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OUTLINE OF PRESENTATION
• Changing demographic factors and the
impact of the ageing population on
infrastructure
• Forecasting future infrastructure demand
patterns
• Fostering renewed vigour in healthcare
PPPs
• Ascertaining risks and opportunities
for private operators

CHANGING DEMOGRAPHICS
•
•

•
•

•
•

Australians are living longer
Life expectancy of babies born today is >80
years on average (females: 83 years;
males: 78 years in 2002-04)
Life expectancy in top 5 nations of the
world
At age 65, Australian men in 2002-04 could
expect to reach age 82.5 years, women to
reach 86.1 years – 6 & 8 years more than in
early 20th Century
~ 80% of deaths occur in those aged 65+
~ 31% of deaths occur in those aged 85+

AIHW, 2006

HEALTH AND ILL HEALTH
•
•
•

•
•
•

Australia in top 10 of world’s developed
countries across numerous health indicators
Death rates for cardio vascular disease
continue to decline, incl heart disease & stroke
Cancer death rates declined by ~14% b/w
1986 and 2004; rates are low cf other Western
countries
Cancer is now the leading cause of death
among 45-64 year olds
Mental health is the leading cause of non-fatal
burden of disease and injury
Rates of diabetes doubled b/w 1989-90 &
2004-05, death rates stable or declining

AIHW, 2006

POPULATION GROUPS
•

•

•

Infants < 1 year – death rate almost halved in
2 decades to 2003; at 4.8 deaths per 1000 live
births is double that of Iceland (world’s lowest
rate)
Children < 15 years – fall in death rates of >
90% over last 100 years, halved in last 2
decades; improved vaccination rates; increase
in overweight/ obesity; incr rate of diabetes
Young people 16 – 25 years – mortality rate
fell by 30% over last 2 decades; halving of
suicide rates for young males; increase in
overweight/obese at 1:4

AIHW, 2006

POPULATION GROUPS
•

•

•
•

Older people aged 65+: dementia is single
contributor to burden of disease due to
disability, greatest single contributor to cost of
care in residential care; in 2004 estimated that
~171,000 people aged 65+ had dementia
Indigenous Australians: 70% die before
aged 65yrs cf ~20% of other Australians;
infant death rates are 3 times higher; for
children 2-3 time higher; but there have been
falls in death rates betw 1991 and 2003
Socio-economically disadvantaged people:
higher death rates overall
Overseas born: death rates lower

AIHW, 2006

HEALTH & OLDER AUSTRALIANS
• ‘Elderly patients’ = ‘older
Australians’ = ‘people aged 65 years
or over’
(AIHW, Australia’s Health, 2006)
• 13% of the population – 2,604,900
people in 2004
• Much greater use of hospitals than
younger people: in 2003-04, 2.38
million or 34% of all hospital
separations
(Table 4.7, AIHW, 2006, 216)
AIHW, 2006

HEALTH & OLDER AUSTRALIANS
• Much healthier than previous
generations (heart disease &
strokes decreasing)
• Significant number suffer from
disabilities due to ill health
• 22% or 560,000 suffer from health
problems that cause profound or
severe limitations to daily
functioning
• ~ 50% of this group suffer from
AIHW, 2006
arthritis

HEALTH & OLDER AUSTRALIANS
• Other common conditions that affect
functioning include:
• Hearing disorders (43%)
• Hypertension (38%)
• Heart disease (30%)
• Stroke (23%)
• Many suffer from more than one
condition e.g. stroke + something
else
AIHW, 2006

HEALTH & OLDER AUSTRALIANS
• Most common reasons for
hospitalization are
• Heart disease
• Strokes
• Diabetes
• Vision problems
• Many of these conditions require
both acute care then longer term
care in the community
AIHW, 2006

HEALTH & OLDER AUSTRALIANS
• Most common and significant cause
of disability is dementia
• In 2004, it was estimated that
171,000 older Australians lived with
dementia with a higher number of
females affected than males
• Associated with need for long term
care in residential settings

AIHW, 2006

HEALTH & OLDER AUSTRALIANS
• Other causes of disability include:
• vision impairment – cataract,
AMD, diabetic retinopathy,
glaucoma (~170,000
Australians 65+ years)
• arthritis and musculoskeletal
conditions such as osteoarthritis (~650,000), rheumatoid
arthritis (~160,000) and
osteoporosis (~180,000)
AIHW, 2006

HEALTH FACILITIES AS ‘HEALING ENVIRONMENTS’
FOR THE ELDERLY PATIENT

• Not all elderly patients are disabled!
• BUT average hospital patient is more likely to
be a 70 y.o. woman than a 30 y.o. man
• Older adults have special needs
• Hospital environments need to compensate
for physical changes such as hearing loss,
increased frailty, loss of cognitive skills
• All patients (young & old) need a ‘healing
environment’ to support them & reduce
stress
AIHW, 2006

THE ELDERLY AS A SPECIAL NEEDS
GROUP
CHAA/Qld Health Single Room Study (Carthey
et al, 2007) recommended for the elderly
patient that the following be considered:
• Privacy, dignity, safety which are issues
for all patients but particularly important
for seniors.
• Provision of adequate space including
bed space, bathroom sizes and fitout
• Support for maintaining skill levels and
independence, appropriate equipment,
light levels, control of noise, etc
• Environmental design and its effect on
behaviour.
AIHW, 2006

