson ar• assumed to be comparable for those at EI'IOJ8era (15 beds), while HMAS 
Albatross the octUpancy, described as 'very low', is assumed to be two beds. 

38 CO&tnt (2009t. RIWIIW of Servlc. Provision in *ACT. p2l. 

*" Dunt, Dlvid (2009). Revlf!W oj Mf!flral Healrlt Car. In t#ut ADF ond Tronsltlon t#trallflh 0/sdlarge, p•o. 
311 Dunt, David (2009). Revl•w of Mento/ Hedt#t CDr. In tht ADF and TrOMitlon t#traurth Olsdlorge, p91 
38 Grosnnor Man..-ment COnsultil'll (l007). Dejrmcf! Hf!VIth SffVil::fiS: Ntsk and cost flUt>ssm~~nt of hi'Oith driwry 
options, p44. 

•G ANAO (199?). AusttoUon De/~ ForcfiS H«JJth s.tvlt:es: Perfotm(lrlc;r Audit, Audit Report No. 34 1996-97, pari 
4.15. 

F;..1ACCESS 
[Ill ECONOMICS Commercial-in-Confidence 66 



Health economic input in support of the SRP 

Following the approach provided in the Grosvenor Report on Defence Health Services 
(Grosvenor 2007), current bed per nilht costs are based on the bed per nilnt cost for 
Puckapunyal, $631.55 (adjusted for 2009·10)41-SH Table 5.10. 

Table 5.10: Estimated Current ln-patlent Costs 

Reported Averace Estimated current 
Garrison Beds Occupied per Ant~ual bed nlahts costs 

Nlaht (ZIXJI.lO) 

Duntroon 10 3650 

Kapooka 19 6935 

RAAFWII&I 7 2555 
Holsworthy 15 5475 
HMAS Albatross 5 1125 

Albury Wodonaa Medical Centre 5 1825 
Puckapunval Medical Centre 5 1825 

HMAS Cerberus 20 7300 

Enogera 15 5475 
RAAF Ambertey 6 2190 

Laverack 12 4380 

RAAF Edlnbursh 2 730 

Robertson 15 5475 

Total 136 49&40 $31,350,335 

Source: Grosvenor 12007), JHC 

The date from JHC suaests averaee utilisation rates of 3mf. of the available beds, which aligns 
with the Grosvenor data. Cost savings could be achieved through 

• Reduction in the overalt bed numbers in facilities; 

• Conversion of a proportion of current beds to low-acuity care; and 

• Use of community nurSins for the off-base and at-home care of members. 

Reduction of overall bed numbeN will have sreatest effect at the larger facilities. By way of 
example, according to the material provided by JHC, Kapooka In-patients Is staffed by one 
nurse unit mana1er, six registered nurses and four enrolled nurses, one of which functions as 
ward clerk. The staff co5t totals ncludlna allowances. Reduclna staffln& levels 
by one·ttlird would senerate .savings of approximately Reduction In staff 
numbers would also be dependant on regulatory requirements. 

Conversions of beds to low acult)l·care would achieve a similar reduction in staff costs, as the 
intensity of care would be reduced. Costs of full conversions would need to be factored into cr 
future costins; that in turn would most likely depend on facilities repair or uparading. In 
ass.esstns the costs and risks associated with differlna options, Grosvenor used as the basis for 

41 The 2007 flpre was $59J per bed .,_r nlaht (Grosvenor, 2007). 
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a leuer level of health care the bed per nleht costs for the AWHC, $585.76 (2009-10).42 

Assumlns a full conversion to an AWHC level of care, at reduced costs, Defence may realise 
potential savincs of $4.05 million43 for 2009-10, as set out below (Table 5.11). Determlnin& 
how to realfse these savifliS however, will be difficult, given the assumptions made In the 
calculations. 

Table 5.11: Indicative PotentiaiSavinp throulh Reduction of Level and Cost of In-patient 
care 

Low can~ costs Possible Savlnp 
Garrison Estimated current costs• (Based on 

AWHC) 
(zoot.10) 

Ountroon 

Kapooka 

RAAFWaga 

Holsworthy 

HMAS Albatross 

Albury Wodonga tie~ Centre 

Puckapunyal Medical centte 

HMAS Cerberus 
En011era 

RAAF Amberley 

Laverack 
RMF Edinbuf'lh 

Robertson 

Toul $ali3S0,335 $27,302,000 $4,048!335 
Source: Access Etanomic,IHC 

• from Table 5.10 alxM. 

Last. community nutsifiQ could be used to provide care for a number of memben currently 
admitted as In-patients. The analysis Is based on otherwise steady $tate conditions lno 
conversions or reduction in facilities' size} and the following assumptions: 

• one third of current in-patit!nts are able to be cared for through community nursing; 

• a three to one ratio of patients to community nurse; 

• provision of transport for the nurse; and 

• a minimum pre5ence of a full-time community nurse (a Reaistered Nurse) at garrison. 

Under those conditions, annual ~osts and potential savlngi would be In the order of $7.38 
million, as set out In Table 5.12 below. This flsufe does not Include aids, Installations, other In­
home assistance or transport that may be Incurred through In-home care. 

42 Adjusted from the 2007 cost per bed nllht of $SSD (Grosvenor, 2007). As the Grosvenor Report, low acuity care 
may Incur addition• I costs throup lnc:rear.ed ua, and pt'OIIilion for 1uaranteed use, of off-lite cMiian facilities. 
43 This fiaure does nat specifie~lly allow for contractor to APS conveBions or the use of assistant ph-piti•ns or nuBe 
prutltloneB. 
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Table 5.12: lndk:atlve Potential Savlnp from Partlal Conversion to Community Cllre 

Estimated 
CCMnmunity Onaolna Totll 

Potendal 
Garrison 

current costs 
Nursina ln·Pitlent ReviHd 

SIWiftl5 
Costs Costs Care 

Duntroon 
kapooka 

RAAFWaga 

Holsworthv 
HMAS AlbatrO$$ 

Albury Wodonaa Medical Centre 
Puckapunyal Medical Centre 
HMAS Cerberus 
Enogera 
RMF Amberley 

Laverack 

RAAF Edinburgh 
Roberrson 

Total $31,351).335 S2,9&4,1Mi8 S20,6GS,S64 $23,911,992 $1,!18,403 

SOurce: A(cess Economics, JHC 

Summary: ln-tN~tlent Fadlltles 

Potentially, reductions in bed numbers, conversions to low acuity care and the use of 
community nurslna have the potential to offer JHC considerable savinp. Offset agaln5t those 
savinp must be the cosu associated with facility closure and redesifln, conversion of wards to 
low-acuity care, and support to community nul'5es. The data and information available on 
facilities and services Is Insufficiently comprehensive or accurate to allow estimates of savings 
with any confidence, and without duplication of savinas assessed elsewhere (for example in 
section 4~. The mix of bed reductions, conversions to low acuity care and use of community 
nursing may differ by garrison-and will depend on decisions reg~udina other facilities at 
garrisons, particularly retention of surgical capacity-as will their timing from current 
tradhlonal care. Nonetheless, the analysis sugests savlnp may be significant and these 
changes to ln·patlent facilities should be factored Into future planninaln line with the Garrison 
Health services model. 

5.1.4 Patholoay 

OVer the last few years, Defence has sought to consolidate its pathology labs. Material 
received from Defence Indicate pathology services remain at 

• Enogera Barracb; 

• Holsworthy Barracks; and 

• RAAF Richmond. 

All facilities are flaaed for review or closure. The Stephens Review questioned the continulns 
viability of the Army and Air Force pathotoJy laboratories on the basis of the level of tra1nlns, 
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issues with supervision and dtfflculty in obtain Ina NATA accreditation, needed to help attract 
ADF Patholosv Technicians (Stephens 2004-). 

Garrison health Jervlces continue to send patholo&y samples to local commercial servites as 
well as AOF facilities. For example, Duntroon uses RAAF Richmond for a limited range of 
pathOIQIV tests for blood samples taken from Monday to Thursday. For all other tests, a local 
service Is used.* The ave rase monthly thoughput In 2008-091s 580 episodes, but a breakdown. 
between the use of local commercial services and RAAF Richmond is not available, nor are 
oosts associated with each service. • 

Concurrence of Army and Navy iS needed for further information reJardln& the pathotosv 
servic:es at Holsworthy (lHSB), Enossera (2HS8) and RAAF Rictlmond. At present, there Is 
Insufficient Information on which to assess potenttal costs and savlnas from reductions or 
oonlOiidatlons In patholorv services. 

5.2.5 Ancillary Services 

It may be possible to derive further savii'IIS from outsourcint of physiotherapists, podiatrists, 
dieticians and exercise therapists. Some, particularly physiotherapists, may be able to be 
oonverted to APS (covered In Section 4). However, there Is adequate data regarding existin8 
services to make an asse55ment of potentialsavinas, and savings are expected to be minimal 
as many are already on flexible part-time arransements. 

5.2.6 Multidisciplinary Healthcare 

Multidisciplinary heatthcare has been shown to generate improved patient outcomes as well 
as helplns to lower hospital costs (Cowan et al 2006, Vaziranl et al 2005}. TyplcaNy, 
multidi&dpllnary health teams comprise a medical practitioner, an allied health practitioner 
and/or a spectallst nurse practitioner. In the tarrlson settlns, the greatest focus of. multi 
disciplinary healthcare Is on mental health, and rehabilitation. 

RehobllltCJtlon lies in the seneral duty of care of commanders, but is also a formal 
responsibility when an injury is oompensable {Stephens 2004). The ADF Rehabilitation 
Program established a case management model functionlna alongsidt the clinical proaram. 
Health Directive No. 290 directs Command. Defence health professionals and the 
rehabilitation procram case manaser to work closely tosllther to assess and support the 
member's successful return to work, or If need be, discharce. Early Intervention is emphasised 

·and provisions are made for a case management approach to resolvlns the disability. 

The rehabilitation protram has already moved to a holistic approach to assessment of cases. 
Consoftdatlon of 1arrlson health services will lmprov~ JHC's ability to provide onaoln& 
multidisciplinary care, which In turn will strenat;hen the rehabilitation protram. The 
appointment of nurse practitioners will help build the teams that have proven successful 
elsewhere. While data is not available at this time to assess changes to members' DAlVs or 
QALVs resultine from this approach, the literature suagests that the case rnanatement 
approach set out in Health Directive No. 290 would be enhanced by the use of 

" C01ent !2009). Review of SefYICf!' ProllfJlon Jn the ACT: .Mntx J Current Service Pr011lsloo at JHC ACT Health 
Facilities, plO . 
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multidisciplinary teams in assessment and care, rather than the reliance on a slnRie medical 
officer. 

As Dunt (2009) notes, mentoJ health has particular challenges for the rehabilitation prosram. 
Posttraumatic stress disorders (PTSD) and adjustment disorders are the two most common 
chronic mental illnesses that truer rehabilitation pqrams, althDugh members with these 
conditions can be difficult to enaase and treat. Traditionally rehabilitatiOn proarams are 
oriented towards physical illnesses and disabirrties, rather than mental conditions. The nature 
of the ADF, particularly for operational elements operatins at high tempo, is to return 
members to their units onte physical conditions have been resolved. However, mental 
conditions such as PTSD and adjustment disorders may take lonaer to resolve. In such 
conditions, garrison health centres play an important role In monltorlns, assesslns and caring 
for mttmbers. 

Followinl on from the Stevens Review and then the Dunt Review, Defence is moving to a more 
holistic, rounded approach to mental health care. Defence has identified a spectrum of 
individuals from commanders throush the medical officers, spedallsts, providers able to offer 
assistance and support that are ens•ed in the assessment and resolution of members' mental 
httalth issues45

• Often the sarrison health services will be the first and contlnulns point of 
contact for those with mental health concerns. Not only are garrison health services 
responsible for undertaking pre- and post-deployment checks, Including screening for PTSD, 
but as providers of primary care, they are most often the first point of contact for members 
experiencing tne symptoms of stress and disorders•. As with rehabilitation, consolidation Of 
health services In garrison will assist these multidisciplinary approaches to mental health care. 

Dunt noted the difficulty of assessing the efficacy of treatment and outcomes for a range of 
mental health conditions. He recommended, however that mental health servk:es be continue 
to be considered an lntesral aspect of primary health care, noting that recourse to contractors 
and off-site specialistS may be necessary slven recruitment caps within Defence and difficulty 
of obtalnlna services47

• For the purpose of mental nealth, on-site psycholosists also provide 
the first pOint of contact for members, on their initiative or referred by their commanders, but 
are often housed organisationally and often physically separate from the medical officers and 
health services. Dunt recommended the psychologist be sited with as part of consolidated 
samson heahh servlct$41• While not explicitly a multidisciplinary team approach, co-location 
Increases the ease with which such approach can be Implemented as part of primary health 
care. 

Ount flaged Increased facilities cost resulting with relocation. However, the consolidation of 
garrison health services and outsourcln& of ancillary capabilities should allow reallocation of 
spate in existing sites. There may be some costs in terms of rehabilitation and renovations of 
exlstina facilities: there is not the data to assess costs or possible schedule. Funding may be 
available through the additional allocation of $29.949 million for mental health provided 
through the 2009 White Paper. 

• See, for exampl1, o.fence Health Directive No. 289. 
41 Around 41)111. cA GP ~MIItations •n meotalllealth-related (Ount 2007, p61) 

~7 Dunt 2007, pS9. 

41 Dunt 2.007, p6l 
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In summary, Defence will be able to more effectively pursue multidisciplinary health care 
outcomes throush the consolidation of primary health services within the sarrison. Co­
location facilitates interaction, and the increased use of nurse practitioners and actess to 
mental health professionals, will also help provide continuity of care in the lilrrlson setting. 

5.3 Strate11c purchaslns 

As noted In earlier reviews of Defence Health Services, reports on specific centres and internal 
assessments, current approaches to the provision of health services suffers from a ranae of 
orsanlsatlonal impediments. Recent efforts to make increased use of civilians and commercial 
services have fra~tmented between local contracts for services (e.l(. the contract with .._ __ 
--------•In the ACT, and the aareement with for health 5ervlces for 
the AWMA), fee-tor-serv•ce or c:antractualarranaements with specialists (arransed by aarrlson 
or health reaion), and.health workforce coMracts with provkhtrs at the reslonallevet. 

There are sood arauments for retainil'll a local approach to some services, indudlng takina 
advantage of local knowledae and building relatlonshi~JS with providers, some of whom may 
also be Reservists. 

