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1 Executive Summary

The ACT health system has come a long way. The population it serves has grown and it supports the
health service needs of a wider catchment. Currently, ACT Health provides services for a catchment of
approximately 400,000 people in the ACT and a total catchment twice that from the surrounding Southern
NSW area. Canberra now has its own medical school.

The health system has relationships with three universities and a public Vocational Education and Training
provider, training health professionals and engages in world class health research. It has a vibrant and
extensive sector of non-government organisations (NGOs) that provide direct services, advocate on behalf
of communities and patients and also include peak bodies contributing to policy development.

In recognition of this growing sophistication and delivery, the ACT Government has decided to make
changes to the structure and governance of its health system. Consistent with the direction of reform in
other jurisdictions, the Government has decided to separate into two new organisations: 1. The ACT Health
Directorate; 2. The provider of publicly owned clinical health services in the ACT. The second of these two
new organisations will be referred to in this paper as the Health Services Organisation.

The Government wants the Health Services Organisation to have both the capacity to run the ACT's
publicly owned clinical health services and the clear accountability for doing so. It also wants the ACT
Health Directorate to step-up to a role that ensures the effective and efficient operation of the whole
health system, including all health providers. The Government also wants stronger preventive health and
health promotion outcomes across the whole of the ACT community, in both their strategic and non-
clinical service provision elements.

The Chief Minister’s Directorate engaged Nous Group (Nous) to advise on the governance, roles, functions
and relationships across this restructured system. The aim is to ensure the ACT learns from similar reforms
in other jurisdictions and adopts an approach tailored for the unique needs of the Territory.

Nous adopted a three-phase approach to this engagement which included: 1. A review of arrangements in
four other jurisdictions, to learn lessons from others’ experiences; 2. A series of deep dive conversations
with senior ACT public servants; and 3. Consultation with people from across the ACT health system
including ACT Health staff.

Three diagrams summarise our thinking arising from the work undertaken.
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This diagram summarises the governance relationship between the Ministers, the Directorate and the new
Health Services Organisation. It illustrates the role of the ACT Health Directorate as policy adviser to
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Ministers and the greater capacity and accountability of the Health Services Organisation as a provider of
publicly owned clinical health services in the ACT and its wider catchment.

The ACT Health Directorate will have a view and responsibility across the ACT health system, a role designed
to drive collaboration from a whole of system perspective with a responsibility for outcomes, including for
the health of the ACT population. The Health Services Organisation will focus on professional, quality,
efficient and effective delivery of its clinical health services. On the interaction of policy advice and operation
of the publicly owned clinical service system, the heads of both new organisations will work together to

provide coherent advice to ministers.
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This diagram represents the dimensions of system stewardship, which is the core function of the ACT
Health Directorate. There are a few points to be made.
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First there are many players in the operation of the health system overall, some publicly owned by the ACT
Government, some funded through ACT Health and some important players nonetheless. All are in fact
connected to each other, sharing staff, patients and an interest in the health and health challenges of the

ACT community.
Second the ACT Health Directorate has two kinds of lever indicated by the two-coloured lines.

The green lines indicate a set of relationships with all service providers that the ACT Health Directorate
fund. These are bilateral relationships governed by Service Level Agreements. To deliver on this function
the ACT Health Directorate will need exceptional analytic, health data and health system performance
intelligence. This function will also need exceptional relationship management skills.

The lines show the importance of leading clinicians, health professionals and other staff and
stakeholders associated with services, in the formulation of policy and strategy for the ACT health system.
The connection point in to the Directorate for this line is through the policy and strategy function, which
supports the role of the ACT Health Directorate as the primary source of advice to ministers. The
relationships are wider than just funded services and their people and are multilateral, not bilateral. The
function of the ACT Health Directorate is significantly a convenorship role here, drawing on expertise and
perspectives across the health sector in the ACT in the formulation of advice.
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Functions — ACT Health Directorate and Health Services Organisation
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This diagram depicts the functions of the ACT Health Directorate and the new Health Services Organisation
This is not a proposed structure for either. It is a diagram representing the key functional responsibilities.

The CEO of the Health Services Organisation will have greater capacity, authority and accountability to
administer the publicly owned clinical health services, including direct responsibility for ancillary and
corporate service support necessary to efficiently and effectively run the services.

The ACT Health Directorate will need functions with similar titles and overlapping skillsets but focused on
complementary levels of work — financial management skills to run and plan for a hospital or community
health services versus strategic finance for the Directorate and system overall. Similarly, analysis and action

on quality and safety issues in the health services versus system as a whole work on performance analysis
and governance of quality and safety.

This will require the separation of existing units within the ACT Health Directorate.
Consultations

Following documentary review, in depth interviews and discussions with ACT public service leaders, Nous
Group Principal Robert Griew conducted a series of consultations, in collaboration with the Head of the

Transformation Unit in the ACT Health Directorate, Catherina O'Leary. These consultations included staff,
managers, clinical leaders and other stakeholders.

The consultations largely supported the changes being made and highlighted particular areas of attention
that will need to be paid during implementation. This includes the need to build capability, both in areas

with new roles and in some areas, to provide a baseline of health expertise from which to move forward. A

‘Consultation Report’ provided at Appendix C summarises the main themes emerging from the
consultations.

The consultation also underlined the importance of the Transition Team in the ACT Health Directorate, on

detailed planning and communication regarding the milestones for 1 October and beyond and on the
importance of proactive change management across the health system.
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2 There is room to improve the ACT's current health
governance structures

The ACT Health system has come a long way. The population it serves has grown and it supports the
health service needs of a wider catchment. Currently, ACT Health provides services for a catchment of
approximately 400,000 people in the ACT and a total catchment twice that from the surrounding Southern
NSW area. Appendix A is a summary of data regarding the interaction of the Canberra health system with
the NSW catchment.

Canberra now has its own medical school. The health system has relationships with three universities and a
public Vocational Education and Training provider, training health professionals and engages in world
class health research. It also has a significant non-government health sector and organisations
representing consumers and specific communities of interest. These NGOs are engaged in direct health
service provision, advocacy and there are also peak bodies for communities and groups of consumers.

This increased sophistication and a growing population places pressure on health services, so it is
important to optimise health governance structures to serve the people of the ACT and patients who
come from the surrounding region into the future. The ACT's unique characteristics shape health service
delivery and set it apart from larger Australian jurisdictions. These include the following factors:

e notwithstanding growth and regional provision, Canberra is still in absolute terms a small,
geographically concentrated population

« one large provider for most high-end health services — the Canberra Hospital

« contractual arrangements with a non-government provider of a northside public hospital — Little
Company of Mary (Calvary Hospital).

These characteristics have important implications for health governance design.

Small, geographically concentrated population

Canberra’s small population and geographical size sets it apart from the larger jurisdictions for several
reasons. Firstly, this makes it difficult to achieve economies of scale in terms of health governance. Other
jurisdictions use local health network boards across a larger service base. Canberra’s smaller population
requires a different approach.

Boards and other governance structures in other jurisdictions are designed to involve a community voice
in service delivery across entire regions and large parts of our major cities, each with several large
secondary and tertiary health services. In Canberra, the small population size limits the effectiveness of this
approach, and the Minister, administrators and other key systems players already operate in close
proximity to the Canberra community.

Single large tertiary hospital provider

The Canberra hospital has a critical role as the key provider of tertiary hospital services for the region. The
Government aims to ensure that the new entity, the Health Services Organisation, is positioned to focus on
the delivery of top quality tertiary hospital services, which will always be a focus for the city.

The aim is that this will allow the ACT Health Directorate to have a broader focus, on a range of health
system stewardship responsibilities, including community-based services, prevention and health
promotion.

Relationships with service providers

The contractual relationship between ACT Health and the Little Company of Mary is a further complicating
factor. There is a risk of conflicts of interest between Canberra Hospital and Calvary Hospital, given the
publicly owned health services’ current structural connection to the Directorate.

The ACT Health Directorate needs some distance from the publicly owned health service, both to allow the
health service to run itself and so it can fulfil its role as steward of the whole health system and promoter
of positive health for the ACT community.
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2.1 History of seeking the right balance of independence and
centralisation

Like other Australian jurisdictions, governance of health services delivery in the ACT has moved over time
on a centralisation/decentralisation spectrum.

In 1996, the ACT implemented a purchaser/provider model. This was in line with trends towards
decentralisation both in other Australian jurisdictions and abroad. By separating the delivery of healthcare
services from the underpinning strategy and policy apparatus, this model was designed to improve role
clarity, increase efficiency and create clear accountability through competition.”

