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Disclaimer
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Executive Summary

We valued Australia’s current investment in AOD treatment at around $1.26 billion per annum
(Chapter 4). Compared to the unmet demand, along with the prevalence rate of AOD problems in
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the Commonwealth, as were 31% of the organisations funded under the SMSDGF Priority 1 (Chapter
5
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important to meet unmet demand for treatment
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Executive Summary

disadvantage, limiting the capacity for the Commonwealth to exercise decision-making and acquit its
responsibilities in relation to equity.

The transfer could be made through a single (block) grant. Allocations to each state/territory could
be based on a formula inclusive of the overall rate of AOD problems, the extent of unmet demand
for treatment and the context for service delivery. The Commonwealth could take into account
equity issues in its allocations of funds to each state/territory, consistent with its role in ensuring
minimum service levels and equity of access to AOD treatment across Australia. At the same time,
this option may compromise the mandate to ensure equity in the short-term given that once the
three- or five-year allocations are made, the Commonwealth has no further funds to distribute in
emergencies or in situations where future inequities arise.

The major concern expressed by key informants (across government and non-government) to the
Review is the potential loss of these currently dedicated AOD treatment funds. There is a fear, based
on past history, that the funds will be potentially lost within state/territory systems. It would require
careful quarantining of the funds and mechanisms to ensure that the funds were expended
according to the original Commonwealth intention (that is the purchase of AOD treatment and
capacity building). On balance, we consider this to be a high risk option, despite its attractiveness.

An alternative to the single block grant transfer of funds to the states/territories is for the
Commonwealth to employ an Activity Based Funding model. Experts have expressed significant
concern as to the suitability of the ABF system for non-admitted care and more specifically for AOD
treatment. A feasibility study would be required to fully explore the possibilities and implications of
an ABF-type mechanism within AOD treatment (Chapter 14).

Overall, the transfer of the funds to states/territories

would remove the checks and balances that occur with

two separate funders. Having two funders facilitates

diversity, it enhances the competitive pressure on
governments, it creates opportunities for national priority setting, and it disperses the decision-
making power (protecting AOD treatment services against single government funding driven by
moral panics or political whim).

On balance, our analysis suggests that the transfer of funds to states/territories as a single block
grant is high risk. A move to Activity Based Funding requires feasibility assessment. We thus return
to the position where the Commonwealth directly engages in the planning and purchasing of AOD
treatment and capacity building.

Planning
As referred to above, we draw a distinction between strategic and technical planning, and delineate
the Commonwealth as responsible for strategic planning (in concert with states/territories) and the

states/territories responsible for technical planning (in concert with the Commonwealth). To achieve
meaningful change across policy and practice, planning should be

19
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types, population groups and locations for funding (Chapter 13). Under this option, the
Commonwealth would fulfil its responsibilities in providing leadership in planning and setting
national priorities.

The development of a Strategic Plan would lay the

foundation for future comprehensive technical planning

built from solid data. We have found that there is a

current lack of needs-based planning data (notably the

current treatment investment mix and impacts of capacity

building). The collection, collation and analysis of planning
data will provide a foundation for technical planning into the future.

Purchasing
There are three options for the Commonwealth to select the AOD treatment providers: through

competitive selection processes; through individually-negotiated arrangements (often based on
historical agreements); or through an accreditation and/or registration process. There are also

20
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which occurs in the context of grants to states/territories (discussed above). A fixed unit price would
facilitate transparency about the price for service types, enabling competitive processes to focus on
quality. The development of unit costs will take some time, and would not be available in the short-
term.

Accountability

Monitoring processes need to account for the complexities of the funding environment and strive
for contract management that is meaningful, respectful, and useful for both services and
government, operating in an ongoing cycle of improvement and sector development.

In the situation where organisations are jointly funded by the Commonwealth and state/territory,

the contract management and performance and financial monitoring is best undertaken jointly. This
reduces administrative duplication for government and reduces the work-load of funded

21
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Part 1: Chapter 1: Introduction and Methods

Chapter 1: Introduction and methodology

The Drug Policy Modelling Program at the University of New South Wales was commissioned in July
2013 to undertake a review of the alcohol and other drug treatment service sector on behalf of the
Commonwealth Department of Health, reporting back to the Department by July 2014.