Stratesic purehasins arransements could Improve planning, mana11ement and the 
effectiveness of health services across the ADF. The con50IIdated sarrlson model btlna 
pursued by JHC offers the prospect of the provision of services throuah a cost-(Ompetltive 
s1n1te provider at the aarrlton or reslonallevel. Some variations may be needed for particular 
services, as capabilities such as patholoav and rehabilitation, are consolidated, and to meet 
small but spedflc need$, such as suraerv and post-operative care undertaken in the Naval 
Ward at Further, the necotlation of such arrangements should allow 
provision of tralni111 ;md incorporation of military medical officers in practices as they are 
available, and to meet their own professional needs. 

Importantly, the development of stn~te1ic purchasinR arrangements would need to be based 
on a case-mix model to ensure s.ervlces and service levels are both appropriate to the needs of 
the ADF and their members and are cost-effective. With reaard to specific fadlities, such as 
dlagno5tlc imqina, stratesic purchaslns arransements allow Defence to leverage current 
technologies within the commercial sector while provtdint commercial partners a secure 
source of patients. 

The analysis undertaken above for diatnostlc lmagi,. and operat1n1 theatres assumed their 
replacement throush direct fee-for-service. Without belna able to contact providers, these are 
likely to represent onaolna savlnes even under strate11c purchaslns arranaements. Further 
savings that may be achieved through suaranteed numbers and service levels may be offset by 
provision for tralntna and some desree of Incorporation of military medical staff in practice. 

In summary, without testing the market, it is difficult to assess potential savlnas eenerated 
throuah strategic purdlasing arransements. The examples of both Puckapunyat and AWMA 
provide only partial, if useful, guidance: they do not fully reflect the full salrinss that could be 
achieved at sarrison:~ with imaglnR and operating theatres for example, nor chanaes in in­
patients and low acuity care. Nor do they Incorporate ongoing military medical tralnil'll and 
practice needs. 
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It may be that military medical training is the subject of alternative arranaements separate 
from strateaic purthasln1 arranaements at the garrlson·level. Certainly, standards will need to 
be developed to ensure consistency of arransements. A phased approach, building en, for 
example, agreements with will permit learning and adaptation. 

5.4 Summary of model findings 

'nle analysis a'lues that there are considerable savinss to be made from the exclusion and 
closure of facilities other primary care within garrisons. Elctrapolatlons from known data, and 
the application of the approach use~ at AWHC, sugests savinas can be found throu1h 

• the closure of diagnostic imaging ($15.86 million), and outsourtlns of Imaging needs on 
a fee for serviCe basis; 

• the closure of operating theatres ($12.75 million), also outsourced to civilian hospitals; 
and 

• the reduction and conversion of the current in-patient care facilities to low-acuity care, 
and the increased use of community nursing. 

However, there was considerable uncertainty due to the verac:ity and incompleteness of the 
data, and so the accuraty of projected .savinp. In some cases-such as in-patient facilities-it 
was considered ill-advised to project savinss, as much was dependant on garrison 
circumstances and case-by-case decisions. 

A necessary first step In confirm Ina and determining the approacft to achieve likely savJnas wll 
be to sene rate a definitive list of facUlties, their size and opel'ltiona I pa111meters (number of 
cases, case mix, and referrals). The operations and necessary refurbishment of fadlities can 
then be properly costed against alternatives. 
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Table 5.13: Budpt impact of multl-cllsdpllnary prima!! hed:h care (nominal$) 

Description .. 10 m.n 11·12 12-13 13-lA 14-15 15-16 1&-17 17·18 18-lt Tot.lll 

DulltniOn ...... c.n 
Sllllirlp t'ram l':losl.ft lc 

OUI:SI:IUI'Circ inloeli"' 
5avlfttS from daiL.R of cpel'iltln« 
theiillre ...:I oubou!On& .sureerv 
Savlncs t'n:lm COINel'5lon ~ '"" 
pailents flc:iities N/A N/A N/A tl/A N/A .. ,,. N/A N/A N/A N/A N/A T- for Du*OOI'I Heald! CerCie 
ICIIjiiOCD 

Sirvlflp from tcli'IWirsion ofln-
pill:lents faclitles N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

TCibll for bp:lab 

MAFW.. 
Savlrws from c:oriiA!BiOtl ell~ 
patients fKilities N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

TCIIIjlflrRMfWIIP 

JUUI!IIIc:hmolld 

5avlnp frum dg15ur. ilnd 
$0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 

so $II • .. so so sa • " se $G 

HaiMarlhy liiiTacb 

Salllnp from doJW1! 111d 
ootsourcing lmqlnc" $0 $0 $0 $0 $0 $0 $0 so $0 $0 $0 

Savi nrgs from dasure of opel'lltina 
ttleme and outliou,gn& su~ry 

SIMnp from ~n of 1rl-
patients faci&til!s N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A 

Totlllb Holswertllly a.rracb 

bndWidc a.rKIIs 
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Desatptlan 09-10 10-11 U-12 12-lJ 13-14 14-15 15-U 16-17 17-18 18-U Total 

Salvii'IIS from do~ M'ld 
outsourr:ms illlilli,.. $0 $II $0 $0 $II $0 SD $0 so so so 
Teal for~ llmdcs so $0 so $0 $0 $0 $0 $0 !! .. $0 

HMAS ICIIt't.iiiM 

Siml'll' frvm dasune and 
OUlSOurein&l~ so so $0 so so $0 so so $0 so $0 

Tatal fa' HMAS ICutblllul $8 •• sa $0 $0 sa se se se $0 so 
HMASMIIIIross 

SaviJ'9 fmm dosure and 
outsourr:in&lrnas!RI 

Savtnas from conversion af In-
patients fac:ilitiu N/A N/A N/A N/A N/A N/A N/A N/A N/A NIA NIA 
Totlll fur HMA5 AIIMrass -
£nrllpra Barral:b 
savlf'IIS from doslft i11'1d 
0U150Urdnc lmllinl 
Savii'IIS from dosure of operil:in& 
theatre and au~s.ourooasuraery 

Slvinp from turWel"$ion of In-
plltienU filldllctes N/A N/A N/A N/A N/A ,.,,. N/A N/A N/A ,., .. NIA 

Totlll far a...,.. • Bln'lltb RMF........_ 
58\otnp from clo5UI'e. and 
outsoufd'll imalift&" $0 so $0 $0 $0 so so $0 $II so $0 

SrAnss from c;oi'Mitrsion of 1n-
patients facii1ies N/A N/A H/A N/A N/A N/A N/A N/A N/A N/A ' N/A 

Tcul fur IMF An~Mr~g $0 $II $It $0 $0 $1 $0 $0 so .. SD 
l.nei'Kic a.rr.cb 

Savinp from dOS4J111 1nd 
outsoun:ln§ imq;.,.• so $0 $0 so $0 so so so so $0 so 
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Oescriptjon 09-10 10-11 11-12 12·13 U·lA lA-15 J.5..16 ].6..17 11·18 18-U Total 

~ from c:cJ~"~WBion oJ In-
patier!ts. fdtiei N/A N/A N{A N/A N/A NIA N/A N/A N/A N/A N/A 

TGbllfw Lluerldr lillmdls so so $0 sa .. $0 so so !! $At te 

tWASc.n-us 
Sirwirtfli from dosu• and 
outsourdnl imilllrc• 
Swirlp from dos.u~ of opef'l1inl 
tftHtn! and outsaura,. SUIJI!I'Y 

nfln. .. 
N/A N/A N/A N/A N/A N/A N(A N/A N/A N/A N/A 

$11S,85 $2e1.JOI SZIIUM SJ.U.Q7 $21!11!!111 !mMJ $ZM.IIIt $ZII.Ma $2e..llll Sl50,.III7 $2.ZI5,.Jll 

WCidallp Hlllllh c.r.e 
Silvl~ ffom conwrslon of In-
patientS fadlitii!!s N/A N/A N/A N/A "'I A N/A N/A N/A N/A N/A N/A 

Toe.l b Albury WGdallp Hlllllh 
Celllre $0 $G $0 .. .. $0 .. so $0 so $1 

Plldlpunpl Hllllldl c--. 
S.Vinp from corwenion of in-
llatients fac:il'ttles N/A N/A N/A N/A N/A N/A N/A N/A N/A N/A f4/A 

TGCIIt for..........,.. Hlillttl 
Qlni:N $0 ,. $0 $0 • ,. $0 So sa sa $0 

RAAF Edinburlh 
Sllllnp ffom closure lll'ld 
outsourtin& il'n.i!IIIW 
Savlfll5 from tbure of opemifll 
~and oulsourdl'l8 SUQIIfV 

Sllrinp from cam~~rskm of In-
patients fK:ilitles N/A N/A N/A N/A N/A N/A N/A N/A N/A PI/A N/A 

Tatll for PIAN~ SZU.JU IUUPI $Za.GZ7 S24U1U S1!15,JZ4 $H4,JG1 $171,81 ~R $114,.111 $!11,Ui $2;.511,111 

ICISWIC:t 
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Desaiption 

Savin&S from dosure and 
outsourtil& imq.irw• 
Tatalfortci!Midl 

HMAS ... 

Sallinp from d051ft and 
outsoun::q lmqln& 

Totll far HMAS Stlrtia1 
~...,.. 

Sallincs from dosure and 
Ol.ltKl\ln::inllmlciT' 
ScMncs from COI'IIIersion of In­
patients faditles 

Tabllfot~a.rldls 

09-10 

$0 

$0 

$0 

N/A 

$0 

lD-U 

$0 

$0 

$0 

N/A 

$0 

11·12 

$0 

$0 

$0 

N/A 
$D 

12·11 13-SA 

so $0 

$0 $0 

$0 

N/A .. 
$0 

N/A 

$0 

JA-15 15-11 

$0 so 
,. $0 

$0 

NIA 
$0 

$0 

N/A 

$0 

16-17 

so 
•• 

$0 

N/A 

$0 

17·11 

$0 

$0 

$0 

N/A 

$0 

11-19 

so 
$0 

$0 

N/A 

$0 

Total 

$0 

$0 

$0 

NIA .. 
Tellllllfacllllesrevtewed $JM!,MO SU7Ui51 $2Mt.M5 $l.11UI1 $.1,11M51 $UH...VS $.1,!B,!!Z $187l,151 $i,1.U- Jl,214,G17 $!!.1!2,!!11 
Savlnp from IIIII surpry service 
outsourcln& $t,l75,758 $1,431,203 $1,481,201 $1,497.438 $1,563,775 $1,616,927 $1,6&3,!10S $1..103,929 $1,713,1!1 $1,783,230 $lS.IIfiO.SOS 

SIMnj!S from aH ima&il'll senlc:e 
outsourc:i'lg $1,116.ol2 $1.141,441 $1,118,644 $1,214,7!*4 $1,254.182 $1.2.97.541 $1,335,177 $1.367,221 $1.391.667 $1.430..137 Sl2,752,liXI 

Sallif'CS from alniii!I'Sion Qfln-
j?!!!lents fii::Hitie$ N/A N(A N/A N/14 N/A N/14 N/A N/A N/A N/A N/A 

Total net ii1Wi19 from 
Nticisciplinary h9lth CBre SZM!,M! $1,5?!.111 SU8.MS ~n2.H1 !!,I1!,M! $2,!14.4'5 $1,lll.la !I,!?US1 $J.!A!,e $1,214,1117 $IS,UI,IOI 

Source: Access Economics. Note: InCludes ~ment expenditure Items only, based oniiVJillble clltit. 

• l*urcosts uMI!illatlle and so cons'dered non-openlDonll. 
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5.5 Key risks - multidisciplinary primary health care 
Kev risks Identified with regard the achievement of savlnp within the multidisdplinary primary 
health care KRM ln~lude: 

• Poor data and information concernlna the use and costs of services and their 
alternatives lend uncertainty to the projected sa11ings. 

• Capacity within the civilian health sector to accommodate additional ADF services, 
particularly In rural and remote areas. 

• Resistance from within Defence due to a perceived threat to mllitary medical officer and 
staff tralnins and experience, and loss of relationships with specialists and services, 
throush outsourc1n1. 

• Resistance to dlanse from within the military due to perception of loss of control over 
health capabilities. standards and relationship with health staff. 

• Resistance to chanae due to a perceived lessening of service, particularly Immediacy, 
and the effect of mlltary schedules and culture. 

• The tl&ht coupllns between facilities development and chat~~es and uparades to 
services, contrlbutlnl to a loss of momentum for change within Defence. 

• Concerns re&atdlrc Defence's ability to match increaslnR health c:osts experienced in the 
ciYIIlan community. 

• Possibility of dispersal and desradation of medical health records throqh use of dvlllan 
facilities. 

However, contlnulnl with the status quo also Includes a number of risks Including 

• Failure to real"e potential savinas through the closure and outsourcing of ancillary 
health facilities 

• ContinulnR desradation of available on-site health facilities through tass in equipment 
and procedural technotOSY and Improvements, leadina to difficulty In attractlrag 
specialists and professionals 

• Insecure and Inefficient reliance on ad hoc contracts With indiVIdual specialists and 
Pfofessionals 

• Failure to exptolt the advantases of consolidation throush provision of multidlsctplinary 
health care, particularly in mental health and rehabilitation 

• Inadequate on-site support and connectivity for future e·health Initiatives, such as the 
lack of ICT support systems for lmaalna currently within earrlsOn health care. 

However: 

• Structured stratealc partnerships could be devised to provide surety of services, a 
reasonable level of care that met Defence'1 needs, and Increased efficiencies In terms of 
service provision, access to new technotoaies, and reductions In overheads. 

• Wards and health serv~ces embedded In and partnerships with civilian hospitals would 
provide multidisciplinary care, access to services and an environment suitable for the 
tralnlns and experience needs of military medical staff. 
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• Despite incomplete and inconsistent data, there would seem sufficient assurance of a 
reasonable lew I of savinp. 
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6 Polley review and rationalisation 

This chapter reviews current policy In relation to health service provision to ADF pen;onnel 
relative to what other Aus.trallans receive under Medicare and other publldy funded spending. 
Specific tasks were to: 

1. examine the costs and benefits of individual readiness health requirements; 

2. review policy on different types of health checks, for example whether there is a strons 
evidence basis for morbidity averted given their frequency and the a(le of recipients; 

3. explore risk thresholds for deployment of ADF personnel with medical conditions; 

4. Identify and quantify potential nvinp from reducing the frequency of examinations or 
utilising alternative methods such as e-technolocv (e.g. online rather than face-to-face 
mental health screening); and 

5. model the overall cost and savlnp Impact for each policy chanae by year, presenting the 
flndinss. 