A 2002 review by Michael Reid and Associates was critical about the application of the purchaser/provider
model in the ACT and recommended phasing it out. This remains the view in government. Although the
ACT Government is moving to create more separation again in ACT health governance arrangements, it is
not seeking a crude purchaser-provider model.

The next wave of national-level decentralisation was driven by the 2011 Council of Australian Governments
(COAG) National Health Reform Agreement that required States to establish Local Hospital Networks
(LHNs). According to the Agreement, these were designed to “decentralise public hospital management
and increase local accountability to drive improvements in performance”.2 The ACT and the Northern
Territory were exempted from this requirement, and instead obliged to “replicate the LHN general model
so far as is practical” through parallel arrangements.?

The ACT Government established the ACT LHN Directorate and LHN Council in 2011. Under these
arrangements, the ACT Government continued to manage system-wide public hospital service planning
and performance, including the funding and provision of public hospital services and capital planning.*
Currently, the ACT LHN Directorate is administered by the Director-General of the Health Directorate and
supported by staff from the Health Directorate.®

2.2 Current ACT Structure and Governance

The ACT's health services delivery governance arrangements are the most centralised of the jurisdictions
considered in this report (Figure 1). Canberra Hospital is the only major hospital which reports directly to a
department of state.

Figure 1| ACT health services delivery governance arrangements

Minister for
Health and
Wellbeing

Minister for
Mental Health

Accountable = = = »

Director-General Report —»
ACT Health Procure

Directorate Performance report ==

" Michael Reid and Associates, ACT Health Review (2002), 5.

2 Council of Australian Governments, National Health Reform Agreement (2011), D2.

3 Council of Australian Governments, National Health Reform Agreement (2011), D28.

4 ACT Local Hospital Network Council, Annual Report to the ACT Minister for Health, 2012-13 Financial Year, 4.
> ACT Government Health Directorate, Annual Report 2016-17, 365.
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Table 1| ACT role descriptions of key systems players®

ACT Health Directorate Partners with the community and consumers for better health
outcomes by:
>
=2 ® delivering patient- and family-centred care
5]
o ® strengthening partnerships
©
5 ® promoting good health and wellbeing
§ ® improving access to appropriate health care, and
E * having robust safety and quality systems.”
=
)
ACT Health Director-General Leads the organisation in the delivery of its vision and its
multiple roles.
Canberra Hospital and Health Provides acute, subacute, primary and community-based health
>  Services Division services to the ACT and surrounding region through its key
g service divisions.
©
8 Little Company of Mary Provides public hospital services through Calvary Public Hospital
— Bruce, under a contractual agreement with ACT Health.

Although we have shown the Canberra Hospital and Health Services as a separate box in Figure 1, it is in
fact a part of the Directorate — a Division within it.

ACT Health's executive organisational chart comprises three divisions (Figure 2). The Canberra Hospital
and Health Services Division is the largest and includes service delivery functions. The number of Deputy
Directors General and Divisions was significantly greater than other ACT Government Directorates. An
interim executive organisational structure has been put in place that reduces this number to three.

Figure 2 | ACT Health interim executive organisational chart

ACT high-level org chart

ACT Health
Director-General

Canberra Hospital and Corporate

Health Services Deputy Deputy Director-General
Director-General

Health Policy and Strategy
Deputy Director-General

2.3 The ACT Government has decided to restructure ACT Health

The Government has decided to separate the system overview function of the Directorate from
the delivery of publicly owned clinical health services in the ACT

The Government has decided to follow other jurisdictions in separating the strategic, system-wide
functions from responsibility for the effective and efficient delivery of the publicly owned clinical health
services, by splitting the two functions as separate Agencies under the Administrative Arrangements.

6 ACT Government Health Directorate, Annual Report 2016-17, 33.
" ACT Government Health Directorate, About Us (9 March 2018). <http://health.act.gov.au/about-us>, accessed 14 May 2018.
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In doing this, government is clear that it is not seeking to introduce a crude purchaser-provider structure,
nor does it regard a system the size of the ACT health system as benefiting from independent and
legislated Boards, for a publicly owned health services sector with only one major teaching hospital.

Instead the Government seeks:

o Greater capacity and accountability for effective and efficient clinical service provision on the part of
the publicly owned health services. The name of this organisation will need to be settled. Canberra and
Region Health Services had been suggested and was tested in our consultations. The possible name
was very unpopular because of the ambiguity of the offer an ACT based public service can offer to the
people of NSW. In this report we refer to the new organisation bringing together publicly owned
clinical health services as the Health Services Organisation.

o Aclearer system steward role for the Health Directorate on the health and operations of the whole
health system, on non-acute, community, preventive and health promotion components of the system
and on strategic advice to government. In some jurisdictions, this function is known as the Ministry of
Health or the Department of Health.
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3 Nous Group has been engaged to advise on
governance arrangements

The Chief Minister’s Directorate in the ACT engaged the Nous Group to provide advice on:

e How best to establish the governance arrangements for the ACT health system, encompassing two
separate entities, the ACT Health Directorate and a Health Services Organisation (the entity delivering
publicly owned clinical health services).

e Descriptions of the two new administrative units, to provide the basis of a notifiable instrument under
S13(3) of the ACT Public Sector Management Act, 1994 (the Act).®

e The Director-General’'s functions which will be provided for under S19 of the Act, specifically S19(2) (b)
and (c), viz, to manage the business of the administrative unit and any other functions given to the
Director-General by the Minister responsible for the administrative unit or by the head of service.

3.1 There were three phases to our plan to develop advice on
these questions

First, Nous researched the structural and governance arrangements in four other jurisdictions: NSW,
Victoria, Queensland and Tasmania.

Second, we applied first principles thinking to the experiences of those States and in deep discussion with
the Head of the ACT Public Service and the Acting Head of the ACT Health Directorate, seeking advice also
from the ACT Solicitor-General and Under Treasurer.

Third, we consulted key health service groups over the last month.

8 Relevant sections of the Act are extracted at Appendix 2.

Nous Group | New health governance arrangements for the ACT | 26 August 2018 9



4 Comparing across jurisdictions

We turn now to our survey of the high-level system operating in four other jurisdictions.

This review undertook a high-level analysis of the key jurisdictions to inform thinking about options for
the ACT. The key features of these jurisdictions are summarised in Table 2.

Table 2 | Summary of key features of jurisdictions

ACT (current) VIC NSW QLD TAS
Separation
between policy v v v v
and delivery
Uses boards for
LHN or v v v
equivalent
Department
combines Health +/ (though
v .
and Human changing)
services
LHN delivery Local Hospital Health Service Local Health Hospital and Tasmanian
entity is called... ~ Network Districts and Health Service Health Service
Directorate Specialty
Networks

4.1 Victoria

The Victorian health system has the highest levels of devolved governance for healthcare delivery in
Australia. The Victorian system is structured around Health Services, some of which represent a single
hospital or network of hospitals. Each Health Service reports to a board which is appointed by the
Governor-in-Council on recommendation of the Minister for Health. Health Services are at arm’s length
from government, have separate legal status and are not part of the Crown.® Health service delivery
governance arrangements are summarised in Figure 3.

Funding for Health Services is appropriated by the Department and passes to the Health Services through
the commissioning area of the Department. The Secretary has a set of reserve powers, to institute
enquiries on specific issues or issue directives for specific Health Services.

Figure 3 | Victorian health services delivery governance arrangements
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9 Department of Health, The Victorian health services governance handbook (2013).
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4.1.1 Role descriptions

Table 3 provides summary role descriptions of the key systems players in the Victorian health system.

Table 3 | Victorian role descriptions of key systems players

- Victorian Department of
> Health and Human Services
s
e
©
c
S Secretary of the Victorian
% Department of Health and
o Human Services
Health Service Boards
=
(V]
2
o
[a]
Health Service CEO

4.1.2 Department structures

Responsible for developing and delivering policies, programs and services
that support the health, wellbeing and safety of all Victorians.™

Leads the Executive Board and is responsible for setting strategic direction
and management of the department."

Also has a set of reserve powers to order reviews or issue directives for
specific Health Services.

Accountable to the Minister for Health for the service's performance. Each
Health Service board steers its entity on behalf of the Minister and in
accordance with government policy. Board members do not participate in
the day-to-day management of the health service.