DESIGN FOR ALL PATIENTS: DEMANDS ON
INFRASTRUCTURE

• By making health facilities better for elderly
patients we make them better for all patient
groups and their families.
• We also make them better places for staff to
work
• The Australasian Health Facility Guidelines
set out requirements for bed spaces and
appropriate patient flows – these are available
free of charge from the AHFG website or via
CHAA website
•

Funded by Health Capital Asset Managers’ Consortium of
Australia & New Zealand, developed by UNSW

REINVIGORATING HEALTH PPPs:
USING A STANDARDISED APPROACH TO
HEALTH FACILITY DESIGN
•

Body of knowledge can be used on more than
one project, available to every project team

•

Communicate acceptable/recommended
standards to support healthcare delivery

•

Purpose of HFG is briefing not prescriptive
design

•

Some evidence that standard layouts reduce
clinical errors in practice

AUSTRALASIAN HFG

Development Parameters include:
•
•
•
•
•

Regulatory environment – mandated or
advisory only
Public and private funder requirements
Quality/experience/availability of design
consultants
Feedback loops
Political climate

AUSTRALASIAN HFG – DEVELOPMENT
PROCESS
I/S#1
Other
HFG

Examples of
Reviewers

I/S#2
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2nd draft issued
for industry
review – invited
+ interested
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reviewers
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section (or
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Special
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review
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into issue
document by
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Note:
All processes managed and developed by the CHAA
team which includes architects, health planners,
clinicians, managers, service planners, FM, etc

Australasian HFG Development Process
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DRAFT issue
for 12 month
‘industry use
+ review’

RISKS & OPPORTUNITIES IN HEALTH PPPs:
STANDARDISED APPROACH TO HEALTH FACILITY
DESIGN
Key Benefits include:
•
•
•
•
•
•

Reduced debate over repeatable elements
Design process focuses on project specific
elements
Reduced number of design variations
Consistent quality between projects
Consultation/user groups more effective
Assist in meeting minimum legal obligations –
standards, codes, etc

RISKS & OPPORTUNITIES IN HEALTH PPPs:
BENCHMARKING HEALTH PROJECTS
• Very difficult to develop and use appropriate
benchmarks
• Requires more robust project evaluation
• Data collected not consistent
• Does not always support innovation
• Cost-benefit analysis for departures (from
guidelines or benchmarks) that may lead to
innovation
• Should be a source of evidence for health
projects to ensure consistency & value
• Support the delivery of better health care – or
no point!

BENCHMARKING HEALTH PROJECTS

high

Decay
cost

Hot floor
(clinical
diagnostic)
30.5%

Issues
•Standard depreciation (25 + yrs)
•Differential rates of decay
•Differential rates of replacement
•Design standards
•Tariffs and pricing
•Sustainability

Ward
(hotel)
32.2%
Office
23.5%

low
5 yrs

10 yrs

Time scale related change
Technology can account for up to 60% of capital cost

EuHPN, 2006

BENCHMARKING HEALTH PROJECTS
Towards improved capital effectiveness
From lifecycle cost efficiency to Lifecycle economic value and
sustainability
Integrated capital and revenue budgeting

Needs based
planning

Work process systemisation

Adaptable - ‘good’ design
- capital models
EuHPN, 2006

PRIVATELY FINANCED PROJECTS (PFP)
PUBLIC SECTOR
ADVISORS

PUBLIC
SECTOR

EQUITY
HOLDERS
Equity

Concession
agreement

SPV
ADVISORS
(financial, legal, insurance etc)

Service
fee

OPERATING
COMPANY
(SPV)
D&C
contract

Progress
payments

CONSTRUCTORS
Thanks to Professor Martin
Loosemore, FBE, UNSW

Dividends
Loans/
risk cap
Interest/
principal

FUNDERS

Operating
FM fee
contract

FACILITY
MANAGERS

PUBLIC SECTOR CONCERNS
• High demand on commercial abilities of public sector team
• Communication with consultants is often difficult
• Variability of PPP bids makes it difficult to assess VFM
• PPP is seen as a fairly loose system.
• Poor understanding of risks over life of a PPP health project
• Quality of risk data is generally poor
• Time pressures ensure risk assessments are often rushed

PRIVATE SECTOR CONCERNS
• Frustration with inexperienced clients
• Lack of detailed and complete information and unclear
objectives, priorities and changes on scope
• Clients have unrealistic demands and tendency to see PPP
as a risk off-loading mechanism
• Protracted negotiations because public sector comparator
(PSC) is often unrealistic
• PSC is a “black-box”

PRIVATE SECTOR CONCERNS (CONT’D)
• Bidding costs (were up to 7 times higher)
• Legal complexities and red-tape.
• Overly prescriptive briefs
• Too much emphasis by clients on minimising capital costs

RISKS EXACERBATED IN SOCIAL INFRASTRUCTURE
• Greater public emotional attachment, interest and scrutiny.
• More prone to political interference.
• Higher levels of neglect, work backlogs and unknown scope.
• Social outcomes more important than $ outcomes.
• Higher expectations of service quality and reliability.
• Expectation that services should be publicly provided.
• Relationship between asset and performance is complex.

ADVOCATES
• 78% chance of being on budget
(compared to 27% in traditional public procurement)
• Cost savings of 4-14% over life of a project
• Higher standards of service delivery

TO CONCLUDE
• PFP/PPP has elevated the subject of risk management
to the top of the managerial agenda.
• PFP has emphasised the important relationship between
design, production and asset performance.
• But barriers to effective risk management remain.
• We need to understand that good design is an
extremely effective risk management tool and not just
another cost to be minimised!
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