6.1 Polley development and review processes 

section 1.1 outlined the basis of entitlements and access to ADF health care and JHC's evolvlna 
role. 

'JHC has redefined Its role over recent years, which hos seen o change in focus 
from one of treatment of Injuries to one which encompasses on holistic approach 
to o member's health lndudlng preventative measures, treatment ond post injury 
or illness management. This approach also im;ludes the psychologfco/ resilience 
and the concept of wellnessi thor: is ensuring that members are physically and 
mentally fit, and have the appropriate aptitude to perform specific roles' (JHC 
Strategic Plan, 2009-10 to 2019-20:14). 

ADF health policy development and review is prtorltlsed in accordance with the JHC Strategic 
Plan, and is responsive to chan11ing priorities subject to Ministerial initiatives, CDF direction In 
relation to outcomes of boards of lnqulrie5 and altered community practice from evidence 
based ~ruklellnes. Ideally, all polices are reviewed every three years (althou1h this has not 
always been able to be achieved due to resource constraints). An e-health initiative is being 
considered which over time will assist In real-time adaptation and modtfication of cliniCal 
processes (see Section 6.5). Models of care reflect continuous quality Improvements e.g. the 
recent development and implementation of a comprehensive mental health strate&Y· 

In consultation processes, It was considered rare that ament care models fall short of 
delivering clinical best practice or operational need. There are ongoing quality improvement 
processes In place (coordinated through HQ Joint Operations Command) to feed back to 
garrison health care providers where ADF members are deployed on operations with 
incomplete health preparation or inappropriate Medical Employment Classifications (MECs).~1 

Any non-compliance with health care policy and operational support Instructions tends to 
reflect a deficit in cltntcal and corporate sovernanc:e. Consultations suuested the application 
of consistent cliniCal and corporate &overnance has been difficult due to compleK command 

• MECs are desatbed briefly in Section 6.3. 
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and control arrangements and there is scope for Improvement In this area. Financial 
accountability was considered to have Improved over the past 12-11 months. 

In terms of inputs (medical workforce available) and outputs (services received by ADF 
members I, rate of effort data supplied by JHC suuests that the standard of care Is higher than 

. that received by civilians. For example. dental care In the ADF is substantially more consistent 
and comprehensive than that In the civilian community and patlent-tCHloctor ratios are lower 
(see Section 7.5). H05pltal care tends to be equivalent to that received by a privately Insured 
patient In a private hospital with the top level of health Insurance (Ramsay, 1997:2). In 
addition, ADF personnel receive some mental and allied health services not pubhcly provided 
to civilians or provided with substantially lonser waiting times. Faster access to services occurs 
across all service types- notably for common elective procedures such as arthroscopy. 

Access to primary care is trlapd In terms of timeliness as per Health Directive 919 (para 10). 

• EmerlencY care Is when members present critically ill or injured, requlrlna Immediate 
attention. where any delay In cere could be detrimental to their chances of survl'ial. 
Treatment will usually Include the Immediate transfer of the member to a tertiary health 
fadllty where definitive specialist care can be provided. 

• Urpnt care is when members require, or perceive the need for, urgent advice, c;are, 
treatment or dia1nosis due to serious medical or dental problems. Examples Include 
patients with breathlna difficulties, severe pain or with a hilh fever. The appointment 
system should be suffiCiently flexible to enable the&.e members to obtain health care as 
soon as possible and ADF health facilities are to have processes in place to anticipate 
such needs. 

• Non·urpnt care. Members seeldna treatment review or non-urgent care, includlns 
requests for repeat prescriptions etc, should be directed to seek the next available 
appointment. If the member believes their condition requires treatment before the next 
available appointment, they should ask to be assessed by the attending health 
personnel and mana1ed accordlnl to clinical needs. Access to non-urgent dental 
services is determined by the member's dental classification. 

• Preventive care. Members requestins preventive health care should be referred to 
make an appointment with the appropriate health care professional or scheduled clinic. 
Preventive health care includes, but is not limited to Papanicolaou (pap) smears, routine 
health examinations or assessments and routine immunlsations. 

Walt times for access to specialist medical care depend on specialist availability, clinical 
urgency and operational requirements for readiness of the Individual. 

Elective &ul'lery Is typically surgery that can be delayed for at least 24 hours. The member's 
condition is assessed by a specialist and a priority category is alloc:ated based on clinical 
uraency as per the catqories followlnt. 

• Catqory 1. Members with conditions requiring sarserv that have the potential to 
deteriorate quickly to the point thlt they may become an emersency, should be 
admitted for sursery within 30 days. 

• cateaory 2. Members with conditions causing some pain, dysfunction or disability but 
which are not likely to deteriorate quickly or become an emergency, should be admitted 
for surgery within 90 days. 
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• Cat880JY J. Members with conditiOns causinl minimal or no pain, dysfunction or 
disability, which are unlikely to deteriorate quickly and which do net have the pot&ntlal 
to become an emerJency, should be admitted as determined by hospital waltlnB times 
and specialist availability. 

It has not been possible In this analysis to aKertaln whether health outcomes reflect Inputs. 
The last lal'(le-scale review of ADF health outcomes was In 2000, concludlns that health risk 
factors were similar to those in the dvllliln population adju5ttng for the younaer qe profile In 
the ADF (overweight and obesity at 57% for males and 32'HI for females, smoklns at 20%, hllh 
cholesterol at 36", hypertension at 2" and 16--1796 consumlnl five alcoholic drinks or more 
per day when drinkin&)· Of deaths, 12" were due to natural causes, 21% due to motor vehiCle 
accidents and 179G due to suldde -with the mortatlty profile also similar to ttlat In the aae­
lender·matched civilian population (Department of Defence, 2000). A report from the mld-
1990s (Ramsay, 1997) concluded that: 

Although most members of the ADF ore in an age group when they should be at 
peak health and fitness, a11oiloble heolth status indicators suugest that injury rates 
ore far greater in the military population when compared with the civilian 
community ... the mortality rote in Land Command is 80 per 100,000, this Is twice 
the all cause death rote for the Australian population and also compares 
untavoorably to the all cause death rate of the US Army which was 36 per 100,000 
In 1996. 

While thlnas may have chanaed in the past 12 years, the report noted that average annual 
health costs per c:aplta then were 2. 76 times averaae heafth co&ts In the civilian population 
despite ADF members bein& medically fit when recruited and havin& been SQ'eened for 
adverse family history. It concluded that, whUe the cost difference may be partially elq)lained 
In terms of the need to maintain operation tapabllities, It may also be partly explained In terms 
of inherent Inefficiencies wttflin the proviiion of healttl services. 

6.2 MethadolOBical approach 

• The ftrtt: task Involved examinl"' the costs and benefits of Individual readiness health 
requirements. 

• A farst step was to enumerate current policy on health readiness. Polley 
Information was requested from JHC lncludi"l back1round documents on how 
•equality with other Australian cltll8nt' was established as the basis for the 
provision of health care to ADF personnel, and what this means In current practice 
in terms of entitlement and actual atce$5 tttmeltness and mix of services). 

• 

• 

A second step was to meet with Colonel Graham Durant law (in person), Brisadier 
Tony Gill (teleconference) and others to discuss mechanisms for historical, current 
and future potential incorporation of the evidence basi$ Into policy {In terms of 
key Issues such as recommended frequency of screening/examinations, 
ldentlflcation of tarset populations where screeniftiiS most cost effective, nature 
of examinations, nature of follow-up health Interventions and monitoring etc). 

Usln& Information from the policy documents provided and discussions, 
assessments w•re made in relation to how rervlces to ensure readiness are 
adapted and modified over time in order to aliBn with new and emerglf11 health 
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technologies, best clinical practice Guidelines (e.g. from the Nation; I Health and 
Mea leal Research Council or NHMRC), and with evidence based models of care. 

• The amssments focused on where readiness requirements and poltcles are 
currently likely to deliver health outcomes cost effectlvetv and areas where they 
are out of line with other 'thresholds' (recall Section 1.3.3). 

• The second task Involved revlewlns policy on different types of health checks, for 
example whether there Is a stron1 evidence basis for morbidity averted Biven their 
frequency and ttle age of recipients. 

• Protocols were requested ttlrough JHC In relation to dental screenlns and care 
plans, mental health screenln1 and care plans, preventive/general health and 
fitness screening and care plans -as well as any available data on the averase 
number of such services by type that are delivered and assodated health 
outc:omes ·by aae and gender of the retipient. Rat• of effort data and relevant 
Health Directives were received, as well as various relevant Defence Instructions 
(General), Health Directives, and related polley documents. 

• Outcomes data were not available. As such servic:e provision was compared with 
clinical guidelines evidence basis for screening, eqmlnatlons and preventive care. 

• The third task was to explore risk thresholds for deployment of ADF personnel with 
medical conditions. 

• Information was requested through JHC on current practice and outcomes when 
ADF personnel are deployed and, while on an operations, have a manifestation of 
a pre-existing or preventable medical condition. Information was specifically 
requested in relation to dental care and outcomes and prophylacttc use of anti­
depressants or other pharmacotherapies while deployed. 

• Access Economics explored the frequency of these occurrences and the extent to 
which they currently constrain combat and health team capacity on operations, 
seeking the views of deployed and non-deployed medical officers/assistants, 

nurses and dentists on whether and which readiness requirements are adequate, 
which are marginal, how this affects operational capacity, what reforms they 
would recommend. as well as any existing data or resean:h studies. 

• Using these qualitative inputs, Access Economics assessed risk-consequence 
threstlolds from an actuarial perspective with a view to recommending any 
potential modifications. 

• The fourth task was to Identify and quantify potential savlnp from reducing the 
frequency of e~eaminatlons or utUislng alternative methods such as e-technolagy 
(e.a. online rather than face-to-face mental health screen4ns). 

• Information was requested through JHC: on whether any screening, trlaslng or 
health Information provision currently oca.~rs via Defence Intranet or ~~~teb-based 
services and if this has previously been examined, the provision of past flndlnas. 

• Information was also requested In relation to the ADF Family Health trill - its 
hlstortcal basis. actual cost relative to budget, and benefit$ In terms of retention 
of personnel. This was requested as a case study of how monltortng and 
evaluation of such trials Is conducted in practice In terms of cost effectiveness, 
equity and appropriateness, to establish whether trials should continue beyond 
their Initial funding periods. (Although the ADF Family Health trial Is 'below the 

~ACCESS rJ:::fl ECONOMICS Commercia l-in-Confidence 83 



Health economic input in support of the SRP 

line' in terms of the MEE bud1et, it Is an example of the importance of u'inl 
evidence to form and evaluate policy). 

• Finally, havlnc assimilated the Input information from the process outlined above the 
overall cost and savinas impact for each policy change wa$ modelled in Excel by year and 
flndi"'' summarised In relation to the lO.year period from potential chanaes to: 

• screen Ins protocols for dental, mental heahh, primary care and fitness screenif'li 
and follow-up care; 

• introduction of alternative fonns of screenlnB!care (e.c. e·health); 

• modification of policies in relation to deployment of AOF personnel with medical 
conditions; and 

• other modifications to Individual readiness requirements . 

6.3 SCreenin1 examinations and follow-up care 

The ADF adopts a preventive approach to health care and early Intervention in the 
mana1ement of acute and chronic conditions. The ADF Health Promotlo, Progmm Introduced 
in 2001 (set DI(G) Pers 16-lB) focuses on the ldenttfk:atlon and reduction of risk factors for 
chronic illness and is based on the Royal AuWalan Colleae of General Practitioners (RACGP) 
preventive practice IUidelines. 

7he p~riodlc health assessments and medico/ examinations provide an 
opporrunity for timely health Interventions and advice as required. Literature 
review reports show that targeted specific actfvltfes are more likely to lead to 
improved patient health outcomes. Military personnel comprise a subset of the 
general population with much higher demands on medical fitness. There is a 
requirement for operational commanders to be assured that their personnel are 
ready to deploy ot short notice witl!out medical limitations. The milltii'V 
popukltlon is young ond ma, not 11/slt tMir lfNHIIcal olfker G5 often as once o 
year, and tMrefore the perlodk health ass4'0ments and medlt:t1l eKomlnatloiU 
will pr011Uk on opportunity to assess OllfJOIIIfl lndfollduol readiness. In on 
asymptomatJr: population, thesfl eJComlntltlotaS need ro lndude onlv rhose dlnlt:OI 
tests that ore hl1hly 1p«::ftc cmd show clear volfje. The specific prevenrive 
services that ore oppropriate for Inclusion In the periodic health assessments and 
medical examinations for ADF personnel have been developed In accordance with 
evidence-based best practice' (Health Directive 242, para 2, bold added). 

Based on health examinations, personnel are given a Medical Employment Classiftcatlon 
(Mt:q." DI(G) Pers 16·15 outlines the ADF MEC system. ClassificatiOns are in Table 6.1 IS well 
as sub-categories. For example, MEC 301 would apply for presnancy. 

111 Health tMrertlve ~36. 
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Table &.1: MEC classlfkl11ons 

MEC Descriptor 

MEC1 Members who are medically fit for emi'Jioyment In a deployed or 
seagoing environment without restriction. 

MEC2 

MEC3 

MEC4 

Members, who have medical conditions that require iiCCess ro 
Yllrlous levels of medical support or anptoyment restrictions. 
however ttley remain medically fit for duties In their occupation 
in a deployed or seqolna environment. In allocation of sub­
classifications of MEC 2 access to the level of medical support 
will always take precedence over specified employment 
restrictions. 

Members who have medical conditions that make them 
medically unfft for duties In their oa:upatlon In a deployed or 
seqolns enlllronment. The member so elasst~ should be 
medically man11ed towards recovery and should be receiving 
active medical manllfll"'''ent with the intention of re&ainins MEC 
1 or 2 within 12 months of alloc;atlon of MEC 3. After a 
maximum of 12 months their MEC Is to be reviewed. If still 
medically unfft fot military duties In any operational 
enlllronment, they are to be downpaded to MEC4 or, If 
appropriate, referred to a Medical Employment Oasslflcatlon 
Review Board IMfCRBI for consideratiOn of an extension to 
remain MEC 3. 

Members who are me'dlcally unfit for deployment or seillloln& 
service In melons-term. Members who are dassifled as MEC 4 
for their military occupation will besubjectto review and 
conflrmlt:lon of their classification by a MECRB. 