Health Service boards:

® govern health services

® develop strategies

® oversees financial and service performance

® respond and adapt to challenges such as population and changing
demographics
* meet regulatory and government policy requirements and standards. '

Appointed by and reports to the board. Responsible for the day-to-day
management of the Health Service.

Victoria has a joint Health and Human Services Department, with eight deputy secretaries reporting to the
Secretary. Figure 4 summarises the executive-level structure of the Department.

Figure 4 | Victorian Department of Health and Human Services executive organisational chart

Secretary

Deputy Secretary

Deputy Secretary Deputy Secretary

Deputy Secretary Regulation, Deputy Secretary Housing, Deputy Secretary Children, Families, Deputy Secretary

Corporate Health Protection
Services and Emergency
Management

Strategy and Infrastructure, Health and (el
Planning Sport and Wellbeing Disability and

Children and
: Families Reform
R 5 Operations

ecreation

Deputy Secretary
Community
Participation,

Health and
Wellbeing

10 Victorian Department of Health and Human Services, Annual report 2016-17, 7.
" Health and Human Services, Our Secretary (9 March 2018). < https://dhhs.vic.gov.au/our-secretary >, accessed 14 May 2018.
12 Health Victoria, About health service boards in Victoria (9 March 2018). < https://www2.health.vic.gov.au/hospitals-and-
health-services/boards-and-governance/about-health-boards>, accessed 14 May 2018.
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4.2 New South Wales

The New South Wales health system provides services through a network of 15 Local Health Districts
(LHDs) and two specialist networks. These are established as individual statutory corporations which are
responsible for managing public hospitals and health institutions within define geographical areas. LHD
board members and chairs are appointed by the Minister. The LHD Chief Executive Officer (CEO) is
appointed by the LHD Board in concurrence with the Secretary of NSW Health." These arrangements are
summarised in Figure 5.

Funding for LHDs is appropriated by the Ministry and passes to the LHDs with oversight from the Chief
Financial Officer and the Deputy Director General responsible for the accountability and performance of
the LHDs. LHD CEOs have an accountability to the Secretary of NSW Health and meet in a first-tier
governance committee with the Secretary and all other LHD CEOs.

Figure 5 | NSW health services delivery governance arrangements

Portfolio Minister:
Minister for Mental
Health, Minister for

Cluster Minister: Accountable = = — &

Minister for Health,
Minister for Medical
Research

Report s
Women, Minister for Regulate =————

Procure i
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Secretary Local Health
NSW Health District Boards

Deputy Secretary
Private providers System Purchasing
and Performance

Local Health
District CEO

13 NSW Health, Corporate Governance and Accountability Compendium (2018), 1.2.4.
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4.2.1 Role descriptions

Table 4 summarises the role descriptions for key systems players in NSW.

Table 4 | NSW role descriptions of key systems players

Policy and strategy

Delivery

NSW Ministry of Health™ The NSW Ministry of Health supports the executive and statutory roles of the

Health Cluster and Portfolio Ministers.

The NSW Ministry of Health also has the role of ‘'system manager’ in relation
to the NSW public health system, which operates more than 230 public
hospitals, as well as providing community health and other public health
services, for the NSW community through a network of local health districts,
specialty networks and non-government affiliated health organisations,
known collectively as NSW Health.

The Ministry of Health guides the development of services and investments in
the NSW public health system to ensure that the health priorities of the
Government's NSW are achieved for the community of NSW.

Secretary, NSW Health™ The Secretary has overall responsibility for the management and oversight of

NSW Health. The Secretary chairs key management meetings for the system
including the NSW Health Senior Executive Forum and the Executive
Leadership Team. The NSW Health Senior Executive Forum brings together
Chief Executives from across the health system, while the Executive Leadership
Team is a smaller group comprising of the NSW Ministry of Health Executive
and Chief Executives from so called “pillar organisations”. Both groups are
critical in considering issues of health system-wide interest, including the
NSW Health budget, development and implementation of health policy and
monitoring of health system performance.

Local Health Districts and Each LHD Board or Specialty Health Network Board is responsible for
Specialty Networks'® establishing and oversighting an effective governance and risk management

framework for the network, setting its strategic directions, ensuring high
standards of professional and ethical conduct are maintained, involving
providers and the community in decisions that affect them, monitoring the
service delivery and financial performance of the network against its targets
and holding the network chief executive accountable for their performance.

4.2.2 NSW Health structures

NSW Ministry of Health is led by a Secretary with five Deputy Secretary-level reports. Figure 6 summarises
the executive-level structure of the Ministry.

Figure 6 | NSW Ministry of Health executive organisational chart

Secretary

Deputy Secretary
Populationand
Public Health

Chief Financial
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14 NSW Health, Our structure (November 2017), <http://www.health.nsw.gov.au/about/nswhealth/Pages/structure.aspx>,

accessed 29 May 2018.

5 NSW Health, Our structure (November 2017), <http://www.health.nsw.gov.au/about/nswhealth/Pages/structure.aspx>,

accessed 29 May 2018.

6 NSW Health, About local health district and specialty network boards (January 2017),
<http://www.health.nsw.gov.au/lhd/boards/Pages/about-lhd-boards.aspx>, accessed 29 May 2018.
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4.3 Queensland

Public health services in Queensland are provided through 16 Hospital and Health Services (HHS). These
are statutory bodies, each governed by a Hospital and Health Board. Some public health services are also
provided by private providers."”

The overall management of the public healthcare system is the responsibility of the Department of Health,
through the Director-General. HHSs are responsible for the delivery of health services in their local area.
The Department is responsible for purchasing services and ensuring the needs of the broader population
are met, while the HHSs are responsible for local service delivery.' Figure 7 provides an overview of health
services delivery governance arrangements. HHS funding is appropriated by Queensland Health and then
allocated to HHSs.

Figure 7 | Queensland health services delivery governance arrangements
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4.3.1 Role descriptions

Table 5 provides a provides summary role descriptions of the key systems players in the Queensland
health system.

7 Queensland Health, Queensland Health organisational structure (15 December 2017), <

https://www.health.gld.gov.au/system-governance/health-system/managing/org-structure >, accessed 29 May 2018
'8 Queensland Health, Handbook for Queensland Hospital and Health Board Members (2016), 6.
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Table 5 | Role descriptions of key players

Policy and strategy

Delivery

Queensland Department of
Health

Director-General

Hospital and Health Boards
(HHB)

Hospital and Health Service
(HHS) CEO

The Department of Health's role includes, but is not limited to:

® Providing strategic leadership and direction for health through the
development of policies, legislation and regulations

® Developing state-wide plans for health services, workforce and major
capital investment

® Managing major capital works for public sector health service facilities

® Purchasing health services

¢ Supporting and monitoring the quality of health service delivery

® Delivering specialised health services, providing ambulance, health

information and communication technology and state-wide health support
services."?

The HHB Act outlines the functions and powers of the system manager with
overall system management responsibility resting with the Department. This
responsibility is discharged through the Director-General. The Department, as
system manager, is responsible for sole management of the relationship with
HHSs to ensure a single-point of accountability in the state for public hospital
performance, performance management and planning.

Responsible for providing strategic direction and leadership and ensuring
HHS compliance with standards and legal requirements. HHBs have
responsibility for decision making relating to:

® the structure of their organisation

® how services are delivered in their local area

® providing performance data to the department

¢ establishing systems which support monitoring of performance

® entering into a service agreement with the Director-General.2

Accountable for ensuring patient safety through the effective executive
leadership and management of all hospital and health services, as well as any
applicable support functions located within their HHS.

Typical key accountabilities include:

® supporting the HHB in developing and implementing a vision and strategy
for the HHS and ensuring this is aligned to the Minister’s letter outlining
delivery priorities

® establishing and leading a high quality executive team responsible for
providing leadership and direction for all of the HHS's facilities and
ensuring the delivery of effective, efficient and economical healthcare

® ensuring ongoing development of the organisation and promoting a
culture of learning, innovation, research and development

® ensuring a strong culture of, and commitment to, safety and quality across
the HHS to underpin health service delivery

® ensuring risk, compliance and governance frameworks operate effectively
across the HHS

® providing strategic advice to the HHB to enhance decision making

® ensuring resources are planned, allocated and evaluated to meet service
agreement requirements

® establishing a workforce vision, strategies and plans that reflect the
workforce needs of the HHS
® ensuring clinicians, consumers and the community are involved in health

service planning and evaluation through the implementation of robust
engagement strategies.