The aims of the review
As documented by the Department of Health (Communique No. 1, Department of Health, July,
2013), the Review aims to achieve:
“clarity as to the range of services currently funded by governments, their distribution and
the demographic groups targeted by these services;
a common understanding amongst governments and the sector of current and future service
needs and where there may be service gaps, either in relation to service type, geographic
area and/or demographic groups;
clarity as to the type and timing of drug and alcohol funding activities undertaken by
governments; and
the development of a resource/tools to help focus future government funding activities to
ensure existing levels of resources (and any growth funding) are used as efficiently and
effectively as possible to deliver quality, sustainable drug and alcohol services that respond
to the needs of individuals, families and communities”.

This Review has been commissioned with the purpose to deliver:
1. ashared understanding of current alcohol and other drug (AOD) treatment funding;
2. aset of planned and coordinated funding processes; and
3. documentation to assist future Commonwealth funding processes to respond to the needs
of individuals, families and their communities.

‘Funding processes’ refer to planning, purchasing and accountability measures. Planning involves
establishing what to purchase; purchasing involves establishing the most appropriate mechanism(s)
to select and fund the provider; and accountability involves performance monitoring and contract
management.

We derived a number of questions about the planning, purchasing and accountability of AOD
treatment services:

The current situation
How is AOD treatment funded in Australia?

What is the size of the 24 675.7 Tm[nestment?

What types of treatment services are currently funded?
Who funds the services?

How many people currently receive AOD treatment?

23
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The future
What are the most appropriate planning processes and mechanisms?

What are the possible purchasing models (e.g. competitive processes, activity-based
funding, fee for service)? What are the potential varieties of grant arrangements, including
funding accountability (reporting requirements, payment by results)?

How should Commonwealth funds be best used (e.g. targeted to gaps, special initiatives,
adding intervention capacity to existing systems, general)?

What process of planning, purchasing and contracting services would best meet needs, in
terms of efficiency, simplicity and the ability to fill gaps?

Defining the scope of the review

Responses to alcohol and other drugs can broadly fall into three pillars: supply reduction (reducing
the supply and availability of alcohol and other drugs); harm reduction (reducing the harmful
consequences associated with alcohol and other drug use, without necessarily reducing use per se);
and demand reduction (preventing the uptake of alcohol and other drugs and reducing the demand
in people who currently consume).

This Review is concerned with demand reduction only. Demand reduction in general has two
components: preventing uptake (prevention) and reducing current use (treatment), although it is
widely acknowledged that prevention and treatment are part of a spectrum; whereby some
prevention aims to intervene with the goal of preventing the development of ongoing and
problematic consumption in those who have already commenced
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territories play in AOD treatment. Therefore the Review has included analysis of the state/territory
treatment planning, purchasing and accountability, for the purposes of understanding, analysing and
reviewing options for the Commonwealth into the future.

We define AOD treatment as “that which is directed towards an individual regarding changing
his/her AOD use” (United Nations Office on Drugs and Crime, 2006). This means that any funding
directed towards the following interventions is included:

Withdrawal*

Psycho-social therapy (counselling, psychotherapy)

Residential rehabilitation

Pharmacotherapy maintenance
Integral to the above is assessment, case management and support, information and education, and
aftercare. Modes of delivery, such as telephone, outreach, group-based programs, on-line programs
and so on are also encompassed within the relevant service type.

We refer to the above service types as ‘core’ AOD treatment. There are two other important aspects

of treatment. These are supporting treatment entry and access functions (that is, not a treatment
type per se as above but activit
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purchasing of AOD services for Aboriginal people. As such, a separate team from the National Drug
Research institute, Curtin University, inclusive of Aboriginal people, undertook the review of
Aboriginal and Torres Strait Islander AOD treatment services. Their report is provided separately.