Source: DIIG) Pen 16-15. 

201 Duty limitations only; 
202 Pharmaceutical or 
medical support; 203 
Advanced Medical Assistant 
or Military Nursing Officer 
support; 204 Specialist 
Assistant or Nurslrw support, 
205 Medical Offlter support. 

l01Fit for other duties; 
304 Not fit for any <i uties for 
between 28 days to 
4 months. 

401 Employable within 
current occupation; 402 Fit 
for other duties and may be 
deployable In an llternative 
occupation; 403 Non-­
effective for >4 months. 

In addition to the baste .sub-classifications, additional employment restrictions for specialist 
employment streams (that are subsets of broader employment sroul)5) apply for Alraew 
(includlns Air Combat Offlcers)-A; Controllers (Air Traffic Control Offlcers)-C; .Divers-0; 
Parac:hutlsts-P; and Submariners-S. Specialists thus have a two-part M£C e.s. MECl Al. 
Specialist Employment ClaSSifications are: 

1. Fit for unrestricted specialist duties. 

2. Fit for specialist duties but with some restrictions. 

3. Unfit far specialist duties In the medium-term. 

4. Unflt for specialist duties In the long-term. 

Health Directive 236 outlines MEC procedures includlns guidelines for conductlna a MEC 
Review (Annex C), grievance processes and forms, and information on the Transition 
Mana1ement Service (Appendix 1 to Annex C). The Transition Management Service helps full­
time serving members of the ADF who are belna: dlscharaed on medlcalgrounds, by provldlna 
information and services to assist with the transition. OVA provides the Transition 
Manasement Service as an extension ofthe rehabilitation and compensation Si:!rvlces provided 
by OVA (Section 6.4). 
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6.3.2 General health examinations and follow-up care 

A key element of health promotion 15 the standard Annual Health Assessment (AHA) and the 
Comprehenstve Preventive Health ExaMination (CPHE) which replaces the AHA every five years 
for any ADF member. These questionnaire-based appointments include self-reports on aeneral 
health, injuries, procedures, medtcatton, smokln11 and drin kin& levels, stress and fitness, as well 
as measured biometric data, vaccination needs, patholoey, heari11J and other test results 
entered by a nurse or medical assistant. 51 The Interview Involves a health information 
component which Is focused on tobacco, alcohol, nutrition and physical activity risk reduction. 
In addition, to this opportunistic healtfl education Is provided to members dunna health 
presentation far other reasons. s.t 

In addition there are pre-4feployment and post-deployment health checks. 

'ADF personnel may be deployed In areas characterised by environmental 
extremes, endemic dfsetJse, poverty and lnadequote public health measures. local 
medical services moy not meet minimum Australian standards in scope or quality. 
These factors can contribute to diseose and non-bottle fnjurtes which may hove a 
slgnifit:11nt impact on the effectiveness af the ADF. The effects of disease and non· 
battle injuries can be minimised through proper preparation ond follow-up oj 
personnel' (Health Directive 222, para 1}. 

'Proper prepartttion and folow-up' Includes ensurinl medical and dental fitness for 
deployment, the application of health countermeasures (e.g. vaccinations), the education of 
personnel on measures to prevent disease (e.g. regarding water, mosquito protection and so 
on) and appropriate post-deployment saeenll'lll and post-activity review of personnel 
(e.g. reaardlnl traumatic events). Health Directive 222 nates the following ei&ht checks: 
1. the pre-deployment medical check confirms the appropriate MEC for deployment, the 

compatibility of any medical restriCtions, and adequate medications as required; 

2. the pre-deployment dental check confirms the member Is dentally fit to deploy; 

3. the pre-embarkation medical confirms no change in circumstances slnte the pre­
deployment medical check, based on declarations by the member and a medical officer; 

4. the pre-deployment health and psycholotlcal brief raises awareness of any potential 
health threats in the area of operations and appropriate counter-measures; 

5. the return to Australia medical screen and health brief captures health Information 
about the member. exposure to hazards, InjUries and any required follow-up; 

6. the Return to Australian Psychological Screen (RtAPS Is detalled In Section 6.3.4); 

7. the post~eployment AHA ensures health Issues Identified in (5) have been followed up 
and post-deployment serology has been completed; and 

8. the Post Operational Psycholotleal Screen (POPS Is detailed In Section 6.3.4). 

Timins of the checks Is summ1rised In Table 6.2. 

11 Helllth Dlnlttlve 242 Anne~e A and B provide the aueument and summary report forms for the AHD llld CPHE 
respectively. 

1.2 Heelth Dlrwcttva 246 provides standard lnfotmlltlon for lifestyle counselllns of members re&ardln& risk fKtors 
after AHNO'HE and Healltl Directive 273 provides procedures for developins pre and post deplovment health 
promotion products (pitmphlets, lnfonnatlon cards) . 
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Table 6.2: Timinl of pre and post deployment health checks 

Deployment chid 

Pre-deplovment medical check 

Pre-deployment dental check 

Pre-embarketion medical 

Pre-deplovment health and psycholaclcll briefs 

Tlmln1 relative to deployment 

<3mths prior 

<3mths prior 

<14 days priDf 

durll'll Force Preparation Tralnlns 

Return to Australia medlcill screen and health brief <14 days prior to return 

RtAPs ideally shortly prior to return 

Post-deployment AHA 

POPS 
Source: Health Directive 121. 

3 months after return 

3-6 months after return 

Finally, there are the separation health examinations (general and dental), which are 
conducted 3-6 months prior to discharge. The Separation Health Assessment Is conducted by 
a medical officer and if a CPHE has been carried out within the previous six months the 
member can just complete a form (PM 070 Separation Health StDtementJ which Is reviewed by 
a medical officer in consultation with the member. A further CPHE or Separation Health 
AssessrrM!nt Is not required unless significant medical or psyehoqlcal problems are Identified 
on the form. 51 Health Directive 278 refers to slnale·servlce policies relatiFll to separation of a 
member from the ADF. and notes that: 

Separation from the ADF con be stressful for the serving member and/or their 
families. Separation often affects an Individual's personal~ professional ond social 
life, os we/los future civilian employment. Effident and comprehensive clinical 
ossessment and health administration are Important companen ts of the transition 
process to determine and articulate the health status of the member at the tfme of 
separation. 

Dt{G) Pers 16-1 states that: 

'While there Is no requirement for a member of the ADF to be medically or dentoNy 
fit at separation, or when transferring from the Permanent Fo"es to the Reserve 
Forces, it may be appropriate, in exceptional circumstances, to provide health care 
immediately after such separation or transfer ... ' {para 5] 

All permanent members should obtain a pre-separation medical and dental 
examination between three and six months prior to separation from the ADF or 
transfer to the Reserve Forces ... In exceptional circumstances where o member is 
unable to hove their health core completed prior to seporot;on or transfer, 
approval for post-seporotfon short·term (up to four weeks) health care may be 
granted ... ' [para J3] 

The policy appears generous since there Is no operational readiness benefit to be recehled In 
this case and In contrast, wflen some other long term treatments are started but not 

0 '1't1is proceu also applle1 for personnel who have serwd leu than sbc 1110f!ths ind not deployed I.e. the clnltilll 
exllminatlon Is not required unl~ss the rarm ldentlf~es 'slplflcant' hetlth problems (Health Dlntc:tlve 271, Annex D) . 

...,ACCESS lJ:I ECONOMICS Commercial-in-Confidence 87 



Health economic Input in support ofthe SRP 

completed (e.a. orthodontlc54
), they become the Jndlvlduars post•separation private 

responsibility (Health Directive 408). Post.wparatlon care for whim there Is a Commonwealth 
responsibility would normally be the purview of OVA. 

6.3.3 Dental care 

On entry to the ADF, an Initial dental assessment Is made and a dental dasslflcatlon Is 
allocated as per Table 6.3. Dental treatment Is provided for any identified problems and a 
member'1 dental classification Is rei5541ssed on each presentation for dental services. Health 
Directive 919 (Reference F) provldl!$ rKOmmended access times fer non-uraent and 
preventive dental care. Each vear there Is an Annual Dental Examination and separating 
members should have a dental examination within six months prior to separation (including 
Reserves on continuous full time service Health Directive 284). 

Table G.l: Criteria for d•ntal dassiflc:atlons 

1 Fully dentaNy flt 

2 Requires t~ltment which 
c:ould be dfltrrtd for 12 
months 

t.lo treatment planned within the next 12 m~ltls plus no 
active oral disease plus edeqlllte horne care 

Dl. 
aW./ .. 
duty 

Yes 

Expetted not to pre•nt HI dlntal emarprq within ttte next Yes 
l:Z monthl. All rettoratlve dllntlstry Is complete. Requires 
minor~ therapy e ... remOWIII ol plaque/cakuha. 
Prosthodontic: tre11ment for restol'ltiOnJ or prostheses that 
can be mlintllinld by the member for 12 months. 

3 Requim tntltment ll'loidin Rest«idli.'WI dentistry. Prosthcdontlc trtlltment for prOCIIduras No (I) 
ll months that ~:~Mot be maintained by the Pldient for 12 months. 

TrNtment of modeme to MNere periodontal disease. Anv 
complex treatment. filly patholoay associated IMttt third 
molars. 

4 Requires arty treatment Alaauldt, 'urly' means within wroxlmataly one month. No {I) 
Examphu 11111 onaolfla root CINI thlr1py, dHp certes,. or 
Insertion of a prosthesis befont lmmiNnt postina. 

o UnclasSified Not yet dassifillfl. No 

Health Directive 424 notes that the provision of restorative dental therapies occupies the 
major part (some 7096) rA a dental practitioner's clinical time In civilian and ADF settlnss. 
However, the cyde of replac:Hnent results in a progressive Increase In the size, complexity and 
co5t of dental re5toratlons. In recent years, a leu InterventiOnist philosophy reaardlnl 
restorative treatment has been recommended by leaders of the dental profession, advocatlna 
more emphasis an disease prevention (e.s. dietary counselllna, fluoride therapy, hygienist 
scale-and-clean to prevent ainslvitls and perldontttis) and, where necessary, the use of 
minim1llst restorative techniques. In this vein, in the past wisdom teeth were routinely 
extracted across all members. These days, the frequencv of preventive extractions Is rec:lucln& 
althou1h consultations sugested that potentially there Is still an excessive amount of such 

54 Orthodontic 11rtd cirdqnlll'lic lreitment Is rarely required since the ADf rejects recruits with 1ross derttofadal 
lmpillnnent.. aross malocdu.slons and similar unsuitable conditions. Ocalsiortally sucn tnlatment Is required to 
reston! oral health or st~blllsea deter1cratina situation, but not fer cosiTWtk reascns only . 
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extraction$. Such Minimum Intervention Dentistry prtndples and protocols are outlined In the 
Health Directive, which also notes that cosmetic dentistry Is not provided by the ADF. 

Health Direaive 407 provides guidance on the appropriate numbers and composition of dental 
staff required to deliver dental treatment to the standards dticrlbed In DI{G) Pers 36-2-AOF 
policy on lndlvlduol ReodlnesJ, and to maintain an avera&e dental readiness ran1e of above 
85" over a 12-month period. The policy recoanlses that due to realonal market forces it may 
not always be possible to engage less than a full-time staff member. 

Table 6.4: Dental officer staff ratios 

c.areset11na 

Multl-dMtlst flldlity 

Full time Clinician: CGmpetency level 2 or equivalent 
Full time clinician: CGmpetency LJNell or equivalent 
Senior dental officer 

Dental specialist 

Field-deployable dental facility in aarrison 

Dependant: Workforce Altlo 

800:1 

640:1 

2.,_ variance (manapment dutie$ 
depend on facility size) 

Nosuidance 
20'!16 less than aboVe (to allow for 
tralntnafexercise time) 

lD-:ZOIK less than above Slnsle dentist facllltv 
Induction and training centres 20'!161ess thin above (need to undertake 

comprehensive initial assessments and 
associated treatment) 

Deployed dent.ll teams 

Denul-ary support requirement 

Dental hyalenist 
Dental technician 

Dent.ll assistant 
Senior dental assistant 

1000:1 

1200:1 

1fi00:1 

1 per dental officer 
Ml.nlmum of one per sinsle-dlfltist 
facility (lenerally replacing a dental 
as5istant) 

1 full-time NCO or equivalent Dental practice mana1ement 
Additional Jdmlnlstratlve support Varies. At a multi-dentist facility, 1600:1 

dental assistant assisting practice 
man111er 

Dental sterilisation technician 

Source: Health Directive 407. 

6.3.4 Mental health 

1 per multl·dentist permanent facility 
with a central sterilisir!f area 

OI(GJ Pers 16·24 outlines m•ntal health care provision In the AOF. 

ADF members often foce the same stressors as those in the general community, 
such as bereavements, relationship problems, flnondal difficulties and problematic 
use of alcohol or other druas. In addition, aspects of military life create situotiDns 
thotare inherently more stressful than In civilian life (DI(G) Pers 16-14, para 3). 
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Examples of additional streuors are more frequent re·locatlons and trauma from deployments 
or other violent events. The followlns Mental Health screens are conducted for AOF 
personnel. 

1. Retum to Aultrallll Psycholo,bl Screens IRtAPS) are conducted for all ADF personnel 
returnlns from operational deployments in the area of operations before personnel return to 
Australia. RtAPS lnvollle an educational bneflna (i.-eluding topir:s such as potential 
homecoming readjustment difficulties, remediation stratesies and suppon services), the 
administration of a screenina questionnaire (including measures of post-traumatic stress 
symptoms, alcohol use, and depresslve/anldety symPtoms), and finally a face-to-face intenriew 
with a psyr;holosls.t or trained senlor psycholotical examiner. Any personnel identified as 
having mental health issues requlrina further treatment are referred to appropriate mental 
health professionals as soon as possible upon return to Australia. 

2. Post Opel'lltlonal Plycholoilcal SCrHns (POPS) are conducted for all ADF personnel 
who have returned from operational deployments approximately three to six months after 
homecomina. POPS involve the administration of a screenln& questionnaire and an interview 
with a psycholosist or senior psycholoslcal examiner. Aaaln, ADF members Identified as havlns 
significant mental health Issues are referred for appropriate treatment/support as required. 