9 Queensland Department of Health, Department of Health Annual Report 2016-17, 9.
20 Queensland Health, Handbook for Queensland Hospital and Health Board members (2016), 12.
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4.3.2 Department structures

The Queensland Department of Health is led by a Director-General. Beneath the Director-General are nine
direct reports. Figure 8 summarises the Department’s executive-level structure.

Figure 8 | Queensland Department of Health executive organisational chart
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4.4 Tasmania

Tasmanian health services governance has undergone significant changes in recent years. As part of the
One Health System reform program, in 2015 Tasmania consolidated its three Health Organisations (LHN-
equivalent) into the Tasmanian Health Service (THS). Until recently, the THS was guided by a Governing
Council which is appointed by the Minister for Health. Funding for THS is appropriated by the Department
and passes to the THS through the Department.

In the last month, Tasmania has legislated to remove the Governing Council. THS continues as a separate
organisation under legislation. Although the details of arrangements are still being finalised, there remains
a separation between system stewardship and service operations, albeit that the head of the THS is now
responsible to the Secretary of the Department rather than a Board for the performance of the THS.

Figure 9 | Tasmanian health services delivery governance arrangements
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4.41 Role descriptions

Table 6 | Tasmanian role descriptions of key systems players, as we understand them at this point of
development. This is a recent and still evolving reform.

Tasmanian Department The Department has an important role as a steward and strategic
partner in health services delivery as system manager. The roles and
responsibilities of system management stretch across operational and
departmental groups.

System management's key elements include:

® describing and enacting the strategic direction of the health services
systems

® monitoring and oversight of the health services systems

® planning and purchasing of services

® continuous improvement in the quality of care and service provision
® performance management of service providers

® intergovernmental relations

contract management

® industrial relations, and

Policy and strategy

® planning and purchasing of capital resources.?'

Secretary The core elements of the Secretary role are:
® principal portfolio adviser to their Ministers, Premier and the
Government
¢ Agency head

® the custodian of an apolitical public service and the integrity of
interactions between the Agency and implementation of policy and
the political process and

® leading and managing Commonwealth/State issues within the
portfolio.

Tasmanian Health Service  The THS Executive is responsible for the administration and
management of the THS.?2 The Executive is appointed by and
responsible to the Secretary of the Department.

Executive

Delivery

4.4.2 Department structures

The Tasmanian Department did comprise six Groups reporting to the Secretary. These too are changing
however, as human service functions are being relocated within the Administrative arrangements of the
Tasmanian government.

2 Department of Health and Human Services, Annual Report 2016-17, 12.
22 Tasmanian Health Service Bill 2018 (Tas), clause 27.
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5 Our advice

5.1 High level governance model

At the highest level, the diagram below outlines the governance relationship between the ACT Health
Directorate and the Health Services Organisation.

Figure 10 | Model’s Governance Relationships
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Key features of the model are as follows. These will be reflected in the roles and functions prescribed for
the heads of the two entities by the Health Minister and in a protocol between them. This protocol will
need to be negotiated to the satisfaction of both Ministers and the Head of Service.

The head of the ACT Health Directorate should be known as the Director-General and the head of the
Health Services Organisation should be known as its CEO.

The ACT Health Directorate will be the principal source of policy advice to the Ministers and the
Ministers will issue decisions through the Director-General of the Directorate.

The advice provided by the CEO of the Health Services Organisation to Ministers will relate to the
performance of their Health Service. Advice from the Health Services Organisation CEO will be a key
part of the material on which the Director-General will provide policy advice to the Ministers.

On the interaction of policy advice and operation of the publicly owned clinical service system, the
heads of both new organisations will work together to provide coherent advice to ministers.

The CEO of the Health Services Organisation will be accountable for health service effectiveness,
efficiency, quality and safety.

The Health Services Organisation will receive their funding through the ACT Health Directorate, as do
other health service providers, but the amount will be transparent and decided by government, on
advice from the Director-General of the ACT Health Directorate.

The CEO of the Health Services Organisation will provide policy and budget proposals to the Director-
General. In the Budget process each year all bids will be provided to the Ministers, within the overall
portfolio budget bid, with advice regarding priorities and provisions from the Director-General of the
ACT Health Directorate.

Funding to the Health Services Organisation will be provided via the ACT Health Directorate but will
be transparent as a separate appropriation, being a specified appropriation provided via the
Directorate.
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e The Director-General will raise concerns regarding performance first with the CEO of the Health
Services Organisation. If concerns persist the Director-General will have the responsibility, following
consultation with the CEO, to provide advice with recommended actions, regarding health
performance issues (such as clinical standards) to the Minister, or regarding personnel or financial
management issues to the ACT Head of Service (as the employer of both the Director-General and the
CEO).

5.2 High level functional overview

Nous Group undertook high level design discussions re the functions of both the ACT Health Directorate
and those of the new Health Services Organisation.

5.2.1 System stewardship functions

There are many players in the operation of the health system overall, some publicly owned by the ACT
Government, some funded through ACT Health and some important players nonetheless. All are in fact
connected to each other, sharing staff, patients and an interest in the health and health challenges of the
ACT community.

Figure 11 | ACT Health — System Stewardship
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The ACT Health Directorate has two kinds of lever indicated by the two-coloured lines.

The green lines indicate a set of relationships with all service providers that the ACT Health Directorate
fund. These are bilateral relationships governed by Service Level Agreements. To deliver on this function
the ACT Health Directorate will need exceptional analytic, health data and health system performance
intelligence. This function will also need exceptional relationship management skills

The lines show the importance of leading clinicians, health professionals and other staff and
stakeholders associated with services, in the formulation of policy and strategy for the ACT health system.
The connection point in to the Directorate for this line is through the policy and strategy function, which
supports the role of the ACT Health Directorate as the primary source of advice to ministers.

The relationships are wider than just funded services and their people and are multilateral, not bilateral.
The function of the ACT Health Directorate is significantly a convenorship role here, drawing on expertise
and perspectives across the health sector in the ACT in the formulation of advice.

There will also be several key whole of system governance committees that will be essential to make the
system work overall. These fora will be needed to ensure a high level of whole of system strategy and
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coordination which cannot be delivered by fiat from the ACT Health Directorate. Leaders from across

services and advocates for patients, the community and the professions need to be able to work together
to develop and gain a sense of ownership of these areas. Examples include:
L]

Service coordination across government and non-government providers, especially for patients with

chronic conditions, probably co-convened by the Chief Medical Officer in the Directorate and the CEO
of the Health Services Organisation.

Clinical workforce planning, across all sectors, including public, private and non-government.

Public health leadership network, including relevant clinical, community and research expertise, and to
support public health emergency management.

Standards, quality, accreditation of ACT services, with an emphasis on supporting clinician led quality
processes and transparency re progress, risks, mitigations and accountabilities.

Research and evidence, proactively engaging clinical leaders, the research community, advocacy
groups and policy leads across the ACT Health Directorate.

IT & systems, with a clear emphasis on supporting both service operations and data capture to
support strategic planning and accountability.

Capital and Infrastructure program planning.

5.2.2 Functional separation of the ACT Health Directorate and the Health
Services Organisation

This diagram depicts the functions of the Health Directorate and the new Health Services Organisation. This
is not a proposed structure for either. It is a diagram representing the key functional responsibilities.

Figure 12 | Functions - ACT Health Directorate & Health Services Organisation
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The CEO of the Health Services Organisation will have greater capacity, authority and accountability to

administer the publicly owned clinical health services, including direct responsibility for ancillary and
corporate service support necessary to efficiently and effectively run the services.

The ACT Health Directorate will need functions with similar titles and overlapping skillsets but focused on
complementary levels of work — financial management skills to run and plan for a hospital or community
health services versus strategic finance for the Directorate and system overall. Similarly, analysis and action

on quality and safety issues in the health services versus system as a whole work on performance analysis
and governance of quality and safety.
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This will require the separation of existing units within the ACT Health Directorate.

We turn now to more detailed analysis of each of the two new organisations and their heads in detail.

5.3 ACT Health Directorate

An overview of the functions and responsibilities of the ACT Health Directorate is provided below. The
functions relate both to the parts of the health system directly funded by the ACT government and those
funded from other sources. It also relates both to the parts of the health system owned by the ACT
Government and those owned by private for profit and private not for profit organisations. The ACT Health
Directorate has a system steward role for the ACT health system, as a whole.