AOD treatment in Australia is provided across two systems of care: the specialist AOD treatment
system and through the generalist health service system. The specialist treatment service system
provides withdrawal, psycho-social therapies, residential rehabilitation, and pharmacotherapy
maintenance. The generalist service system provides a similar array of treatment types — for
example GPs provide pharmacotherapy maintenance and brief interventions; clinical psychologists
(funded through Medicare) provide psycho-social therapy (counselling); general hospitals provide
withdrawal services; and welfare services (such as homelessness services) can also provide psycho-
social therapy. Thus it can be difficult to distinguish the specialist from the generalist system given
that service types are not a distinguishing feature. The generalist sector, therefore, tends to be
distinguished by its setting — primary care (GP practices) and general hospitals. As will be seen in the
coming chapters, we consider both specialist and generalist services together for the first part of this
report — that is we examine the funding sources, amount of funds and types of services across both
systems. There are two reasons for this: firstly, we want to contextualise the specialist system and
consider any options for the Commonwealth in light of the total picture of AOD treatment in
Australia. Secondly, it is difficult to firmly distinguish these sectors given the extent of cross-over in
service delivery, and

26
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Providing background information on the Review and forwarding the Rapid Assessment Kit
for the jurisdiction
Becoming familiar with the policy context for the jurisdiction, including major reforms that
may be under way

29
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Funding arrangements
Procurement arrangements and tendering processes — how it works, timelines for
tendering/procurement; current, proposed, under reform
Contracting arrangements (how are services funded, what models are in existence; length of
contracts); current, proposed, under reform.
KPIs and monitoring of funding — requirements
Types of funding: capital v. recurrent grants; targeted etc?
Are there a number of funding (grant) schemes with different types of arrangements in place? What
are the implications of these different arrangements? For you? For the NGO sector?
Challenges associated with having multiple funding sources, eg Government, philanthropic, donor,
Federal and State

30
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We worked collaboratively with the Commonwealth Department of Health, and the Review Advisory
Committee (described below) to enable the successful completion of data collection activities in a
timely fashion. This involved both formal meetings and information liaison as the project unfolded.
Jurisdictional representatives from Departments of Health provided invaluable support for the
project.

An expert advisory committee was established by the Department to provide advice and guidance to
the Review (see Appendix A for a list of members). The committee met three times during the
project period; early, mid, and late. The initial meeting was an orientation to the Review and the
various components involved. Subsequent meetings focused on interim findings regarding specific
elements of the Review and problem-solving oriented discussions to ‘workshop’ the interpretation
of findings.

The Review was also supported by a group of ‘critical friends’; senior experts with extensive policy
knowledge who were tasked to provide frank, blunt, and profound advice on the Review approach
and on difficult areas as they arose (Appendix A includes a list of these members). The group met
once during the project and they provided advice and feedback electronically and via telephone on
an informal basis.

Participants in the rapid assessment consultations

We combined this collaborative approach to data collection with the careful consideration of
stakeholders best placed to facilitate our access to information important for the Review along with
professional experience to enable astute commentary on the issues under study. Their expertise
informed the inclusion of representatives in areas critical to the Review and they provided advice on
the tentative list of participants that had been formulated.

Participants in the rapid assessment consultations were from:
The Commonwealth Department of Health and other Australian Government agencies

32
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Communication

In addition to formal data collection and governance aspects of the Review, there were two major
strategies for sharing information and receiving feedback from the broader AOD constituency. The
first involved the preparation and dissemination of a series of ten working papers, as shown in
Figure 1.1, above. Each working paper focused on a particular aspect of research for the Review, for
example on funding, current service utilisation, or pay for performance (a full list is provided in Table
1.3). Following feedback on draft papers from the Commonwealth the papers were updated and
posted on the Drug Policy Modelling Program (DPMP) website, with an invitation for comment. In
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Literature sourcing

A literature search was undertaken to locate peer-reviewed research articles and key grey literature
documents relating to planning, funding and contracting of the alcohol and drug treatment field
(October 2013). Three main groups of search terms were used:

Alcohol and drug disorder related terms

Treatment-related terms

Terms relating to funding, grants, contracting and economics.’

Searches were made of both title and abstracts and also by identifying relevant database indexing
terms in six broad-based databases and citation indexes: PubMed, EconLit, Scopus, PsychINFO,
Australian Public Affairs Information Service (APAIS), and University of NSW library search platform,
which searches across multiple academic databases. Searches were also made of three databases
which concentrate on collating reviews of health and social services sector evidence: the Cochrane
Library, the Campbell Collaboration, and Health Systems Evidence. In addition searches were made
using relevant index terms in four drug and alcohol specific databases: The National Drug and
Alcohol Research Centre Library (Australia), Project Cork Online database, the National Drugs Sector
Information Service (NDSIS) Drug Database, Virginia Commonwealth open source alcohol and drug
database.