3. Oltlcel lndlhlnt Mel*l HAith SUpport (CIMHS) Screens are admlnLstered to ADF 
personnel who have been involved In, or exposed to, critical Incidents (or potentlaltv traumatic 
events). The CIMHS screening proc:ess typically Involves a group educational brlefln& on the 
effects of such events, the administration of a screening questionnaire (whl(;h Includes the 
Acute Stress Disorder Scale), and a face-to·face Interview With a trained mental health 
professional or mental health provider. ADF members 'onsldered to be displaylns s11ns of 
potentially chronic psychoiQII'II Injuries (e.a. Acute Stress. Disorder) are referred to mental 
health professionals or mental health specialists for more In-depth assessment and treatment 
(see DI(G) Pers 16-25). 

4. Sc1Hnln1 of Specllll Populations. Groups of personnel within the ADF who are 
identified as belna at Increased risk of mental health difficulties are screened on an as-required 
basis, usually upon the request of Commanders. Such populations may lndude Military Police 
lnvesttsators, Intelligence personnel. and Special Forces fe.a. Special Air Service Regiment). 
The screen in& process typically foflows the RtAPS and POPS models described above. 

IndiVIdual mental health care pl•ns are the responsibility of clinical case man11ers {typically 
medical officers) and are completed for all ADf personnel assessed as having dlqnosable 
mental health disorders. Care plans for members with less serious, sub-c.llnlcal mental health 
problems may be developed by other mental health professionals, includlnl psycholoalsts and 
social worktrs. Care plans should be developed with the input of all involved mental health 
professionals {e.g. psycholoBim), specialists (e.s. psychiatrists), and serviCM In accordance 
with recently reteased case manqement policy, Health Directive 289 - Mental Health Case 
Manasement in the Australian Defence Force. Health Directives 289 and 260 provide 
definitions of each catqory of mental health workforce and flowcharts for protocols, including 
pathways into the mental health care system (e.g. self-referral, screening, the All Hours 
Support Une or the military chain of command). In addition, DI(G) Pers 16-26 outlines 
protocols for managing a suicidal eplsodl' and provides Information on •uicide risk. 
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Fitness for deployment with a mental health problem or d'llorder is based on a medical 
officer's assessment (In consultation with mental health professionals) of deployabUity, 
prosnosis and MEC (Heakh Directive 260, para 32). There Is currently no trt-servke policy on 
the use of antldepnt55ant medications on deployment although typically personnel takin1 
antidepressants have been medically downaraded such that if they can continue to serve, they 
have not been allowed to deploy operationally. The Directorate of Mental Health is in the 
proceS$ of submittlns a proposal to the Chiefs of Services Committee to allow, under stringent 
controls and monitoring conditions, the deployment of some personnel taking small 
maintenance doses of antidepressant medication. Current best-practice guidelines dlctBte 
that In order to reduce the risk of relapse, antidepressant treatment should continue for up to 
tW1!1ve months post resolution of symptoms. 

Finally, the Dunt Review into Mentol Health Core In the ADF and Transition through Discharge 
was released in May ·2009. Implementation has commenced prior to release, with staff 
allocated, a comprehensive project plan developed and several major bodies of work 
commenced. 

• Worlcfarce development focuses on enhancins ament workforce capability and 
preparing for up to 55 additional direct mental health care posit,ons, plus up to nine 
further positions in the newly created ADF Centre for Mental Health, and up to ten 
positions In the Directorate of Mental Health in JHC. Recruitment will be phased over 
three years. 

• Governance and policy enhencemant. Health Directive 289 was released In Aprll2009 
and addresses the need to Improve communication between health professionals 
identified in the Dunt Review by provldirc best practice guidelines. 

• Proa111m Ktivlty 1m~ will include recruitment of single pr011ram coordinators. 
The Resilience and Prr:ventlon PI'OfJrom continues to refine BattleSMART ISetf 
Management and Resilience Train Ina} for recruits, officer cadets and potentially for ADF 
members durlf18 pre-deployment trlllnlna. There are also plans to introduce a tailored 
version of BattleSMART entlded llfeSMART, tlf1eted at transitioning ADF members and 
their families. 

• Mallimlsln1 rehabilitation .tnd family enPaement In the transition process. In addition 
to LifeSMART, the ADF Transition Policy Workin1 Group Is examlnlf'll fundamental 
elements of the transition process and is liaising with DVA (e.g. regardinB the Keeping in 
Touch Workshop). The Directorate of Mental Health Is plannins a Family Forum to 
examine how to better en1age families with Defence. 

• Research and survellanee. JHC and CMVH are planning for a Deployment Health 
Sunrelllanc• PrOJVam. The CMVH Health Think Tank report has been completed and will 
form the basis of the Mental Health SCreening Worklrti Group, meeting in October 2009. 

6.4 Rehabilitation and OHS compensation cases 

'Rehablllrarlon Is a managed process involttlr?g early intervenrton with appropriate, 
adequate and timely services based on assessed needs and is aimed ot 
maintaining Injured or Ill members In, or returning them to suitable employment. 
Rehabilitation aims to provide assessment and supportive services to facilitate 
Individuals to achieve their maximum potential both physlcolly and vocationally. It 
Is a holistic approach that considers the individuals psychological, physical, social 
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and vocational circumstances. The rehabllrtatfon process generally Incorporates 
both occupational and medical components' (Health Directive 290:para 3}. 

The AOF Rehabilitation Pr0f1ram Is outlined in DI(G) 16-22 empltasislng restoration of 
functionality, benefits (better health outcomes, productivity, retention of personnel) and the 
lecal setting in OHS and Compensation Acts. Components of the Rehabilitation Program 
comprise early Intervention, rehabltltatlon asmsment and plannina, and compensation. 

Health Directive 290 outlines current best practice In rehabiRtatlon care, notlns that the 
success of any rehabilitation program requires Command, Defence Health professionals and 
the Proaram case Manager to work closely t01ether towards a common goal Identified early 
on. The lonaer a member watts for treatment or return to work Intervention, the less effective 
the r~m to wort outcome is llllely to be. Rehabilitation trlgers and referral processes for 
care are detailed In Annex A to the Health Directive. 

Since the Rehablltatlon Program and policy settlnss are In line wlth most government OHS and 
rehabilitation policies, there Is little else to add descriptively and no chanaes sugested In 
relation to the policy context of thl$ aspect of health care. 

6.5 Potential for use of e-technoloaies or substitute care models 

Various e-technoloales were explored With a view to potential savlnas. 

• E-tlealth for ADF members. The JHC intra net and website www.defence.sov.au/heahh/ 
provide access to information for members on health and fitness tips, healthy llvlna 
Information and other featured health topics. The JEHOI personalised health record Is 
discussed In Section l. 

• E-hulth to Inform workforce, update .,d ••ndardile IMst clinical prac:tlces. A new a­
health lnttiat'lve 'Map of Medidne' Is belna considered whith will .usist In adaptln& and 
modifying clinical processes over time in order to all1n with new and eme111ng health 
technolosies, best dinical practice Guidelines (e.a. from the NHMRC), and evidence 
based models of care. 

• T ...... dtoloiY and ttlepsyc:hlatry. There are no current teleradlology or telepsychlatry 
services within sarrlson. 

• A telemedlc:lne trial Is underway In the Middle East but this is very limited In 
scope. 

• Telepsyc:hlatry Is planned 15 a future function. A business plan has been put 
forward by the Olrettorate for Mental Heahh for telepsychlatry services to be 
provided to each of the main re11onal ADF health facilities across Australia. The 
'hub' for telepsyc:hiatry services, or the establishment from which psychiatrists 
and other mental health·spedalists will operate, Is the proposed ADF Centre for 
Mental Healttl, which Is to be estabiished In Sydney. The telepsychlatry servlet 
will provide ADF health facilities with consistent access to specialist clinical 
assessment, Individual and sroup treatment, dlnical supervision, and mental 
health training services. 

• E-health for scre•nlna llt'VIces. There Is no screening or trlage performed via the 
Internet or web-based system. Mental Health triaae is provided through the 1800·AII 
Hours Support Une. The proposed annual mental health sereens could potentially be 
rolled out electronically. At the time of writing, the outcomes from the Mental Health 
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Screen inK Working Group October 2009 meetinl were unknown. However, population· 
wide face-to-face mental health screenlnals unlikely to be cost effective (e.g. Valenstein 
et al, 2001). 

• It is recommended that any large scale Initiative such as the proposed policy of 
annual mental health screening should be subjected to rigorous prospective eost 
effectiveness analysis and, if prospectively shown to be cost effectiVe, is further 
evaluated throuah pllotlns. The comparator for face-to-face mental health 
screen ina should bee-health sc:reen•ng. 

Given that annual mental health screens are not currently budaeted, there are no 
proposed savings from e-health mental health screenlnc. 

6.6 Potential for chaneed policy 

Most current clinical policy settlnss appear to be work ina well and should continue, with built­
In evaluation to monitor efficacy (health outcomes, and effkiency (cost effectiveness) over 
time, such as: 

• the Heolrh Promotion Program In particular most of the specific tests included and 
elCcluded from the AHA and CPHE as outlined in Health Directive 242; 

• e-health information for members provided through the website; 

• best practice evidence that underftes most clinical protocols; 

• the shift towards Minimum Intervention Dentistry principles and prototOis for access to 
different types of dental treatment; 

• mental health care plans and suicide prevention strategies; and 

• rehabilitation and OHS policy. 

Some initiatives are recommended to b1 tlCpedlted that have no identifiable budget savings 
(ramer, they may have small costs that can be absorbed witttln current buqet allowances or 
which will pay for themselves over time) but which have substantial scope to enhance quality 
of service provision. For elCample, Map of Medicine software is likely to assist with continuous 
quality Improvement In clinical praetlte. This may In turn reduce adverse event profiles and 
Improve overall health outcomes, which produces savings in terms of health costs for treatina 
adverse events or the poorer health In the 'no change' counterfactual. However, such savings 
are likely to be relatively small In dollar savings to JHC - though potentially larse In terms of 
QAlVs pined or DALVs averted and in productivity gains and personnel cost savings. In 
addition, Mop of Medicine mav improve efficiency in relation to how continuous quality 
improvement is currently beln1achieved (resource-intensive individual reviews). 

Similarly, moves towards telepsychiatry are likely to save transport costs for workforce, 
enhance workforce recruitment and retention by reduc:lns the need for travel, and provide a 
hlsher standard of service to rurally and remotely located ADI- personnel which would be 
expected to Improve mental health outcomes. Whenever health outcomes are Improved, and· 
particularly through early Intervention, there are likely to be Ions term benefits (as noted 
above) In relation to wellbeing and productivity gains, and reduced long term health or 
compensation expenditures. However, In the short term there may be capital costs associated 
with establish ins the tec:hnolosy and tralnlns and familiarisatiOn costs as it is rolled out. Since 
the Initiative is in such an early phase and the precise model is as yet unknown, this Initiative 
has not been included either in the list of potential savinss reform measures. 
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It is potentially too early also to assess whether there Is scope for broader gains from the 
telemedldne trial currently underway In the Middle East. However, this trial should ideaUy be 
evaluated with a view to not just clinical outcomes achlewd but also efficiency outccmes, 
usln1 established cost effectiveness metrics and thresholds. 

6.6.1 Screenlnaand examinations 

Our review of screenln1 and examination processes revealed close alignment to best practice 
guidelines- notlna that some lnvestlllatlons are no longer undertaken In the ADF due to the 
evidential basis of lack of efficacy or cost effectiveness (e.a. blood 1lucose, uriniiiY51S, restin1 
ECG and stress electrocardloaraphy, thyroid function tests, testicular and prostrate cancer 
tests)." However, there are a few areas where reforms could be realised. 

1. Bowel cancer suHnlnl 

Health Directive 242 outlines the current practice of bowel cancer screenln& uslns faecal occult 
blood testlns performed every year for both male and female ADF members from 50 years of 
aae. Best practice (sudl as reviewed in the National Bowel Cancer Screening Proaram 
Evaluation) suaests that testin11 is most cost effective and only required every two years. 
Australian studies of this issue (O'leary, 2004; M·TAG, 2004) reflect the same conclusion as 
United Klnsdom and other studies (Whynes et al, 1998; Bolin et al, 1999). 

Chanal"'l poMcy on bowel cancer screenlns to more cost effective frequency would not have 
laf'le impacts since It Is limited to a small ADF population sub-sroup- permanent force 
members arced 50 and over. JHC provided data from the 2007 ADF Census for permanent and 
reserve Navy, Army and Air force personnel by a1e aroup. Reallocating the small proportion 
[less than O.S"l whose qe was not reported In accordance with the reported qe d istrlbutlon 
resulted In an estimated 1,564 personnel In 2007 receiVIna annua• bowel cancer screenln1. 
This population was assumed to arow at overall Australian population srowth rates (as per 
Section 1.3.2). 

The price of a bowel cancer foecal occuh blood test and associated patholosv was based on 
historical unit costs from the National Bowel Cancer Screenina Proaram, inflated to current 
pnces based on health Inflation (as per Settion L3.2)- $26.03 In 2009·10. Usina these unit 
costs is potentially conserv~tlve, since the averaae costs of a larae scale national prosram are 
likely to be the lowest achievable. Only half the screen costs are saved eactt year (personnel 
still require a test every two years), and it Is recommended the reform measure commence 
1/1/10, so estimated savings by year rise from $10,582 in 20()g..10 to $30,583 by 2018-19, a 
total savinl of $246,265 over the ten years. 

2. Tlmlne of IH!alth chedcJ 

Currentiy the pre-deployment health checks (see Section 6.3.2) are at:!PIIcable to all ADF 
visitors resardless of time In country (Health Directive 222, para 171. For visits less than one 
week It is recommended that a sln1le health check could replace the four pre-deployment 
checks and a sin11e check on return could replace the four post-deployment checks. It Is also 
recommended that the post-deployment AHA should (like the POPS) occur 3-6 months after 
return (rather than at the 3 month mark). Similarly, the final separation health and dental 

ss Health Dlrectlw 242, para 23. 
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checks could occur In the 12 months prior to dlscharae rather than in the 3·6 months prior, 
thus enabtina a roll-In with the flnal AHA and annual denbl examination and removing 
duplication (e.g. twO tests potentially within a &-month period). 

The numbers of visits less than one week are likely to be small in number and given the 
absence of data and the potential miflnltude for savings, are not casted here. 

The reaiiJnment of the post-deployment check will still incur a cost, but on average one 
quarter of the cost will be deferred to the following year. This wiH occur on an ORIOing basis. 
The modelllrw assumes (based on consultations) some 5,000 people retumlns from 
deployment In 2009-10, Increasing each year bv the populatlon growth rate to 2018-19. The 
unit cost Is that of an AHA. 