Specific responsibilities of the ACT Health Directorate include:
Policy and Strategy

« Prepare, coordinate and, subject to clearance arrangements, provide policy advice to Ministers, on
both portfolio specific and Territory wide policy questions

« Managing the relationship with COAG Health Ministers, the Commonwealth Health Department and
other state and territory jurisdictions, especially NSW.

o Gathering evidence and supporting relevant research and relationship with health research functions
at ACT based and other research institutes. Managing the relationships with the Australian National
University, the University of Canberra and the Australian Catholic University.

« Developing plans for specific health needs in the ACT, including seconding experts from across health
service providers, researchers and community members.

o Developing expert led plans and strategies for the development of population health in the ACT and
the prevention of disease. Health promotion is aligned with the Chief Health Officer and the health
protection function in several other jurisdictions, e.g. NSW, WA and Queensland. The inclination in the
ACT at present is to align health promotion with the policy and strategy function, which is an option
pursued in other jurisdictions. Our advice is to ensure, if this course is taken, that preventive health
and health promotion is run by qualified public health personnel, probably a public health physician,
as it is a technical not a generic area of policy.

e Modelling demand for, and supply of health services.

o Leading workforce and clinical training strategy, including relationships with the three universities, the
Canberra Institute of Technology (CIT) and other training providers.

Funding and monitoring health service outcomes
e Developing and administering:

e the commissioning system through which ACT health services receive funding from the ACT
government

o key performance indicators, targets and data systems to support these and thus the key function
of performance monitoring of all funded health services

o strategies for assuring / assessing / analysing / gaining insights re performance and quality data
across the ACT health system.

Health professional/specialist leadership

o Chief Medical, Psychiatrist, Nursing & Midwifery and Allied Health leadership across the ACT health
system.

e Chief Health Officer functions:
e health aspects of emergency management, especially those related to public health legislation

e health protection — communicable disease prevention and management, environmental health
and food borne disease
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e public health regulation
o Coordinator General, Office for Mental Health and Wellbeing
Corporate services functions
Undertake corporate service functions to support the Directorate including:

« liaison with corporate areas of publicly owned health service providers to ensure accurate public
accounts

e and likely capital & infrastructure program.

ACT Health Directorate - Director-General

The head of the ACT Health Directorate will be known as the Director-General of the ACT Health
Directorate. He or she will be responsible for the administration of the purposes, functions and offices of
the ACT Health Directorate, including administration of health legislation, and in addition, shall:

e Provide policy advice to Ministers under Administrative Arrangement Orders and legislative
arrangements and be responsible for implementation of policy decisions.

e Be accountable for all other directions and responsibilities as per S19 of the PSM Act.

5.4 The Health Services Organisation

The purpose of Health Services Organisation is to provide high quality, efficient and effective clinical
health services to residents and visitors to the ACT and to patients transferred to its care.

The scope of health services included in this administrative unit are health services owned by the ACT
government.

Specific responsibilities of the Health Services Organisation include administration of the following ACT
owned health services:

e The Canberra Hospital

e ACT Community Health

e Mental Health

e Justice Health

e University of Canberra Rehabilitation Hospital.

For each of these services the Health Services Organisation is responsible for:

« Efficient and effective administration of the services, including resource usage, personnel
management, clinical standards, safety and quality issues.

e Negotiating a Service Level Agreement with the Directorate and reporting on resource usage,
performance outcomes and KPIs under that Agreement to the Directorate.

« Administration of all essential health service support services.

o Data collection and analysis to support efficient and effective service planning, operations and
reporting to the Directorate.

o Workforce planning and management, including relationship with health training providers in the ACT
and beyond including the three universities, the Canberra Institute of Technology (CIT) and other
training providers.

o Implementation of quality systems and reporting on quality to the Directorate.

o Contributing expert leadership, largely via secondments and part time commitments of clinical leaders
and experts to specific health issues and plans in the Directorate.
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Health Services Organisation CEO

The head of the new Administrative unit will be known as the Chief Executive Officer of Health Services
Organisation. He or she will be responsible for the administration of the purposes, functions and offices of
the unit, and in addition, shall:

o Executing operational powers to deliver the service as provided through legislation and administrative
arrangements.

e Provide advice on all matters pertaining to performance of Health Services Organisation to the
Director-General of the ACT Health Directorate and the Ministers, including working with the Director-
General to provide coherent advice to Ministers on the interaction of policy issues and performance.

e Actively contribute to whole of system service coordination, including providing clinical experts to
contribute to and lead specific health planning exercises.

e Be accountable for all other directions and responsibilities as per S19 of the Act.

o Be available to support the Director-General and ACT Health Directorate on policy and financing
interactions with other jurisdictions, especially NSW and the Commonwealth.

5.5 Capability issues

In addition to roles, functions and relationships, there are a number of capabilities that need to be
buttressed as discussed below.

5.5.1 The relational capability of the key personnel in the new
arrangements

The Director-General of the ACT Health Directorate and the CEO of the Health Services Organisation will
need executive experience, health knowledge (or ready access to expert advice), strategic and
management skills. As important will be proven and top-level relationship, communication and
collaboration skills. In a very real way their agencies and their individual destinies are inextricably linked.

As they administer their own specific functions, which will not always immediately align, it is crucial that
each also has a clear and constructive relationship with the other. Both will need to have a strong
commitment to effective relationships and collegial problem solving across the leadership of all parts of
the health sector.

Where perspectives on policy and performance issues cannot be resolved, the Director-General and the
CEO can involve the Head of Service, rather than relying solely on ministers.

Almost as important will be the relationship skills of key staff in the Service Outcomes function in the ACT
Health Directorate, as they anchor the commissioning relationship not just with the Health Services
Organisation but with all the service sectors.

5.5.2 Skills and frameworks for relational model of commissioning

The ACT tried and moved away from a purchaser-provider model of administering health services. The
Government is not pursuing that model.

In other health systems where government has separated policy functions from provision functions,
considerable thought has focussed on how to design the transaction between those two functions. This is
to avoid the pitfalls of simplistic purchaser-provider models and to maximise system stewardship
outcomes.

Consultations undertaken in this engagement highlighted the importance of, and need for, sophisticated
strategies to promote a better “network effect”, bringing health service providers across sectors and across
the ACT together to focus on best patient care experience and most efficient care provision.

There are a number of reasons to separate policy and public sector delivery. In part because conflicts of
interest between publicly owned and other service sectors are hard to manage without some separation.
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But avoiding conflicts is not enough. Systems are needed that share risk and reward for collaborative
behavior.?®

Several useful articles can be found, for example on the Kings Fund website, reflecting serious effort on
this challenge across the western world. The rough line of thought starts with the observation that the
biggest challenges in the health system involve chronic conditions, especially when they overlap with
social disadvantage — e.g. in mental health. We need providers to cooperate as much as to compete and
to work across program siloes.

To avoid the pitfalls seen in other jurisdictions and apparently in the past in the ACT, the Service Outcomes
function of the ACT Health Directorate needs to be tasked to aim for the most sophisticated models,
which will reward risk and reward sharing and collaboration among different sectors and health service
providers.

5.5.3 Capacity in the Health Services organisation

One of the ACT Government's key objectives in making this change is to give the Health Services
Organisation sufficient capacity, and its CEO sufficient authority, to be able efficiently and effectively to
administer its services.

There are currently a number of services and staff supporting the publicly owned services that are located
in the current ACT Health Directorate. These are distinct from the high-level analysis capability needed to
perform the Directorate’s Service Outcomes function. They are also deeply informed by health service
delivery knowledge but are focussed and aligned to support the granular operational finance, IT and HR
requirements of health service delivery.

The Service Outcomes function in the ACT Health Directorate will need strong data analytics and financial
analysis capability, staffed by people with strong background in health system financing. They will not do
the same cost accounting that staff needed in the Health Services Organisation (or indeed other health
service providers) will need. There will be people with similar qualifications and skills sets across both
organisations, whose work is actually deeply complementary.

There are also essential support services, an example of which are sterilisation services, which report not to
the current DDG of the Hospital and Health Service but to Corporate Services in the Directorate. A
realignment of all such functions is essential to this new arrangement working.

5.5.4 Health professional knowledge to drive clinical governance and
policy development

It is essential that health knowledge based in clinical, population health and research drive many aspects
of thinking, planning and policy development across the health system in the ACT.