More than 2,500 potentially relevant articles were identified initially. The abstracts of these articles
were printed and reviewed by two reviewers. Followi
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producing the chosen outputs, regardless of the value of those outputs in relation to
achieving outcomes (Smith & Papanicolas, 2012).

Equity is to do with the fundamental right of opportunity for all individuals; the right of

every individual to have a fair chance to live a full and healthy life (Whitehead, 1992). In
relation to AOD treatment this principle can be expressed as equal or
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We use the three principles (effectiveness, equity and efficiency) as overarching and the seven grant
administration principles for specificity, and in the Part 2 chapters examine the alignment of our
analysis with these principles.

Our values

Research is not value neutral. Each of us brings a particular set of knowledge and experience to our
research work that shapes the approach taken and the interpretation of findings. In the interests of
transparency, we have summarised the values held by the project team. This is an important way to
raise our awareness of possible bias and to be clear regarding the context impacting the research
endeavour.
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Chapter 2: Context

This chapter considers some important contextual points for the Review:
The history of AOD treatment funding in Australia
AOD treatment value-for-money and the importance of funding processes
Public sector management
Federalism and the structure of Australian healthcare

History of AOD treatment funding

There are few documented histories of alcohol and other drug treatment in Australia (Rankin, 2003;
Room, 1988). This brief summary has been prepared with input from a number of experts and with
reference to the two papers but is an unofficial and un-validated account. ‘Alcoholism’ treatment as
we know it today (which was preceded by Inebriates Acts and institutional solutions between 1870
and 1950) appeared bifurcated. In the non-government sector, the “Foundations” (such as the now
Australian Drug Foundation) were established in the 1950s and saw the beginning of counselling and
support services (along with community education and research functions). For example, in the
1970’s the Victorian Foundation on Alcoholism and Drug Dependence (now the Australian Drug
Foundation) ran a counselling and referral service in partnership with the Church of England. At the
same time, government hospital services provided ‘alcoholism clinics’. In many states, alcohol and
other drug treatment was largely provided as part of government-
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began to be a clear focus. In this context, GPs became important providers; funded by the
Commonwealth through Medicare.

It is difficult to accurately ascertain the history of Commonwealth funding for AOD treatment, but it
a
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5. Treatment outcomes.

Research evidence has shown a relationship between funding processes (including the source of the
funds and the way they are distributed) and AOD treatment outcomes. For example

45
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of operating, cultural change in and across organisations that foster new and better ways to provide
services, and the creation and management of knowledge and innovation (Shergold, 2008). There is
considerable capacity for the co-creation of public value through collaborative approaches
(Shergold, 2008). Rather than leaving the market to shape public interventions, public policy is
developed and delivered through a relationship-based model of participatory governance, where
“the exercise of power is becoming more diffuse and opaque”
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general revenue assistance (including GST payments), to be used by the States for any
purpose;

National Specific Purpose Payments (National SPPs) and National Health Reform funding to
be spent in the key service delivery sectors; and

National Partnership payments to support the delivery of specified outputs or projects, to
facilitate reforms or to reward those jurisdictions that deliver on nationally significant
reforms.

Under the IGAFFR, there are two main types of agreements between the two levels of government:
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The text below provides some context and detail for the various funding flows depicted in the
diagram. We start with examination of the bottom left hand corner of the diagram, the
Commonwealth AOD treatment funding flows.
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Departments of Health in each state/territory provide funding to NGO treatment providers through
grant programs. In some states and territories the Department of Health contracts Local Hospital
Networks to undertake the job of purchasing NGO services; in others there is direct
contracting/purchasing between the state government and the NGO; in some states both
arrangements exist.

State/territory departments other than Health also fund NGOs to provide treatment. For example,
diversion funding can flow from Attorney-General’s & Justice Departments, Police Departments etc.
In NSW, the Department of Attorney General and Justice fund community-based AOD treatment for
offenders.

Individuals

Treatment recipients can also contribute to the financial cost of treatment through:
Paying the difference between what treatment providers (medical practitioners, other allied
health services and hospitals) charge for treatment and what private health funds and
Medicare cover.
Paying a service fee for treatment provided by NGOs. For example, it is common for income
support recipients in residential rehabilitation facilities to be charged a significant proportion
of their income support entitlement as contribution towards their accommodation and food
costs.
Buying private health insurance.
Paying dispensing fees for medications.