Similarly the final Separation Health AsseS5ment will apply to the sub-population of people 
Ieavins the ADF each year. Historical separation rates have been around In the order of 109Ei 
per annum (or hl1her) and 1096 Is used In this analysis. It Is also assumed that In any year 596 
of separatlns Reserves are elillble. Toaether this Is estimated as 5,415 members separitlna In 
2009-lO,Increasina annuaRy at population growth rates. In four fifths of cases the duplication 
saved would be of an AHA and in one flfth the duplication would be of a CPHE. 

Unit costs for AHAs and CPHEs are not available from Defence. It is likely that unit costs are 
higher than in the civtlian population for an equivalent service, but Medicare data have 
conservatively been used to analyse the averaae cost of comparable MBS items. Data were 
available for the year 2007-oB (Table 6.5) and Inflated to future years usina health cost 
Inflators rates (as per Section 1.3.2). Items considered similar in nature to the CPHE were 
Items 700 and 704, which are stmllarty comprehensive health checks, whill!! AHAs were 
considered similar to a 45-year health check of a levei'O' GP consultation (Items 717 and 44). 
Both the AHA and CPHE Is conducted based on the results of seroiOBV and the full blood count 
(Item 65070) has been used to approximate this cost. The Medicare data represent the full 
avera1e cost (Including sap payments). 

Table 6.5: Estlmatlns COSh of AHAs and CPHEs from comparable MBS services 

MBS 
Oesalptor Ave~ cost :Z007.0S 

Item 

700 Health check for Australlansa&ed 75+ $169.95 
704 Health check for Indigenous AU$tralians qed 55+ $169.92 
717 45-year old health check $102.63 
44 Levei'D' consultalion $102.67 
65070 Full blood count $15.69 
Source: Ml!da• Aust•ll• date provided under a spedal requelt. Note: DetaHed descriptors for each item are 
available from http:/ /www9.health.p:w.awmbs/search.dm?q~=l. 

Thus calculated, the averase unit cost of the AHA In 2009-10 IS $124.32 and of the CPHE is 
$195.00. In addition, for the same reasons and using the same methods the savings from 
Separation Dental Assessments can also be realiSed, with the cost of a dental examination 
estimated using an avera11e of MBS dental items {85011-87777). 
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Naturally, for the post-deployment timing reform, most of the savlnp occur In the first year 
from commencement (recommended from l/1/10) - $77,698 In 2009·10 with $173,57& 
savings in total. 

However, the Separation Health and Dental Assessments timlna reform (also recommended to 
commence from 1/1/10) provides on1oln1 savlnss from the reduced duplication, estimated as 
$187,42.0 (health} and $2.35,806 (dental) In 2009-10 and $3.883 million (health) and 
$4.754 million (dental) over the ten year period. Savlnas from screenins reforms are 
summarised In Table 6.6. 

Total estimated savln&s from screer.ln1 reforrm are 9.06 million over the OFMP. 

&.6.2 Readiness requirements for deployment 

ADF health policy hlnaes not just on clinical Indication (the foan of Section 6.6 so far) but also 
on the concept of operational readiness. DI(G) Pars 16-l (para 5) notes that: 

'Usuafly the range ot and ease of access to, health core provided to [Permanent 
ADF} members will exceed that available through the public health care system 
because of the requirement to meet and maintain operational readiness. However, 
DGDHS will, from time to time, Issue policy which may eKclude or limit the 
provision of certain medical or dental treatment on the grounds that such 
treatment i.s contra-indicated or unnecessary for operational readiness.' 

Hence some health seNices are provided to Defence personnel purely since they are available 
to clviiJans, and even thoush they may Inhibit operatiOnal readiness (e.a.ln·vttrofertlllsatlon or 
vasectomy reversal). Some are also refused on the s.ame grounds (e.J. purely COimetlc 
procedures such as brea5t Implantations, ahhqh occaslcmally exceptions are made). Some 
other procedures are not supplied on the ba5is that they should not be required sinc:e their 
Indication suaests grounds for potential MEC4 dlschaf8e (e.g. 1astric bandina for extreme 
morbid obesity). 

At IJW time, not all ADF personnel are likely to deploy nor are all personnel fit to deploy. 
Althoush specific recent data were not available, consultatiOns based on previous data 
SUIRested some 85" of ADF personnel are fit to deploy based on achieving MEC 1 or MEC2 at 
any Biven time. However, even with MEC3 and some MEC4 categorisation, personnel remain 
part ofthe ADF. 

The readlnen requirements are also Uke-ly to be less important for those who have never 
deploved and are not llketv to as a result of their particular duHes or other factors. Far 
example, Health Directive 285 (para 3) states that for Gtlp Year personnel, employment on 
operations Is 'unlikely but not Impossible'. In such dn:umstances, health policy needs to 
consider and reflect actuarial factors. Moreover, some Ions term maintenance, loalstlc 
support or office functions mCJy be considered to require 'st4tndard' rather than 'hlsh' levels of 
operatlonat readiness. This reality is reflected In the actual rates of overweight and obesity, 
for example (recall Section 6.1), in some sub-populations. 

Optimality rather than totality Is also reflected in the JHC strategic plan (e.g. Priority One Is to 
'Optimise ADF operational health capability' and KPIS emphasises 'selection of optimum 
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service delivery models'. Annual sc:reenlns for voun1 people (under 40J who have a need for 
standard rather than hiah levels of op&ratlonal readiness, particularly given the nature of the 
checks in the AHA, Is unlikely to deliver optimality when cost effectiveness Is considered. 
Similar annua& health checks In the civilian pc.pulation aaed 18·39 are not publicly funded nor 
warranted on the basis of the body of evidence. 

Rather, the CPHE delivered every three years is considered more appropnate for this sub­
population, replacing the AHA. Ideally the measure should be evaluated and health outcomft 
compared at baseline and every three years for the two groups. Entitlements to care would 
still remain the same for both aroups ('one ADP)- reduced screenins only is recommended. 
This reform Is in line with current policy which rec01nises that health status and services 
simply need to be 'fit for purpose' (recall KPis 3 and S in Table 1.11. 

Services are likely to be best Informed In relation to which employment positions pnulnely 
require high levels of operational readiness in terms of screenlna and which require standard 
levels. It Is recommended that tarsets are set and such determinations are considered by 
Services, with a view to deflnlns 509(, of those younaer than 40 years In each screening 
requirement croup. Due to the need for this identification and consideration process, It Is 
recommended that the reform commence 1 July 2010 rather than 1 January 2010 when the 
screen ina reforms could commence. 

There are an estimated 43,911 permanent forces ased under 40 In 2009-10, lncreaslns with 
population srowth each year. Unit cost savings per annum are estimated as the wel&hted 
average of current screening costs, minus one third of the cost of triennial CPME, minus an 
allowance for one extra doctor visit (over and above normal visits} in order to treat any specific 
health problem that may arise over the triennium. The extra doctor visit is based on a 
standard Item 23 (Level 'B') general practke appointment under Medicare. Thus: 
(o.s•124.32+0.24 195.00)-(19S.00/3)-39.11 .. $36.22 In 2009-10, lncreeslna with healtt. 
Inflation (see Tabte 6.6). 

Savlnp from standard health assessments would be zero In 2009-10 but $832,49fi 
In 201o-11 and $8.857 million over the DMFP horizon. 

It is also recommended that post-separation health care should be discontinued - however, 
data were not available to estimate the c:ost savtnss and since they are likely to be small they 
have not been Included In this costing. 

6.6.3 Co-contributions 

The principle of equivalence with Medicare and the public health system neglects an Important 
attribute of health services provided to civilians - elvillans face out of pocket costs. While 
vested Interests might claim that zero marginal costs for health care are an 'entitlement', this 
Is not evident from review of the lqlslatiOn or policy undertaken In this analysis. 

AIHW (2009) shows that of total health expenditure in 2007-08 In Australia ($101.6 million) 
Individuals funded $17.4 billion in out of pocket costs and a further $7.9 billion via premium 
payments to private health insurance (PHI) providers. Of total per capita recurrent health 
elCpendHure of $4,613 per person in 2007-08, civilians funded $1,126 (2496) themselves. Even 
wltMn the MBS, where all items are listed in princ:iple on the basis of clinical need, individuals 
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contributed some $3.42 billion of the $16.0billlon (219ft) in 2007-08. For some 279 million 
services, this represented an individual co-contribution of $12.27 per MBS service (with an 
average of around 13 MBS servtces billed each year per Australian, on averaae). On the MBS 
alone then, civilians pay around $162.89 per year for their heald'l entttlement. 

It Is recommended that ADF personnel also make a- much smaller- co-contribution to the 
provision of their health care. A suuested contribution equivalent to $12.27 per annum Is 
recommended. This equates to 89ft of what a civilian would pay for their annual MIS services 
on average or around 19ft of what a civilian pays each year for a lower standard of health care. 

Ideally co-contributions occur at the point of service, so that the marginal cost provides sound 
Incentives to consider service utilisation. This Is In line with other Government policy- for 
example, co-contributions to PBS-subsidised pharmaceuticals and for other services - with 
caps or safety nell. Since the detail of the payment of the co-contribution Is likely to be much 
less of an issue than its Introduction or overall level, for the purpose of this co5tlng only the 
recommended annual amount has been lncluded. The amount is so small relative to 
disposable income that no behavioural cha111e Is expected in terms of the number of health 
servlc:.s accessed, even If payments are made at the ma11in. $1 per health service is 
estimated to be adequate, atven the expectation of an averaae of at least the 13 MBS services 
on averase provided per clvtnan per annum. 

The $12.27 unit cost Is Increased each year •n line with heakh Inflation (see Table 6.6). The 
reform Is abte to be Implemented from 1/1/10 so the full amount of savlnp each year could 
accrue. 

Savlnas from co-contributions would be $902,3891n 2009-10 and $10.952 million 
over the DMFP horizon. 

6.7 Summary of model flndin1s 

A summary of cost savings iS provided in Table G.G- with $27.75 million in savlnp realised 
over the DFMP from KRMS measures. 
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T•ble 6.6: Budlet lm(!!ct of policy review and l'lltlonllflsatlon (nominal$) 

Description 2009-10 1010-U 2011-12 2012-13 2013-14 2014-15 2015-1& 2016-17 Z017-18 Z018~19 Total 
5.1 ao-1 anar binrrlal.,_ 504-

Pl!rsons (permanent fortes aged SO+) 1,626 1,647 1.668 1,689 1,710 1,731 1,753 1,774 1,795 1,817 

Unit cost of FOBT and patholcJ&y ($) 26.03 2fi.90 27.80 28.60 29.29 29.98 30.84 3LBO 32.73 33.67 

Savlnp($) 10,582• Z2,152 23.188 14.151 25,847 25,950 Z7,0Z1 21,207 29,J77 JO.SU 246,.265 

5.21'0sf_.,.,!Mllf AHA llmlrlf 
People dep~d (pa estimate) 5,000 5,064 5,129 5,193 5,258 5,323 5,388 5.454 5,519 5,585 
58111 ... ($) 77.&91 79.693 1.999 UM 2.011 z.ozo 2.81 2,016 2,.G42 2,1M5 171.578 . 

5.J Fimll sepatrltlott dtedr rimltrg 

Sepolrations (10% pa) 5,415 5,484 5,554 5,624 5,694 5,764 5,835 5,906 5,977 6,[)48 

•. S.vlnp separation "-lth ($) 187.aa• 392~ J97.J91 8,5&1 403,637 401,359 415,510 4l1,658 425.791 GO,JIO J,IIJ,455 

b. Savinp separation dental($) 2J5.806• 477.M7 411.7!3 481,.81A 415,918 soz.ou 501.2U 514,391 520,5a 52&,794 4,754,171 
Totill5aaflinl sii'Vinp 511.505 971.167 10&..317 91Ji,56C 926,114 9)11,311 952,m 966,.213 '¥77,798 990,182 9,051J,Z69 

SA Standilrd hulth a_,.ments 

Ptnoniii (permanent forteS aaed <40) 43,911 44,475 45,040 45,606 46,174 46,745 47,319 47,894 48,471 49,049 

Unit cost savtns ($) 36.22 37.44 38.69 39.81 40.77 4L72 42.92 44.27 45.55 46.86 
TGtill ltindllnlisatlon sHinp ($) o•• 832.496 87:1.405 907,880 941.296 975,206 1,015,47ti 1,060,845 1,10!1,992 1,149,131 8,857,126 

5.5 CCHDnlributions 

Persons (permanent fora!s) 73,527 74,471 75,417 76,365 77;317 78,273 79,233 80,197 81,163 82,131 

Average co-contribution pa (5) 12.27 12.68 13.11 13.49 13.81 14.14 14.54 15.00 15.43 15.88 
Total eo<ontrlbution savl•s ($) 9QU89 944,552 988,691 l.,OIJO,CI82 1,067,996 U01.470 1,1SZ,161 1,l01,7Z9 1.2S1,591 1,3011,033 10,951,700 

If 5.3 and 5.4 botll implemented ($) -53,692 -112,401 ·113,846 ·U4,754 -115,634 ·116,986 ·119,035 ·120,796 -121,980 -123,404 ·1.112,529 
Total net IINI•s from polity rewlew ($J 1,360,203 2,636,513 2,652,573 2,7D,751 ZJDIJ,'l.72 2,!11B,CI67 3,001,175 1,108,270 3,212,401 J,320,14l 27,754,567 

Source: Aazss Economics. Note: lnclldes ~till anclrKUrrent expenditure items. • Half yaar- refonn could commence 1/1/10. •• Reform muld only commence 1/7/10. 

Notl! that if 5.3 and 5.4 an! both Implemented, tfle fdl exl:ll!nt of savln15 from modlfyinathe timi111 of the HPiJiitlon helllh IISSessment would not acaue. 
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6.8 Key risks- policy review and rationalisation 

Risks Identified by JHC in relation to the policy review and ratlon•lisatiOI'I KRM were: 

• a suitable e-health policy solution cannot be Identified or deployed; and 

• operational readiness policy requirements will need review. 

The first risk above is not an Immediate risk, since the reforms do not at this sta1e require e· 
health components. At this sta1e. the body of evidence does not support additional annual 
mental health screenlna (e.a. Valensteln et al, 2001). 