Options include secondments to, and part time work in, the ACT Health Directorate for leaders from the
Health Services Organisation and other health providers. There is a facilitating role here for the chief
professional officers: medical, public health (CHO), nursing and midwifery and allied health. Part of their
mandate must be to draw in, and reach out to clinical, population health and research leaders across the
system.

There are also functions in the ACT Health Directorate, including the health protection functions clustered
around the Chief Health Officer and the preventive and health promotion strategies which also need
public health technical leadership.

Chief professional leads (medical, nursing and midwifery, allied health and public health) also need to be
included in top table discussions where professional knowledge and advocacy of the various professions
viewpoints need to be heard.

23 https://www.kingsfund.org.uk/sites/default/files/media/linda-hutchinson-alliance-contracting-
27.03.14 0.pdf https://www.kingsfund.org.uk/publications/commissioning-contracting-integrated-care/summary
http://www.who.int/contracting/events/Synthesis EN WEB.pdf
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5.5.5 A voice for communities and consumers

In larger jurisdictions, which have chosen to create Boards for their LHNs, Boards offer a voice for
stakeholders who health services are not traditionally good at listening to.

There are good reasons why smaller jurisdictions have tended not to use Boards, as explained earlier in
this report.

Nonetheless all health systems need greater involvement of consumers and communities providing
feedback to health providers and to the system stewards — the ACT Health Directorate. The ACT Health
Directorate’s website currently profiles ways for consumers to be empowered in relation to their care
(including self-responsibility messages and feedback sites).?*

One option would be to create a consumer and communities engagement committee, to develop some of
the same system capability. This was a consistent theme in consultations also, with the best option
probably bringing together the Director-General, with CEOs of health services across the different sectors
and voices of patients and communities in the ACT.

5.5.6 Capability building, transition planning and change management

In the consultations undertaken for the project, both internal and external stakeholders stressed the need
for capability development, across many areas. Consultations covered in some detail specific components
of the various functions which will need to be separated to ensure both the Health Directorate and the
Health Services Organisation are able to do their jobs. In some areas, this involves an apparent duplication,
for example, of finance, HR or data analyst staff. However, these functions are often specific and different,
in fact deeply complementary. A detailed note of consultation outcomes is at Appendix C.

The point people made is that capability rebuilding needs are significant and will take time, even before
some new skills can be developed to meet the more demanding arrangements being put in place. For
example, greater use of financial and activity data will require people with health service experience in the
Health Services Organisation and with sophisticated analytic capability in the Service Outcomes function in
the ACT Health Directorate.

It is, therefore, vitally important that:

o Expectations are clear regarding what exactly will be achieved in transition to the new arrangements
by 1 October and what will be the focus of further implementation, probably over a number of years.

e There are specific plans and accountabilities for the development and implementation of these
development plans.

e Specific issues impacting on business as usual are identified and addressed. An issue raised in
consultations was the lead time on any variations to NGO service contracts due for renewal in July
2019, which given lead times, require negotiation to start soon. Another was the management of
supplier contract to essential corporate services, which need not to be disrupted through the
transition.

There are in place, of course, transition and change management plans, which are the responsibility of the
Transition Team. These plans will be further developed as a result of our consultations.

It is also mission critical to be explicit in requiring demonstrated leadership from all managers and leaders,
both individually and collectively across ACT Health, to support the change agenda.

24 http://health.act.gov.au/public-information/consumers/consumer-involvement
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ACT Health System interaction with
NSW regional community

Currently, ACT Health provides services for a catchment of approximately 400,000 people in the ACT and a
total catchment twice that from the surrounding Southern NSW area. This includes the Southern NSW
Local Health District LGAs as defined by NSW Health (Bega Valley, Bombala, Cooma-Monaro, Eurobodalla,
Goulburn, Mulwaree, Palerang, Queanbeyan, Snowy River, Upper Lachlan Shire, Yass Valley).

Total ACT admitted activity by regional grouping

Region Grouping Separations % Separations
ACT 90,563 84%
SNSWLHD 13,816 13%

NSW other 3,036 3%

Other 1,002 1%

Grand Total 108,417 100%

In 2017 ACT Health commissioned specialist health economics firm Paxton Partners to review the current
mix and level of services provided to NSW patients. Their report highlighted:

e Over 90% of SNSW activity is acute admitted activity.

e 92% of patients from Southern NSW were treated at the Canberra Hospital consistent with the
hospital's tertiary service profile.

e The majority of Southern NSW admissions (62%) were unplanned or emergency admissions.

o Patients from Southern NSW on average stayed longer than patients from the ACT, which is largely
due to the higher acuity of the Southern NSW patients as well as delays experienced in patient
retrieval by the NSW Ambulance Service who must prioritise urgent cases.

Additionally the Paxton report noted that:

e At any given time approximately 35% of medical oncology, haematology and radiation oncology
inpatients at the Canberra Hospital are residents to Southern NSW.

e Over the past 3 years, Southern NSW residents have accounted for 31% of total occasions of service at
the Canberra Region Cancer Centre.

e NSW client admissions to the Canberra Hospital paediatric ward average 30-40% of total admissions
and have increased over the last 4 years.

The majority of cross-border referrals are from Queanbeyan (35%) and Bega Valley (23%) residents.
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Public Sector Management Act 1994

13 Administrative units
(1) The Chief Minister may establish administrative units.
(2) An administrative unit is made up of the offices within the administrative unit.
(3) Aninstrument under subsection (1) is a notifiable instrument.

Note A notifiable instrument must be notified under the Legislation Act.

19 Directors-general functions
(1) Adirector-general is—
(a) responsible for leadership of an administrative unit and leadership in the service; and
(b) answerable to the Minister responsible for the administrative unit and to the head of service.
Note A director-general is engaged by the head of service under section 31 (2).
(2) A director-general has the following functions in relation to the director-general’s administrative unit:

(a) to provide advice and reports to the Minister responsible for the administrative unit and the head of
service on matters relating to the administrative unit;

(b) to manage the business of the administrative unit;
(c) any other function given to the director-general—
(i) by the Minister responsible for the administrative unit; or
(ii) by the head of service; or
(iii) under this Act or another territory law;

(d) to exercise a function mentioned in paragraphs (a) to (c) taking into account the responsibilities of the
government as a whole, including by collaborating with other directors-general.

Note 1  Function includes authority, duty and power (see Legislation Act, dict, pt 1).

Note2 A provision of a law that gives an entity (including a person) a function also gives the entity
powers necessary and convenient to exercise the function (see Legislation Act, s 196 and
dict, pt 1, def entity).

(3) Adirector-general has the following leadership functions:

(a) to provide advice to the head of service about the development and coordination of whole-of-
government strategies;

(b) tolead the implementation of whole-of-government strategies;
(c) toimplement, at the direction of the head of service—

(i) strategies for the administration of the service; and

(ii) responses to critical or potentially critical issues;

(d) to work efficiently, effectively and constructively with other directors-general to ensure a whole-of-
government focus and promote cooperation and collegiality within and between administrative
units;

(e) to promote and uphold in the service the public sector values, the public sector principles and the
conduct required of a public servant, including by personal example;

(f) any other function given to the director-general by—
(i) the Minister responsible for the administrative unit; or

(ii) the head of service.
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Consultation Report

Following documentary review, in depth interviews and discussions with ACT public service leaders, Nous
Group Principal Robert Griew conducted a series of consultations, in collaboration with the Head of the
Transformation Unit in the ACT Health Directorate, Catherina O’Leary. These consultations included staff,
managers, clinical leaders and other stakeholders. Participants were offered a two page summary of the
Interim Report submitted by Nous Group.

Consultations covered, without being limited to, the following questions:

1. What are the strengths and risks in the new arrangement, in general and for the part of the system
you work in or relate to?

2. Does the possible title Canberra and Region Health Services work for the new publicly owned health
services organisation?

3. Do the relationships described in the diagrams above effectively describe optimal arrangements?

4.  What are some of the opportunities we need to take to keep improving performance, for example, in
terms of the functions put together in the new arrangements and in terms of communication?

5. What are the most important skills and capabilities for the Directorate and Health Services
Organisation to acquire, develop further or refine to make the new arrangements work?

Who we consulted:

e Senior leaders in clinical, policy and administrative streams

e Two large staff fora, including Health Directorate and Hospital and Health Services staff
o Staff unions

e Medical colleges

« Representatives of the non-government sector, including service providers, advocacy and peak bodies
from within the health sector and across other sectors.