Philanthropy
Philanthropy and other such funding sources, including bequests, NGO fund-raising, lotteries, Clubs

Australia and foundations all contribute to AOD treatment, although the amount of funding is very
difficult to ascertain.
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Other funding sources

The diagram represents the major funding sources and those which we can confirm as funders of
AOD treatment. Other funding sources, however, have been mentioned to us (without any details as
to the specificities of the funding). These include:

Mental health funding

State-based mining royalties

Local government.
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undertaken so as to extend capacity building beyond mental health and into areas where there was need for
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Part 1: Chapter 3: Funding flows

over three years). The organisation also receives income through client fees for other programs, and
occasional donations corporate donations (but does not have any fee for service programs).
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Chapter 4: The amount of AOD treatment funding in Australia
Introduction

This chapter provides an estimate of the total spending on alcohol and other drug (AOD) treatment
in Australia and the respective contributions of different funders. This has not been attempted
before — and hence should be seen as a first attempt which can be built on in subsequent research.
As with any such exercise in estimating expenditure, the data are often missing, or come in ways
that are not directly comparable. Despite the methodological challenges, it is an important research
task and provides fundamental information for any analysis of AOD treatment funding in Australia.
The full details can be found in Working Paper # 7.

The estimate of total AOD treatment funding includes both AOD treatment funding for the generalist
sector (hospital services (public and private), primary care services through GPs, the Better Access
and ATAPS programs and the Pharmaceutical Benefits Scheme) and AOD treatment funding for the
specialist sector (both government specialist and NGO specialist).

Our intention is to contextualise the Commonwealth investment in relation to all AOD treatment
funding — whether that be funding provided to the specialist sector, or funding provided to general
health services for the treatment of AOD problems®. We can separately identify the specialist sector
expenditure (see below), within the context of total expenditure.

The spending estimate pertains to our definition of treatment, as “that which is directed towards an

individual regarding changing his/her AOD use” (United Nations Office on Drugs and Crime, 2006).
This means that any funding directed towards the following interventions is included:
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criminal justice system and into appropriate education, information and counselling services.
The analysis of IDDI is complicated. There are three reasons why it is not possible to include
IDDI in this analysis: 1. A proportion of the funds go to police and courts and are not
expended on treatment per se; 2. The funds are transferred treasury to treasury and not
separately identifiable with the national health funding pool; 3. States and territory
governments also fund diversion programs, and dou
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The analysis pools across all types of treatment, ie it does not distinguish between the ‘expensive’
treatment types and the less expensive treatment types. We assume these are spread somewhat
evenly, but no assumptions can be made, nor conclusions drawn about service type proportional
allocations.

It is also important to recognise that some estimates pertain to expenditure items that are
(relatively) uncapped whereas others pertain to capped expenditure items. The Commonwealth
grants programs (the NGOTGP and SMSDGF), for example, are funds limiting the supply of treatment
(ie fixed amount), whereas the GP and hospital funds are uncapped (ie no pre-determined fixed
amount but based on quantity delivered). This means that by default some estimates will be smaller
(such as grants programs) whereas other estimates will be larger (GP and hospitals) not because of a
deliberate investment mix strategy but arising from the difference between capped and uncapped.
Thus, one cannot interpret the expenditure figures as deliberate or representing a planned or
considered mix.

The reference year for the analysis is 2012/2013 wherever possible. In some instances data for
2012/13 was not available. A standard CPI adjustment has been applied (where appropriate) to
those estimates derived from earlier years than 2012/2013. The CPI rates were taken from:
http://www.ato.gov.au/Rates/Consumer-price-index/. There is an argument that healthcare costs
rise more sharply than the CPI. For example, Duckett & Willcox (2011) note an annual growth rate of
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Table 4.1: Estimated total AOD treatment spending in Australia, 2012/2013

Amount %
State/territory AOD treatment funding $ 499,561,630 39.6%
Public hospitals - admitted patients $ 189,120,132 15.0%
Private hospitals - admitted patients $ 141,417,520 11.2%
Commonwealth AOD treatment grants $ 130,281,000 10.3%
Pharmaceutical Benefits Scheme $ 98,805,759 7.8%
Client contributions (fees and co-payments) $ 85,341,283 6.8%
Primary care services - GPs $ 53,650,750 4.3%
Allied health services $ 32,151,907 2.5%
Philanthropy $ 31,000,000 2.5%
TOTAL $1,261,329,980 100%

The highest proportion is state/territory AOD treatment funding (39.6%), followed by public
hospitals (15%), then the private hospitals (11%) followed by the Commonwealth AOD treatment
grants (10%). This 10% is the NGOTGP and the SMSDGF grants programs.