The second risk above Is an important one and potential risk mltlsation strategies include: 

• Careful communication stratestes whk:h emphasis thet: 

• proposed reforms are directed towards reduc1111 costs without compromlslnl 
outcomes by identifying areas where expenditure on Inputs Is not in feet 
generatln& improved outcomes; 

• proposed reforms are evidence based; 

• standardisation will not create a 'two-tier' ADF but simply supply health screening 
services based on the principle of beins 'fit for purpose' - there will still be equal 
aca.ss to care services; 

• ADF personnel are entitled to health servlces on the basis of equivaluce witfl 
Medicare - as tor clYltlans this auarantees access but not 10()9(. Government 
payment for services that meet reCQ~nised needs; 

• Ilk!!' Medicare, some co-contribution Is lmperathle since zero cost encourases 
over-utilisatiOn In the Ions term; 

• the proposed co-contribution represents less than 1" of civilian co-contributions 
for lower quality services. 

• Communication stratet~ies should commence with VCDF and CFO. 

The financial impact of risks Is modelled In Section 9.2, with an emphasis on: 

• hl&her and lower unit costs for AHAs. CPHEs cmd dental cheds; 

• no conversion to 3-yearly health checks or 100% conversion (the latter may be a 
compromise position to achieve 'one ADF' due to polttlcal feasibility); and 

• no CQ-(Ontrlbutlon as well as tfle possibility (if a single $1 charge per health service Is 
introduced) that In fact more than 12.83 services are averaged per member per annum. 
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7 Industry partnerlng and strategic alliances 

This chapter reviews the scope for the ADF to enter into new strategic alliances. Specific tasks 
were to: 

1. identify potential partnerships and alliances {includiJW <Sydney and 
possibilities In Queensland and Victoria) and determine the nature of benefns that could 
be derived from each such as: 

• 
• 
• 
• 

tralnina for ADF personnel; 

research and development opportunities; 

alternative delivery models for fee for service health care that could reduce costs; 

potential revenue streams from use of spare capachy at ADF facilities; and/or 

a reduction In the number of ADF facilities required; 

2. model the overall cost and savings impact for each partnership/atliance and summarise 
the findings (cementlns the partnership/alliance was out of scope). 

7.1 Methodol01lcal approach 

• The flm task was to identify potential partnerships and alliances Uncludlnl --­
--- Sydney and possibilities In Queensland and Victoria) and determine the nature 
of benefits that could be derived from each such as: training for ADF personnel; research 
and development opportunities; alternative delivery models for fee for service health 
care that could reduce costs; potential revenue streams from use of spare capacity at 
AOF facilities; and/or a reduction in the number of ADF facilities required. 

• Backaround information was requested on the establishment of the ---• 
---Partnership aareement, the nature of the relationship currentlv and 
whether any evaluation had been undertaken previously of this partnership or If 
there were any 'before and after' data awilable on services, workforce/patient 
satisfactton and outcomes. In the absence of such data, these Issues were 
discussed with partnership contacts including the nature, extent and value of 
perceived benefits ftom the partnership arrangement relative to the historical 
'base case' alternative. This also Included the nature and value of benefits for 
partner organisations and their tatlonale for forming the alliance. The 
translatability of the Sydney e"perlence to other locations was tevlewed as well as 
the scope for taklns advantage of economies of scale elsewhere. 

• In particular, scope for comparable benefits was reviewed In relation to the 
similar current proposals for partnership beina explored In Queensland and 
VIctoria. Discussions were requested with an ADF health workforce contact at 
each of the three locatioN to ascertain the potential training and R&D 
opportunities that were perceived could better allfln and hone skills and 
knowledge to those required operationally and could provide Intellectual 
stimulation that may assist with retention. Alternatively, partnership 
arranaements may increase the chances of losins personnel to the partner 
or1anlsatlon. Where the partnership nas already occurred (Sydney) the 
expertence in terms of training, R&D opportunities and retention was discussed. 

We requested information from JHC on the scope for competency-based 
pc~yscales (e.g. anaesthesia competencies, tropical/underwater medicine, surgery 
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• 

• 

• 

competencies) rather than current pr<~dice e.g. full FRACGP requirements which 
determine payscales (current practice may provide incentives for aettlns but not 
necessarily ustns particular qualifiC3tiaru, and may dlsincentivise trainins/CME in 
unrewarded but useful competencies). The project plan indicated there may be 
scope to explore alliances with other medical colleges in order to access 
accreditation for trainlns modules onlv- however, due to time constraints, no 
Information was provided in this area and in any case there was considered to be 
a low probability of changes to tralnlnl models seneratlns 5RP savlnas. of any 
magnitude. Hence, this additional scope was not pursued. 

We req\Jested information on where there currently Is any underutlllsed capacity 
at AOF facilities that has the potential to provide revenue streams from 
outsourcing. While this issue was lal'(lely addressed In KRM 4, an additional 
aspect Is that dependant:doctor ratios are lower In the military than in the seneral 
population. We reviewed if and where this has occurred hlstoriC311y (with medical 
or other health services) and the outcomes, In particular any cost Impacts. 

We also requested information on how purchaslna power may have been 
Improved In recent years throu1h use of strateBic partnerina and the JHC view on 
opportunities In this area solns forward, be;arlna In mind the nature any 
opportunities that have already been explored or are currently In the process of 
belnt explored. However, no written information was provided. 

In the Project Plan we sousht to review how DVA has undertaken Its strategic 
purchaslna af services and with what success and efficiencieS. Ideally we desired 
to talk to a contact at OVA about this and access OVA data on price/service -
particular In relation to medical, SUI'IIcal and psychiatric services, 
pathoJoey/imaalng, rehabilitation and pharmaceuticals. However, again time 
constraints for permission and other processes prevented this so we were limited 
in our ability to explore the OVA approach. Alliances with other health service 
purchasers (e.s. PHI companies as per Xey Reform Measure 4) wefe also explored. 
This Is also In keepinl with NHHRC 'health plan' concepts. 

• Finally, hav1111 assimilated the input Information from the process outlined above the 
overall cost and savi111s impact for each partnership/alliance was modelled In EMtel by 
year and flndlnp summarised In relation to the lO·year period for: 

• 
• 
• 
• 
• 

7.2 

any potential changes to partnershlparranpments. in SVdney; 
potential partnership arranaements In Victoria and Queensland; 

any identified potential revenue streams from underutlllsed capadty; 
potential chan1es to tralnlna protocols; and from 

strateeic purchasina and alliances with ather service purchasers . 
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" 7.3 Partnerships and alliances at other sites 

.. 

. .. 
... 

-
•• 

• 
• 

.. Consideration Is also belnl&lven to potential alliance arranaements in Victoria. So far this Is at 
~· 

.;.the exploratory stilt only. • 

•7.4 Potential for cost savlnp from translattna partnerships/ alliances 
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There Is also scope to achieve Hvinp In future from chanalna the medical structure. It was 
throush that the savinp 'may not be In the SRP leaaue' but may be In the order of savlnalFTE 
doctor per annum (e.a. via conversion of contrac:ted services to a salaried position when the 
current contrac:t expires). While contract conversions have already been Included in KRM3 
calculations, sin~ the nature of the savlnas aaln mtaht also be throuah the provision of a 
uniformed medical officer to nve contract costs, lt would represent an additional savings to · 
JHC. 

From tiM ICRM3 calculations, the average of the APS remuru~ratlon bel"' offered to contrac:t 
doc:tors plus on-costs was $217,963. While some exlsttna APS doctors are receivin11 lower 
remuneration than this, and most exlstlna contractors are recelvtna more, ·til is average 
'conversion' remuneration is probably a fair proxy for the maralnal position. A5 such It Is 
induded In the potential savlnp and assumed to commence In 2011-12. 

I 

7 .S Workload 

From analysis of rate of effort data, It was observed that ttte ratio of dependants to health 
service providers was relatively low. In some areu the ratio of dependants to ·doctors, for 
example, was around 400:1, whentas in the civilian community the ratio Is around 1000:1 on 
average for GPS (hither for spedallst doctors). Consultations sugested that taraet ratios are 
set by some services. For example, the army allows one doc:tor per rifle battalion {750 men). 
This Is based on war conditions fhlah casualtlesl. 

In dentistry, tal)et dependant:ctenun ratios are stipulated (recall Table 6.4) with a maximum 
rat'o of 800:1. It was not clear how these targets translate into prac:tk:e I.e. what the actual 
ratios are. However, rates of 800:1 are lower than for civilians, aaaln nattna that a hllhet 
standard of care is required In the ADF. 

In some areas, workforce Is 'lumpy' -particularly for small bases In rural and remote locations, 
where only a full time position If able to be filled, but a part-time position Is all that Is required . 

. An option here Is the scope for ADF personnel to provide services to civilians on a fee-for· 
service basis, especially In areas where alternative health service providers are scarce (not 
least after hours). 

Consultations suaaested that undercapaclty may be an issue In rec:rultrMnt and retention also. 
Small amounts of routine, less challenging work ('coushs, colds and sore holes') may be 
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addressed throush inueasiftl workload by outselling services an a case~by ease basis, such as 
In the small-remote--~elllty example above. 

The quastlon remains as to what Is the 'rl1ht' ratio. While the civilian avera,e (e.c. 1000:1 for 
GPs) may be too hl&h, liven hlaher required standards of care, ratios of 400:1 are likely to be 
too low. 

A ciVIlian FTE GP ml1ht see three patients per hour for 8 houn per day, 5 days per week and 44 
weeks per year lallowlns for holidays, publk holidays, sick days and c:ontlnulnc medical 
education). This would be 5,280 patients per annum or 5.2 visiU per patient per annum on 
avera1e twtth 1000:1 ratiol. Wlth 400 patients per annum, the ADF doctor would see only 1.2 
rather than 3 patients per hour I.e. SO minute consultations rather than 20 minute 
consultations on average, or work fewer hours overall. Given younger aae and lower levels of 
complex comorbidity, It Is not clear why such long consultations would be wartanted. 

In effect however, the aradual conversion of doctors to nurse practitioners and phy51c:lan 
assistants in KRM3 will reduce dependant:doctor ratios, so to estimate potential savincs asaln 
In this setttn1 would be to risk double c:ountlna. In the meantime, It Is recommended that f1( 

provlder:dependant ratios are measured and centratly reported across facilities as an 
important KPI (indudint ADF. APS and contractor providers). 

7.6 Summary of model flndinas 

No potential additional savlnp- 0t.1er and 1bove those already counted In other KRMs- were 
Identified at this staae In terms of potential revenue streams from underutlllsed capacity 
(e.g. dependant-doctor ratioS), potential changes to tralnins protocols; or from stnteslc 
purdlasins and alliances with ather servlce purchasers (as per KRM4}. 
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Table 7.2: ~uc~ptllnpld ollnd~.........,...., stral.liilellllllaces Cncii'IIJI*$1 
De$1Piplu .. 2IDI»-10 ZOSO.:U 11D11·U 2012-U 281J.M 207A-15 20J5.l6 201.6-17 2017-lJI 2011-19 Tlltlll 

Nl!t savifWi Sydney 
Net savif\IS Queensland 

Net StMI"Ci Victoria (scopine) 
T~Mt__.nm~.-...c. 4'11J,611 5G2.1CII #l,.JSi 111AMD m.,.251 M5;J44 417071112 

~ACCESS 
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Soum!: AcQml EalltDI'nlcs. Nab!: InCludes~ lAd n!CUrnnl: ~ure Items. 
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9.2 Sensitivity analysis on the proposed reforms 

Risk assessments are provided below In relation to costing the KRMs, since the modelllna 
depends on a number of assumptions. 

• Sensitivity analysis has been conducted using @>Risk software. t!PRisk is a simple 
software program that draws a random number for each major lnl)\lt parameter (e.a. 
percentage saving on a contract overhead) from its distribution functkln (e.1. normal, 
rlllht·tailed, triallflular, discrete) and recalculates the major output parameter (In this 
case costs or savlnas overall). This process is repeated many times (say, 10,000) to 
estimate worst case and best case scenarios or the range- of confidence Intervals (say, 
90%1. 

In line with conventional actuarial risk assessment techniques, parameters considered most 
uncertain and with greatest potential to change overall outcomes were subjected to sensitivity 
analysis. Up to five main parameter~ for each kRM are summarised In Table 9.2. 

Table !1.2: Parameters for sensitivity analysis • settings and distribution 

ICRMl 

Annual buildifll 
operatl .. e.xpenses 
per sqm ($) 

KIM2 

KRMJ 
Proportion cheaper 
contractors wllllfll 
to)olnAPS 

Time to fill PA/NP 
posltlons 

ICRM4 

Rates of referral to 
diagnostic: lmaglns 

Surserv referrals 
per garri.son 
population 

KRMS 

Unit costs 

Basec:..se 
nlue 

$100 

2/3 

2 years 

75" 

15.5" 

Basis: M8S 

ff,;..1ACcess 
[]:I ECONOMICS 

H)Jhsavlnp Lowsavlnp Distribution 

1Smi ($150) Smi ($SOt Normal 

125" (5/6 of 7S%(1/2of Normal 
contractors wllllna contractors willin& 

tojoinAPS) to join APS) 

l~(PA/NP 50%fPA/NP Normal 
positions filled In 1 positions filled In 4 

year) years} 

75" (56" of 125" (94% Df Normal 
referrals to referrals to. 

dla&nostle lmaainsl diaanostk: 
imlllln&) 

125"(~of 75% (12%of Normal 
referrals per referrals per 

aarrison population) garrison 
population) 

Dettn~e found to be MBS Items may 
1.16 times higher not match/ may 

(Ramsay) overstate 
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Table 9.1: SUmmary of bucf&et Impacts of al SRP meaatres (nominal $) 
Descriptioft 1-10 10-U 11-U 11·13 13-14 14-15 15-U. 11-17 . 17-&8 ,.19 
KRM1 btionalfsat:ion of facUlties 0.0 -3.3 -6.3 -3.8 1.8 6.7 7.3 7 . .S 7.7 f.g 
KRM2JeHOI 
KRM 31nte~Ji~ted heiiith wotkfon:e 3.fi 7.4 8.9 9.2 9.6 10.0 10.4 10.8 11.2 1L6 
KRM 4 Mult'lll5dplnary primary heakh ta"e 2.5 2.6 2.7 2.7 u 2.9 3.0 3.1 3.1 3:2 
KRM S Policy review/rationalisation 1.4 2.6 2.7 2.7 2.1 2.9 3.0 3.1 3.2 3.3 
KRM 6 Industry partnerincf alliances 0.0 0.0 0.2 0.2 o.s 0.5 0.8 0.8 0.8 0.8 
Net liiVInp & Dill 1A 9..3 1.1 11.1 17.5 u.o UA 2:5.2 2&.1 2&.9 

SDurce: ~~a:us Economics. Nm: lndudes t'lplhlln T'lalm!nt llllp8ldltu~a items. 
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• (S.S) reflettlns: the principle of equivalence with Medicare, introducing a small (around 1" of the civilian amount) co-contribution of $12.27 per annum (for 2009-10, indeXed to 
heahh inflation over timel. ideally spread over services so as to represent a small 
incremental cost,seneratlnl savtnss of $10.95 million over the DFMP. 