1. General comment on decision to separate:

In several of the consultations there was some initial questioning of the rationale for the separation of a
strategy and stewardship role for the Health Directorate from a government owned health services
provider organisation. In all the consultations, though probably not for all individuals within them, this
dissipated with some discussion.

The Interim paper explained the change in terms of the increase in size and complexity of the ACT Health
system and the fact that all other jurisdictions have some form of an operational / system steward split. By
itself, this did not convince people in the consultations. However, when they reflected on their own
analysis of problems ACT Health has been confronting most could see a case for the change. IE most
could see how, properly implemented, a separation of the Directorate from a Health Service could address
their own pressing concerns.

This suggests that it is important in dealings (especially with staff) to explain more concretely the gains
from focussed attention on the two roles. Examples of the current challenges raised include the following.
It is worth noting, this was not in answer to question being asked. People volunteered their own critique
and analysis of current performance.

e The CEO, plus Executive Group, responsible for the Health Service function needs to have direct
responsibility for a range of corporate elements essential to running health services. Examples of
services they do not currently have sufficiently within their services include quality and safety, clinical
governance, core facility services (such as sterilisation services), the components of HR & Finance
services core to service operations.

e The policy, strategy, commissioning function, especially a whole of government and whole of Territory
Health perspective has not, in the view of several people we consulted, been functioning optimally.
Staff and managers who should be focussing on this have been overly drawn into issues in one part of
the publicly owned health service, the Hospital. National priorities, such as participation in AHMAC
committees, needs more focussed intellectual concentration.
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Participants could see a significant gain in a stronger focus on whole of government issues, including
for example dealing with the “social determinants of health”, for example, in collaboration with the
Education & Housing Directorates or with all the other agencies engaged in key cross cutting areas,
such as children at risk.

Several people criticised what they believe has been an ineffective accretion of functions, resources
and senior positions to the centre, not always matched by either the sophistication or stability of staff
in those areas to provide a stable and clear direction for the system, especially operational areas.

Participants also raised a number of specific questions about the general question of the change. These
included the following.

The Board question: There was general agreement that it is not realistic to have Boards in small
jurisdiction. Nonetheless, this potentially denies the ACT the benefit of a patient, community and
advocacy voice in health governance. There was discussion of options across the consultations.
Models for consumer, community and advocacy voice could include:

e Some form of community advisory committee for the new health service;
e Some form of community advisory committee for the ACT Health system as a whole; or

e A quasi-governance mechanism, with senior whole of government members (e.g. DDGs from
Treasury or Community Services, as well as community members).

Our advice on these options would be that the two organisations already sit within a defined public
sector governance framework so a shadow Board with other senior public servants on it could be quite
problematic. It is also hard to see how a community advisory body specifically for the Health Service
organisation does not end up as a quasi-Board, at least in the public eye.

There could, however, be some significant gain from a forum, probably convened by the Director-
General of the Directorate, with CEOs from health service providers (including the new public one)
meeting with community, advocacy and patient representatives.

There is also a related, important point in this area, which is to acknowledge, better than the two-page
summary of our Interim Report did, the diversity of roles of NGOs, including clinical service provision,
advocacy (both as a service for individuals and on a systemic level) and as peak voices for particular
sectors. The NGO sector is not reducible to service provision.

Creation of a network across public, private and non-government services: There was confusion on the
part of some staff as to why other sector health services are not included in the new Health Service
provider, alongside the publicly owned service providers? This was related by some to the fact that
some services provided by the Little Company of Mary (LCM) and NGOs are designated public
services. It also arose from staff who have been aware of tense relationships over years between the
Directorate, public services and the LCM.

One answer to this question is straightforward. It is not sound public administration to have the
publicly owned beneficiary of government funding controlling funding to non-government
competitors.

While this answer is accepted by almost all who raise this question, there is, however, an underlying
concern. This is the need for an improved network effect across all services, with patient journey,
convenience and system efficiency being central to the functioning of this network.

The point was made that the most cost-effective solutions and best patient journeys are often across
the public-private divide and are currently lost due to poor relationship. The change proposed can
help address that but only with deliberate effort to create a network effect. This will require:

o Leadership from the Director-General of the ACT Health Directorate, the CEO of the publicly
owned health services and other health service leaders,

e Probably some cross-cutting governance mechanism, likely convened by the Chief Medical Officer
in concert with senior clinicians across all sectors, plus CEOs of the various health services and

e Very sophisticated commissioning strategies, which reward risk sharing, patient centred
coordination and pursuit of system efficiency (not just individual service cost control).
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o The name of the new publicly owned health service: We were asked to test the possible name for the
publicly owned health service, Canberra and Region Health Services. No one supported the inclusion
of the term “Region” in the name. This is because people are very worried about setting up some
expectation that the ACT health system can guarantee, or is responsible, for what happens in Southern
NSW. The most interesting conversation provoked was a group of senior clinical leaders asking if it
could be possible for the ACT Government to open a dialogue with the NSW Government regarding
better collaboration and common policies and protocols across the common catchment area.

o Notwithstanding this, the weight of opinion is toward either keeping the Canberra Hospital and Health
Service name or some slight revision, perhaps to acknowledge more centrally the importance of
community health. There are some who feel the Hospital and Health Service name implies invisibility
for community health. It is likely it is not just the name that evokes this reaction but wider historical
issues.

« In finalising this Report, therefore, we have used Health Services Organisation as the descriptor
publicly owned health services to avoid pre-empting the choice of a name.

o The Commissioning role: All who raised it agreed that funding should flow to the Health Service
through the ministry function and that there should be a strong and high functioning commissioning
function to run this aspect of the relationship with all service providers — public, private and NGO.

e This will require entirely new level of skill and different approach in the Health Directorate. From
different perspectives, stakeholders wanted to be assured that the commissioning role cannot just be
a “crude purchaser-provider” function. Sophisticated, health evidenced, analytics are required, as well
as top level relational capability.

e There is support for a focus on risk sharing and whole of system efficiency being built into
performance incentives for all service providers, given comments raised above about the importance
of creating a stronger network effect across all health service providers in the ACT.

e There is concern from the NGOs and policy staff that policy areas, who have traditionally been the go-
to and anchor for sectoral organisations, not being side-lined in the new organisational structure.
Success will look like a three-way relationship, between service providers, with both the relevant policy
areas and the commissioning part of the new Directorate.

e To distinguish the commissioning relationships from the policy input and advising relationships, the
second diagram in the two-page discussion starter paper used a solid line to denote the
commissioning relationships and a dotted line to denote the advisory ones. NGOs accepted the
distinction but were keen to make the point that the two kinds of relationship are equally important. |
will make the lines different, solid colours in the final version.

Relationship with Government: There was frank conversation about the need to be clear who is the
policy advising voice to government, i.e. to avoid both the Health Service organisation and the Health
Directorate providing competing advice to ministers. In general people (on both sides of the intended
split) were comfortable with the formula outlined in the Interim Report, i.e. that advice from the Health
Service organisation will be information and analysis, largely related to performance; and that advice
from the Health Directorate will include policy advice.

« Staff and managers pointed out how government can assist in keeping this arrangement workable, by
directing service questions through the Health Directorate and policy questions to the Health
Directorate. There was support for some Protocol, agreement or other codification of such an
arrangement.

« Asone senior clinical manager put it, “It is operational performance that will get all of the scrutiny and
questions potentially flowing to the CEOs office but the resources to answer those questions will be
sitting with the DGs office, probably rightly.”

2. Functional separation issues:

Notwithstanding the support for the overall direction, stakeholders raised several questions regarding the
alignment of specific functions and the complexity of separating others. Some of these questions flow out
of dissatisfactions with current arrangements. Some raised the inevitable choice points that confront
implementation.
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The following points were raised. We should note that we are not in a position to judge if all the points are
accurate, but they are recorded because of the strength with which views were put.

« Some functions are in the wrong place:

« Facilities and services — there are a whole series of services that need to move as soon as possible.
Examples cited include management of sterilising resources, linen, food services, security, cleaning.

e Clinical governance and quality management in the government health services, which needs to
be run by clinicians in those services, albeit reporting progress and results to a Health Directorate
overview function.

e Some functions are underdeveloped:

e One of the functions that has not worked as well as it could (possibly because the relevant officers
are distracted in the operational) is bringing together education, research and the evidence focus
needed for contemporary health policy making.

« Some functions have been overdone:

o There was quite strong criticism that there has been significant investment in system innovation,
from which those who commented had not seen a sufficient return on investment. Participants
acknowledged that a high degree of staff turnover and organisational change had not been
conducive to this endeavour.