A more detailed analysis of the same figures provided in Table 4.1 above is given below (Table 4.2)
which identifies the separate contributions of the different funders (Commonwealth; state/territory;

private).

Table 4.2: Estimated total AOD treatment spending in Australia by funder type (2012/2013)

Funder Amount
type

%

State/territory AOD treatment

S/T $ 499,561,630 | 39.6%

NGOTGP — Commonwealth grants program
SMSDGF —

Cw $ 49,000,000 | 3.9%

66







Part 1: Chapter 4: Funding amounts

Table 4.5: Expenditure split between generalist AOD treatment settings and specialist AOD treatment
settings

Sector Amount Percentage

Specialist $ 629,842,630 55%

Generalist $ 515,146,067 45%
$ 1,144,988,697

Note:

“Specialist” includes: state/territory health department AOD funding, Commonwealth NGOTGP and SMSDGF funding
“Generalist” includes: hospital funding (public and private), primary care funding (Medicare), PBS, DVA, ATAPS, and Better
Access.

Finally, if we take the specialist sector expenditure only ($629,842,630), 21% of this is funded by the
Commonwealth ($130,281,000) and 79% funded by states/territories ($499,561,630).

Reflections on the results

Clearly the states/territories make a substantial financial contribution (49% of all funding; 61% of
government funding, and 79% of the specialist funding). The hospitals are the second largest
contributor (see Table 4.1, 26.2%). Perhaps surprisingly the primary care (Medicare) and medications
(PBS) spending is relatively small when compared to the other estimates (4.3% and 7.8% of the total,
Table 4.1). The lower amounts for primary care, though, reflect the relatively lower costs of primary
care treatment compared to hospital-based settings. Further analysis which combines the cost
estimates with the number of patients or episodes would be required to evaluate the investment
mix.

The NGOTGP and SMSDGF investment (combined) is greater than Medicare ($53m; 4.5%) and PBS
($99m; 7.8%). This is somewhat of a surprise, but reinforces the critical importance of these two
funding sources for the provision of AOD treatment in Australia. Clearly AOD treatment relies on
both Commonwealth and state/territory investments through the specific AOD treatment programs.

Client contributions (fees and co-payments etc) at $85m are a significant source of funds for AOD
treatment. However, relative to other health care in Australia, they may represent a smaller
proportion than expected. Duckett & Willcox (2011) reported that 17% of total Australian healthcare
spending was individual out-of-pocket expenditure. Although they go on to note that “this funding
distribution varies widely across different types of health services” (Duckett & Willcox, 2011, p. 41).

How much is $1.26 billion dollars relative to all Australian healthcare spending? Where the total
Australian healthcare expenditure is $140.2billion (Steering Committee for the Review of
Government Service Provision, 2014) this means that AOD treatment represents 0.9% of total health
care spending. One way to interpret this percentage is to look at the relative burden of disease. The
burden of disease for alcohol and illicit drugs is 1.9% (Begg, Vos, Barker, Stevenson, Stanley, & Lopez,
2007). This is a reasonable comparator because the burden of disease takes into account all health
disorders. If one assumes that healthcare resources should in some way be loosely distributed
according to the weight of the burden of disease (a significant assumption), then AOD treatment
should represent about 1.9% of the total healthcare budget, which would amount to $2.5 billion
dollars (effectively a doubling of the current expenditure).

How does the $1.26 billion estimate compare to the social costs of alcohol and other drugs? Collins

seminal work, last calculated for 2004/2005, estimated annual social costs to be $56 billion. This
included tobacco. If we remove the tobacco estimate, the resulting social cost for alcohol and other
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drugs was $24 billion (page xi). The Australian AOD treatment spending therefore represents a mere

5% of the social costs.