ICRM I achieves $4.7 milliOn in savings over the DFMP throu1h industry partnerlnB and 
strategic alliances comprising: 

• 

• 
A summary of flndi"8S Is presented In Table 9.1. 
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9 Summary and risk analysis 

This chapter provides a birds-eye view of the six proposed KRMs and their financial Impacts 
(Section 9.1), assesses the sensitivity of the results for each KRM to chantes In key 
assumptions (Sectlon9.2) and provides a risk analysis of the budget overall (Section 9.3). 

9.1 Summary of the six proposed KRMs 

KRM 1 analysfs the ratloneiiHtlon of facilities prlmartt; through hubblng. Key benefits 
comprise savln1s from removing the need to maintain facUlties and equipment, and potential 
gains from stafflnt consolidation. However, these pins overlap with other KRMs - notably 
KRM3 and KRM4 below. The total additional savings from KRM1 are esllmated at $25.5 
million. 

KRM 2 While the Joint e-Health Data and Information (JEHDII should prove hl&hly useful for 
mam~~ement and epidemlolotlcal purposes, siven tts early Inception staae, Access Economics 
does not COI'Islder that lt is feasible to model such savinas at this time. 

KRM S lntecrated health workforce, achieves total Hvlnas of $92.5 million through c:onvertint~ 
contract health worker' to APS positiOns (a savirw of $35.7 million) and through using 
physiCian aslilstants (PAs) (a savint of $56.9 million). 

ICRM 4 Multidisciplinary primary health care, potentially achieves total savings of $27.8m, 
prlmartly from the closure of lmaalna and operattns theatre facilities on aarrlsons. 

• Based on a cilse mix model derived from the agreement for the provision of health 
service to the Albury Wodonga MIUtary Area fAWMA), there are potential savings of 
$15.9 million from the closure of operattonal dla1nostic Imaging facilities and 
outsourdna ADF needs on a fee-for-servfce basis. 

• Based on data from the Ountroon Health Centre and RAAF Edinburgh and use a cost­
per-procedure analysis, closure of the remalnlnl operating theatres and outsourcing 
sur11ca1 procedures to civilian hospitals may sene rate up to $12.8 million In s.avtngs. 

kRM 5 achieves $27.8 million in savings over the DFMP throtJgh policy review and 
rationalisation meuures comprising: 

• screeninB reforms from 1/1/lD providing savings of 9.1 million which include: 

• 

• 

(5.1) bowel cancer screen1n1 for members aged 50 years and over biennially 
rather than annualfy; and 

(5.2) brinalna the timing of post-deplovment AHAs in line with those for mental 
heatth screenlns (3·6 months); and 

• (5.3) allowing final Separation Health and Dental Asseuments to occur In the 12 
months prior to diKharge rather than In the 3-6 months prior, thus removlns 
potential duplication (e.s. two tests potentially within a 6·month period); 

• (5.4) from 1/7/10, provldlrc a 'standard' realme of health assessments for half of ADF 
members aged up to 40 - namely a CPHE every three years and allowinl for an 
additional mid-triennium health visit rather than AHAs - reflec:tina that health service 
provision should be In line with being 'fitfor purpose' ($8.86 milliOn); and 
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8 Other potential reform areas 

No other potential reform areas were Identified at this stage and, given the she KRMs have 
achieved the SRP targets, none were sousht &lven time constra•nts. 
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7. 7 Key risks - proposed partnerina and alliances 

Risks Identified by JHC in relation to the policy review and rationalisation KRM were: 

• Unable to develop a suffldently attractive package to rKrult specialists. 

• Lesal and contracting Impediments. 

Both of these risks would likely manifest as delays to tl'te tlmlna of reallslna savlnas, and have 
been modelled as such In the sensitivity analysis In Chapter 9. 

Risk mltllatton strategies comprise ensuring pet'Sonnel with excellent project management 
skills and htsh levels of initiative and drive are responsible for overseei"l the partnership 
arrangements in each location. 
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Base case 
Hi&hsavlnp Lowsavlnp Distribution 

value 

AHA 124.32 150% 5~ Normal 

CPHE 195.00 l..SC* 5m6 Nor mil 

Dental visit 174.20 150% 5m6 Normal 
Policy decisions Basis: Different for each - May be rejtctf!d Eoch outcomtt 

re.osonabte a settbelow (politkDI COrl$ider«< equally 
achiwob~ sensltlvfry} Jluty 

"<40 'stilndanf SON 1~. Compromise 0 Discrete 
chana• pollc;y for all. 

Co payment $12.27 $15. If incremental 0 Discrete 
$1/ service, maybe 

> 13 services 
ICRM6 
Timing BasiS: Could achieve 1 yu~ Could ac:hieve 1 

ffQSOnable & earlier year liter 
och illll(lblf 

11-12, 13-14, Brlna forward 1 year Delayl year Normal 
15--lfi 

SOUrce: Access Economics. 

Flndln&S from the sen11tlvlty analysis are presented In Table 9.3 for the total savin&S over the 
ten years of the DfMP. Individual years are only reported In tota~ here (i.e. for a IIICRMs). 

Table 9.3: Flndlnp from senlitivlty amllysls- tndlvlduel parameter variance($ mllltont 

Base case H.., Avlnp lowsavinp 
value 

KRM1 25.5 +4.0 -4.0 

111M2 

KIIMJ 92.S +11.4 -14.1 

KRM4 28.6 +7.8 ·lU 

IRMS 27.8 +33.10 -23.7 

KIIM6 4.71 +0.13 -0.74 

Totll 111.1 +57.0 -U.I 
*ret: Access Economics. 

KRMI: The savings aenerated from rationalisation of facilities depend in part on their 
operatlnl cost. Available estimates of operating costs for health centres (per square meter) 
vary sreatly. A normal distribution has been assumed with a hlih savings option (based on sow, 
higher operating costs) and a low savln1s option Cbased on SO% lower operatlna costs). 

KRMZ: Not applicable. No sensitivity analysis conducted. 

KRMJ: If 1reater numbers of contractors are converted to APS positions sreater savings will be 
achieved. Conversely, If there are delays in Introducing the PAs and NPs opportunities for 
stgnlflcant savings may be lost. 
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KRM4: lower rates of referral to diatnostic imaaina lead to lower overall costs and therefore 
increased savlrcs land vice versa). On the other hand, higher rates of surgery referrals per 
prrison population result ln hijher savtnss because a significant proportion of the services are 
conducted in house. 

KRMS: As expected, there are greater savin1s if the unit cost of the AHA and the dental visit 
are higher than in the base case but, somewhat counter-Intuitively, losses If the unit cost of 
the CPHE Is higher than in the base case. This Is because the standardisation reform switches 
annual to three-yearly health checks so the outcome retlects the relative differential in price If 
the CPHE unit cost Is Increased without a commensurate Increase in the AHA. In reality It Is 
likely that if the CPHE unit cost has been underestimated, so has the AHA unit cost- hence the 
simultaneous chanae of theie parameters Is more reflective of the real world (simultaneous 
chan1e is reported below». The potential impacts of quite hl&h probability events are 
substantial (e.1. not achlevlna co-contributions jeopardlses $11.0 million of $27.8 million In 
SRP savlnssJ. 

For KRM I, chanclna the timlns bv one year chanses outcomes by less than $1 million over the 
DFMP, with a slight asymmetry due to values in nominal dollars. 

The next step Is to use the CP Risk software packaae to analyse the ewe raN distribution of the 
sa~~lnas by chanSingall ptrameters simultaneously to their distribution function as outlined In 
Chart 9.1. The results 11e reported in Chart 9.1 below, which shows that the expected value of 
the total net savtnas is $175.4 milion. In addition, there Is a 9<* likelihood that total savlnss 
will be between $1S7.9 million and $192.7 mltuon. This compares favourably with the tarset 
savings of $118 miiUon and is broadly consistent with the univariate sensitiVIty analysis carried 
out In Table 9.1 to 9.3 above. 

Chart 9.1: Probability distribution Df savlnp outeomes usfnl• Rille 
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It Is also possible to examine the drivers of variation In expected savings. Chan 9.2 below Is a 
tornado graph. Tornado graphs from a sensitivity analysis display a rankin& of the Input 
distributions which impact an output. The values on the X·axis of this tornado graph type show 
the amount of change in the output due to a +1 standard deviation change In each Input. 

Chart 9.2 shows that net savings are most sensitive to changes In how many people a&ed 
under 40 have less frequent health assessments; the amount of co-contribution (If any}; and 
success in converting contractors to APS positions. 

Chart 9.2: Repesslon and rank of net savlnp In KRMs 

Pollcv" <40convertm 'standard', 

Averap co-conwbution/servlce (MBS)' 

Success rata of rettulrmtnt 

Unit colt of AMA(2007.o8l 

Referrels per prrlson populdon: 

Annulloperatlr~~expensespersq m ($), . 
Unit cost of dental vlst (2007·011 

Unit cost S~~Yinp •1FTE 

Unit cost of CPH~ 1200'7-01) 

Rites of referral tG dlapo,tic lmasJn. 

o. 
0. s 

.11 

0.5 

Years10 recruttPANPJ 
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·0.1 0.0 0.1 0.~ 0.! 0.4 D.S 0.6 0.7 

9.3 Risk analysis for the overall budJet 

This settion provides an overall analysis of the main sources of JHC budget risk. Particular 
budaet Items are reviewed induding historical time series in order to ·more dosely identify 
over-runs, hl&h srowth Items, and future overall risk..contlnaency profiles. 

The focus Is on the MEE Budset as this constitutes the bulk of total defence health and is the 
area tlt'Beted for savings (Chart 9.3). 

The major components of the MEE budget are: Contractors (comprisins 49.1% of MEE 
spendll'll In 2()08.09); Fee for Service providers (47.99t! of MEE spending ln 2008..()91. Finally, 
sess.ionallsts expenditure accounts for a relatively minor 3.~ In 2008-09). 
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Historically defence health has had siiJnlfkam overspends, for exemple 1• ln 2004-05 and an 
averase of !J9f. over the last 5 years- when compartna the overspend a1ainst the allocated 
MEE budtet e~ependlture. 

Olan 9.4: Growth In majOr components of MEE spendln1and total overspend 
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The main riSk to budset overspends appears to be contrac.tors. Historical data indicate that 
variatiOns In growth of contractor expenditure is correlated with growth in total MEE 
overspend (Chart 9.4). 

If the Access Economics recommendations of convertii'IS contractors to APS staff are 
Implemented this would help to reduce this element of budaet overspend risk as APS are both 
less expensive and less prone to fluctuations in staff numbers. 

Further, the command structure of defence health has now been reformed and Is under a 
slnste Joint Health command (JHC). This should give JHC the ability to oversee expenditure and 
Implement savlnss Initiatives. The Implementation of the SRP slves JHC a strons Incentive to 
control health expenditure growth. This can perhaps be seen in the declininB overspend in 
recent years (Chart 9.5). 

In future it is expected that there will be tighter controls of the use of locums (when military 
doctors 10 on operaUons) as health centres will need to obtain permission from area directors 
for suc:tt expenditures. 

Olart 9.5: Trend In MEE 
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Another possible risk to the overall defence health budget is Indention. Access Economics Is 
uncertain on what basis the forward budget for JHC has been allocated (i.e. to the year 2019). 
Our understanding Is that in 2001 health expenditure was aiven Its own Index {possibly based 
on AIHW data). However, this Index. only applied for 10 years, whereupon it reverts to the 
standard Index used across all Defence spending. This represents a significant budget risk as 
the current Index Is around 8% per annum whereas the non-farm GDP Is expected to be 
around 3% over the next decade. 

~inalfv, JEHDI represents both opportunities and threats for the defence health budget. 
Historically, both defence IT projects and ctllillan e-health projects have been characterised by 
both cost and time overruns. However, the JEHDI budget is relatively small (around $50 
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million over the forward estimates). On the other hand, the potential sav1n1s are scnlflcant­
If uncertain. Most hospitals which have implemented e-IM!alth systems have already known 
both what activities they undertake and ltow efficiently they carry them out prior to 
Implementation. E-health has simply enabled them to Improve that. In the case of defence, 
potentially the la11est benefit from JEHDI Is enablln1 JHC to get to first principles -that Is, 
knowlna what activities and services they provide and how efflclenttv they do so. JEHDishould 
therefore enable identification of unnecessary and unproductive spending. 
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10 Conclusions 

It Is critical for JHC efficiency going forward that measurlntJ health outcomes becomes 
embedded In policy and practice. In other government departments, such as the Department 
of Health and Aceint and state and terrttory health departments, there Is arowln& utilisation of 
cost effectiveness analysis In order to achieve efficiency objectives. Cost effectiveness analysis 
and cost benefit analysis should become central to JHC service provision in lne with the JHC 
Stratqic Plan objective for cost effective and efficient servtce. Where It is not possible to 
provide such analysis, marginal analysis (such as used In this report) should be undertaken -
I.e. analysis at the maflin to determine where strateslc health objectives can continue to be 
achieved for lower cost. 

Although financial accountability has Improved over the past 12-18 months, It Is recognised 
there Is still some way to 10 to achieve Ideals such as full cost allocation, so that efficiency of 
health service provision can be tracked over time and compared across locations and health 
service types, such as occurs for public hospitals for example (where •t Is possible to make 
casemlx comparisons and funding arranaements can be based on activity based costlnp). 

Another key Issue Identified during this analysis was the difficulty of mana11na expectations for 
health services. This problem Is evident outside the ADF - civiflan Australians fadAJ zero 
mar111nal costs also have Incentives to exped service regardless of cost. As well a,s the 
c:opayment measures sugested in KRM5, It Is also recommended that clarification and 
communication processes are commenced that dearly delineate and Inform ADF personne•ln 
relation to entitlements (which expectations can be reaNsed and which cannot and why), 
access (types of services and timing of aa:ess In various locations/situations), and duty of care 
issues (particularly to clarify chain of command Issues between JHC and commanding officers). 
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