« Some functions are unhelpfully intertwined:

o Chief (medical, nursing and allied health) roles are currently mixed with administrative operational
leads in the Hospital. This is unusual when compared to other jurisdictions and puts unrealistic
pressure on individuals to operate in intense day to day operational pressure environments while
simultaneously providing leadership on a higher strategic level. These roles need to be separated.

The dimension of functional alignment that is causing the most anxiety (and which, therefore, caused the
most discussion, was the degree of difficulty in separating interrelated functions for the two new
organisations. There are a few, subtly different, cases here.

- Corporate functions:

o Plenty of participants complain that the current integrated “corporate” service units are often caught a
bit between functions, without necessarily having the capabilities to serve either operational or
strategic roles properly.

o They make the point that teams that have the same name in the corporate office and in a clinical
service setting serve different purposes. e.g. Finance in the Directorate is about funding, longer term
projection modelling, broad allocation of resources to service providers. Finance in a Health Service is
about running the business and managing to the horizon, in terms both of demand and driving
ongoing operational efficiencies.

« Nonetheless, they are worried about increased non-clinical cost, if efficiencies of scale are lost in
creating fit for purpose finance, HR, IT, comms and data functions in both new organisations. People
are also concerned at the number and capability of corporate staff to divide and assign to new and
more distinct roles.

e Other areas captured in this category include:
o Strategic data vs Operational data
e Strategic HR and workforce planning vs operational HR and workforce planning
e Internal communications

e IT services is similar but was singled out by some because they feel significant investment in service
improvement is starting to show results. “This is an area of service delivery that has improved over the
past two years.”

« Similarly, people identified that a centralised data holding is an end goal, using operational source
data but interrogated from both operational and strategic exerts.
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e In both, the message is to embed clinical leaders and managers in design, development and project
governance, while also building for whole of system functionality. The strategic functions belong to
the Health Directorate but success requires embedding much of the development work in the service
delivery world. Staff are needed who can ensure systems work and, therefore, that data and other raw
material for health Directorate analysis and strategy is robust.

e There are serious implementation issues here. ACT Health needs to avoid “leading anyone on” that
structural change will be enough. Capability issues will need to be addressed and change planned
carefully to avoid any interim loss of support to either front line or strategic functions.

- Policy, strategy and planning functions:

o The key point here was that the functions that form a core responsibility of the Health Directorate
need to become more effective. There are a number of prerequisites.

e Replacing lost health system expertise in those core functions.

o Developing clever ways of drawing in expertise from the publicly owned Health Services
organisation, other health service providers, research sector expertise and advocacy voices. This
could involve secondments, chairing and advising of fixed term policy processes, and (for bigger
exercises) governance across all sectors convened by the Health Directorate.

e Related to this is the importance of an enriched research and evidence function, with strong
connections across the clinical services of public, private and non-government sectors and others
in the research, advocacy and policy communities.

« Developing planning processes that are at once sophisticated in dealing with inherently complex
problems and simple enough to allow coordination of operational planning in the publicly owned
Health Services organisation and longer-term strategic planning for the whole health system in
the Health Directorate.

« This last point is not to preference the government health service provider sector but rather an
acknowledgment that they are such a strong part of the health system overall that system wide
health strategies and plans will not work if they are not coordinated with them.

e A strong point was made that there have been a number of policy and planning processes over the
last years that have not delivered or have taken too long. Fixed timeframes supported by finite
commitments from clinical, public health and research sector leaders could be much more efficient
than the current practice.

- Two last questions re function:

. People pointed out that health protection and other public health functions involve direct
service delivery, including regulation and management of emergencies with public health
implications. They were keen to know whether this meant public health functions would be
moving to the publicly owned Health Services organisation.

. When we informed them that this is not the plan, the point was made that the papers tend
to refer to “clinical services” and “services” interchangeably, whereas health services also
include non-clinical services, such as public health provides. The advice here is to be more
rigorous in describing clinical services as clinical services, not unintentionally excluding non-
clinical services.

. There was also some questioning of the eventual placement of health promotion and
preventive health inside the Health Directorate, once public health’s place there was
answered. Will preventive health sit in the same structure within the Directorate as health
protection? This was acknowledged and deferred, as a structural issue, ie outside the scope
of this project.

. There was also some question re the relative role of the Office for Mental Health and mental
health policy work conducted in the Health Directorate. This was acknowledged and
deferred, again as a structural issue.

3. Capability issues:
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As outlined already, there was a lot of questioning of current state capability in ACT Health in the
consultations. When these were discussed further, in light of the separation of ACT Health into the
Directorate and the publicly owned Health Services organisation, two key points emerged repeatedly.

e Restructure will not fix capability problems. As each area was talked through, participants in each
discussion could generally describe how the separation of the new functions would allow for better
capability definition. However, recruiting or reskilling staff with skills to do the new roles is a
subsequent and separate exercise.

o Participants view the current state to be weak in many areas. They were careful not to blame staff in
those areas or individual managers. The general view is that there has been a period of high turnover
and structural change that has contributed to a loss of people with subject matter knowledge.

e They are, however, very concerned that this needs to be understood because the capability gain
needed to deliver against the new, in some ways more ambitious, arrangement will be larger than
might be expected.

Areas that participants stated were not operating fully effectively prior to the separation decision included
the following: data and analysis, human resources, finance, business planning — all both at an operational
and strategic level. Thus, getting both new organisations to the required capability level will be a very
significant challenge.

Relational ability, especially in managing relationships with non-government sector organisations and the
universities, was also raised. This will be a key component of the new commissioning function in the
Health Directorate to work, not as a “crude purchaser” but as a sophisticated commissioning agent. Again
NGOs, including for example from the indigenous sector (but not limited to that sector) made this point
strongly.

Challenges with executive leadership, planning for and executing major change management and leading
a culture of accountability were also raised as a major challenge by several participants in consultations.

In the consultations with senior Health Directorate staff we did notice a culture of senior managers feeling
that processes, demands, change were things they experienced being done to them, not part of their
individual and collective responsibility to lead. Attention to change leadership will be a key capability
guestion to execute this reform.

4. Timing and implementation:

As noted above, consultation fora raised serious implementation challenges in both the near and medium
term.

It is important to define what success on 1 October looks like. Presumably it might include:

o Clear functional definitions and role descriptions

o Structures for both organisations

« Staff knowing where their job will be located within the new structures

o New structural units having a clear understanding of how their tasks will differ from past tasking
o Visible movement toward senior recruitment

e Establishment of governance structures

e Avision of further change processes which will be ongoing

All of this will have been done via as visible and consultative a process as possible. If individual staff
placements cannot be settled before then, clear communication and pastoral care will obviously be
required. All of this was clearly high on the priority list of many staff who came to consultation fora.

It is equally important to define what cannot be achieved by 1 October, but which is, nonetheless, mission
critical. Presumably this might include:

o Explicit capability and process design projects around headline needs such as commissioning, data
and analytics, development of corporate functions in the two organisations, governance structures —
both organisation specific and cross-cutting.
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o Explicit work to improve and further redefine relationships across the entire health sector in the ACT to
improve coordination and ensure other sectors are not confused by changes such as the development
of a new and more sophisticated commissioning function.

e Ready admission of the continuing work that is needed, so that ACT Health and the ACT Government
does not open itself up to criticism for not achieving outcomes by 1 October that were never by then
achievable.

A particular concern that came up was that NGO funding contracts are due to be renewed on 1 July 2019,
with a mandatory 6 months’ notice of changes. Apparently, some processes have been suspended while
the structural reform of ACT Health is underway.

This could leave very little or no time to consider and negotiate changes. Some forward thought is needed
on handling issues such as this, for the Directorate and Government not to be criticised for not having
foreseen the issue.

Similar issues were raised regarding other procurements, eg by some corporate service areas.

ACT Health cannot stop business as usual while it recreates itself. The consultations suggested that many
staff and middle and senior managers are very anxious about this. This underlines the importance of high
order change management and leadership capability.

This will include both strong internal and external communications, integrally connected to the change
management operation. Change management of this magnitude will require its own governance that
engages all requisite partners for planning, execution, messaging, and troubleshooting are all working in
continuous synchrony.

It is important, in this regard, that the role of the Transformation Unit is well understood by all
stakeholders. Equally it is vital that all leaders in ACT Health understand and step up to their personal and
team responsibility to lead change and lead their people through change.
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