It is useful to draw some comparisons with Mental Health (MH) funding. The data are summarised in

Table 4.6.

Table 4.6: Expenditure comparisons between MH and AOD

Mental health treatment AOD treatment
Expenditure estimate $7billion $1.26billion
Per person spending $309.00 $58.70
Prevalence rate (NSMHWB) 20% 5%
Burden of disease 11.3% 1.9%
% of total Australian healthcare | 5% 0.9%
expenditure ($140.2billion)
% of expenditure by 36.5% 39%

Commonwealth (compared to
states)

For 2011/2012, MH funding was $7 billion dollars (government recurrent expenditure, Steering
Committee for the Review of Government Service Provision, 2014) ie seven times greater than that
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It is salutary that despite the substantial difference in the quantum of funding between MH and
AOD, the split between the source of funding (two levels of government) is almost identical.
Commonwealth spending on MH represents 36.5% and state/territory spending on MH 63.5%
(Steering Committee for the Review of Government Service Provision, 2014). In this instance both
MH and AOD differ from health care spending more generally across Australia; as noted earlier
Steering Committee for the Review of Government Service Provision (2014) reports a 60:40 split
between Commonwealth and states/territories. Duckett & Willcox (2011) likewise report that the
Commonwealth government investment (at 43%) is larger than the state and local government
investment (26%).

For those interested in how Australia compares to other countries in relation to the split of funders,
data are available for the USA regarding AOD treatment funding. Horgan & Merrick (2001) reported
that, for 2003, the US federal government contributed 15% (through block grant programs), the
public insurance schemes (Medicaid and Medicare) contributed 23%, private insurance contributed
10% and state governments contributed 40%. The European Monitoring Centre for Drugs and Drug
Addiction (European Monitoring Centre for Drugs and Drug Addiction) report on financing of drug
treatment services in Europe shows the diversity of funding sources. Some countries such as
Portugal fund all drug treatment through the central government; other countries such as the Czech
Republic fund drug treatment through central government, local/regional government, social health
insurance and private sources (see Figure 2, page 10). Given the diversity of arrangements across the
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possible that our figures remain over-inclusive, and hence the hospital funding estimates are
greater than in reality.

The medical service estimates not funded by state health departments focussed on GPs in
primary care and excluded specialist Medicare services provided by psychiatrists and
physicians. Many clients with AOD problems see a psychiatrist or physician, rather than a GP.
These are not captured here

The analyses using the BEACH data (Medicare estimates, PBS estimates, pathology estimates
and client co-payments based on healthcare card holder status) assume that the BEACH
sample is representative of GP presentations for AOD.

Not all private costs could be included

Estimates for philanthropy were difficult. Detailed analysis of the extent to which AOD
services, and which types of services rely on private donations and philanthropy is an
important consideration for the viability and sustainability of the AOD treatment sector in
Australia.

The above estimates do not include capital works funding, yet capital works is a vital part of
providing AOD treatment, especially for residential services. Future assessment of AOD
treatment funding in Australia should consider how to appropriately estimate capital works
costs. On a related but distinct point, housing services are another cost associated with the
provision of AOD treatment services (where the capital asset is not owned by the agency).
Housing services provide funds to enable residential care for people in AOD treatment.
These have not been included.

As noted elsewhere, private hospital services (not recorded within the national hospital
minimum dataset) have not been able to be included. Likewise AOD treatment funded by
Department of Social Services (federally) or state-based departments of social
services/family services/community services.

We reinforce that while extensive work has gone into the estimates provided here to facilitate
better understanding of AOD treatment funding in Australia, it is a first attempt. We strongly
encourage further research to enable improved estimation of the amounts of funding for AOD
treatment in Australia, not confined to health and built from better data sources when they become
available.

Conclusions
We have found that:

Compared to the prevalence rate of AOD problems in Australia and the extent of the burden
of disease from AOD problems, the investment in AOD treatment appears small.

The overall expenditure on AOD treatment in Australia, inclusive of both specialist and
generalist AOD treatment was estimated at $1.261 billion.

From this total, the Commonwealth’s contribution is 31%; state/territory governments’
contribution is 49% and private contributions is 20%.

If we remove the private contribution (philanthropy and client co-payments), the
Commonwealth contribution is 39% and the state/territory contribution is 61%, and the
total expenditure is $1,007,977,579.
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Chapter 5: The Commonwealth AOD treatment grant schemes ~ the NGOTGP
and SMSDGF

As noted earlier, the Review aims to deliver options for a set of planned and coordinated funding
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What is being purchased: description of treatment and capacity building;
Investment mix by the Commonwealth; and concluding with
Relationship between the Commonwealth and state/territory investments

The Non Government Organisation Treatment Grants Program (NGOTGP)
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Table 5.1: NGOTGP funds for 2012/2013

Data source Notes

Original spreadsheet provided to the review team (Aug 2013) | $49,476,157

Data provided to review team by the STO’s $48,013,938

As listed on the Murray motion (pro rata yrs) $49,306,020 | $54,236,622 incl GST

As listed on the DoH grants list

$60,377,024

$66,414,726 incl GST
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Improve physiological and psychological health; and
Improve social functioning for people attending treatment for substance misuse” (NGOTGP
Guidelines, p. 5).

The funding guidelines have some internal inconsistency, for example (p. 5) “Projects funded under
the NGOTGP must: provide capacity for reducing and treating illicit drug use” which suggests the
fund is focused on illicit drugs rather than alcohol. However later the key objectives specify “improve
drug and alcohol treatment service outcomes” (p. 5) and the fund is clearly inclusive of alcohol and
other drugs.

Grants may cover, but are not limited to, “counselling, outreach support, peer support, home
detoxification, detoxification and withdrawal, rehabilitation, therapeutic groups or communities”
(NGOTGP Guidelines, p. 4).

Specific priority areas for funding were not listed in the Guidelines. The priority areas/objectives of
the fund were not revised in the 2012 round of competitive tendering.

The NGOTGP Guidelines specify that, “funds will be made available through an open grant round” (p.
3). There are no alternate funding mechanisms (such as targeted rounds) listed in the Guidelines,
which is an important difference to the guidelines for the flexible funds that include the option of
open, targeted, one-off and procurement mechanisms.

There are mandatory requirements in the Guidelines (p. 10), which comprised the first level of
assessment in the 2012 funding round. These mandatory requirements were:
That the application addresses all procedures for submitting an application;
The application is from an organisation that is eligible for funding (see below);
The capacity of the applicant and of the proposed project meets the key objectives and aims
of the NGOTGP Program;
That the applicant exhibits financial viability — through provision of the applicant’s audited
financial statement and profit & loss statement for the previous financial year;
That the applicant identifies the type(s) and level(s) of insurance held by the applicant.

The NGOTGP Guidelines specify that an eligible organisation must be a “non government
organisation” (p. 4). The examples provided in the Guidelines comprise, “a non government
organisation; an incorporated body under state/territory legislation; or a community based not-for-
profit organisation” (p.
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existing services were not successful. The processes that occurred at this time to redress this, with
some servic
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The primary objective of the SMSDGF is to “better promote and support drug and alcohol treatment
services across Australia to build capacity and to effectively identify and treat coinciding mental
illness and substance misuse” (p. 3, Guidelines, 2011).

The six priority areas (see above) were referred to in the 2012 funding round; and they reflect the
history of the
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Partnerships

Trustees on behalf of a Trust

State/territory or local government

Where there is no suitable alternative, an individual or jointly or separately individuals.

In the SMSDGF Guidelines, it notes that applicants in an open funding round for SMSDGF need to
demonstrate:

Identified need

Relevance to current government policies and priorities

Value for money

Capacity to deliver quality outcomes.

(Fund Guidelines, Nov 2011, p. 9).

The Fund Guidelines (p. 10) note that Assessment panels will be established to assess applications
and then provide advice to the “Funding Approver”, who will consider whether the proposal makes
an “efficient, effective, ethical and economical use of Australian government resources” (p. 10). The
final decision for SMSDGF grants is made by the Minister (or his/her departmental delegate).

Threshold Criteria specified in the ITA (p. 18) for the 2012 round were the demonstration of the
organisation’s “capacity, expertise and infrastructure to effectively undertake the proposed project”.
In 2012, each application was rated (on a five point scale) against the threshold criterion, with a
minimum score of 2 (out of 5) representing “good quality”, and allowing the application to proceed
to the next stage of assessment.

There were four assessment criteria: Need; Capacity to deliver; Sustainability 