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EXECUTIVE SUMMARY

I. The HSE budget in 2007 and 2008 has proven to be underfunded by around €250 million per year, restricting the delivery of services in both years. The 2009 Budget was over spent by €127 million at the end of August or €190 million on an annualised basis.
II. Acute hospital service delivery has consistently exceeded the targets included in the annual National Service Plans (NSP) for in-patient, day case and out-patient attendances.  This confirms that National Hospital Office (NHO) budgets have been based on underestimates of demand and highlights persistent underfunding of the order of 3% to 4% per year.

III. Restrictions and pressures on service delivery include:

i. underfunding despite increasing demand for services due to demographic changes;
ii. a 40% increase in delayed discharge of patients year on year;
iii. over 40,000 in-patient and day case patients on waiting lists;
iv. strong growth increases in Medical Card and GP only card costs, driven by increasing unemployment; and
v. management’s policy of implementing “planned bed reductions” despite increasing demand, waiting lists and the use of trolleys.
IV. Balancing patient care and budget restrictions seems to be excessively driven by the need to stay within budgets which have underestimated demand in the first place.

V. The McCarthy Report recommendations need to be assessed properly in the context of underfunding in recent HSE budgets, taking account of:

i. the need to at least maintain acute hospital bed numbers;
ii. the need to increase flexibility and efficiency in providing staffing support and other resources to facilitate scheduled consultant inputs; and
iii. the requirement to take account of patient needs in prescribing drugs.
VI. Changes impacting on the 2009 and 2010 service demand and delivery include:
i. demographic changes which are increasing demand;

ii. reductions in the number of people with private health insurance;

iii. hospital restructuring programmes in the North East, Mid West and South;

iv. continuing increases in the demand for acute hospital and mental health services; and
v. increasing unemployment of about a further 132,000 in 2009 to September 30th which will increase the cost of demand led schemes.; and
VII. IHCA strongly recommends that the 2010 HSE Budget needs to be fully resourced unlike recent years, to meet patient needs for healthcare services on the following basis:

i. the revised HSE Budget of €15 billion agreed in the April 2009 Supplementary Budget is the starting point;

ii. unsustainable parts of the HSE identified savings and Ministerial decided cuts totalling €280 million outlined in April 2009 need to be provided for in the 2010 Budget;
iii. the shortfalls in the 2009 Budget need to be provided for in the 2010 Budget;
iv. the 2010 Budget should include funding for increased demand equivalent to 3% to 4% higher NHO service delivery;

v. funding should be provided to achieve a reduction in waiting lists, waiting times and the use of trolleys;

vi. funding for ongoing increasing costs in demand led services, such as medical cards due to increasing unemployment;

vii. funding for swine flu related costs; 
viii. funding for the higher demand for public health services due to reductions in the number of people buying private health insurance; and
ix. funding for the increased demand for mental health services.
Taking account of the above service demands in addition to the underfunding in 2009, the IHCA recommends that the 2010 Budget should be increased by an estimated €650 million (+4.3%) compared to the 2009 Budget, plus scope should be provided for a possible additional increased cost of €330 million (+2.2%) in medical card and demand led schemes to allow for the potential full year impact of unemployment continuing at the September 2009 levels. 

1. Background
The HSE Budgets in 2007, 2008 and 2009 have all proven to be under resourced due to underestimates of demand resulting in restrictions on services and overspending:
i. End of year overspends in 2007 and 2008 amounted to around €250 million per year, requiring the reallocation of funds from other areas to current expenditure in the acute hospital sector and HSE generally.
ii. The above overspends occurred after intensive and concerted efforts by HSE management to stay within budget and after they had implemented a number of programmes to curtail activity levels and expenditure, such as:

· the September 2007 restrictions on replacing staff;

· the January 2008 restrictions on filling posts and management’s efforts in the last quarter of 2008 to reduce service delivery to stay within budget; and
· bed, ward and theatre closures.

iii. The 2009 Budget, set in October 2008, proved to be under funded as confirmed by:

· a series of HSE Management restrictions on staffing and other expenditure issued in January/February 2009;

· the recognition that additional budget pressures and under funding amounting to €540 million relating to demand led services such as medical cards, GP only cards, etc.  The Minister allocated increased funding of €260 million in the April 2009 Supplementary Budget.  In addition the HSE had to identify new savings of €133 million and on April 24th the Minister outlined a further series of cuts totalling €147 million, confirming the under funding of €540 million.
· the Supplementary Budget increase of €260 million, the additional savings and the Ministerial cuts of €280 million are on top of the HSE identified VFM savings totalling €540 million outlined in the 2009 NSP.
· the deficit of €127million confirmed in the HSE Performance Report dated October 8th, 2009, despite the above changes and the implementation of a recruitment embargo for most posts whilst activity was greater than planned.
2. Acute Hospital Service Delivery
HSE Budgets and National Service Plans (NSP) have over the last three years under-estimated the demand for services, which has restricted service delivery.  Acute Hospital Service Delivery has consistently exceeded NSP targets, confirming under provision for service level demand compared with the targets included in the annual NSPs.  This in turn has led to under provision in budgets over the last three years, putting excessive pressure on NHO and PCCC services.  Table 1 clearly demonstrates that, in 2007 and 2008, HSE service delivery targets had under estimated demand as the targets have been exceeded in the end of year outturns for the key activities, including inpatient discharges, day cases and outpatient attendances.
Table 1: Hospital Service Delivery Outturns vs. Targets
	
	2007
	2008
	2009 YTD (August)

	In-Patient Discharges
	+2.5%
	+1.7%
	+3.6%

	Day cases
	+2.5%
	+7.9%
	+2.5%

	Emergency Presentations
	+5%
	+3.3%
	-2.7%

	Emergency Admissions
	+3%
	-0.3%
	+0.0%

	Outpatient Attendances
	+9%
	+18%
	+3.8%

	Births (Year on Year)
	+10%
	+5.3%
	+1.8%


Sources: HSE Performance Reports: 30th August 2007, 5th February 2008 & 8th October 2009.

As demonstrated, the higher levels of activity ranged from 1.7% to 18% above the targeted acute hospital activity.  The significance of these higher service levels is that the 2007 and 2008 NHO acute hospital budgets had been based on under estimates of demand, suggesting persistent under funding of the order of 3% to 4% per year in the NHO acute hospital budget.  It is also noteworthy that the end of year service levels, which exceeded targets, would have been higher in 2007 and 2008, except for concerted efforts by management to reduce service levels in the last three to four months of each year.  The persistent nature of the NSP underestimates gives rise to a concern that these are planned underestimates to reduce expenditure and restrict services without regard to patient needs. 
Figure 1: Monthly In-patient Activity v Target
Jan 2008 – August 2009
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Source: Various HSE Performance Reports 
The 2009 year to date (YTD) service levels up to August last demonstrate similar levels of activity above the YTD targets (most recent HSE data, 8th October, 2009, Performance Report).  The YTD data confirms that activity levels exceeded targets for inpatient discharges (+3.6%), day case (+2.5%) and outpatient attendances (+3.8%), giving rise to continuing concerns in relation to budget funding.  Figure 1 highlights the trends whereby service delivery has exceeded monthly YTD targets.
3. Restrictions and Pressures on Service Delivery

Specific examples of pressures that exist in the NHO and PCCC in attempting to deliver the levels of service required by the population are demonstrated by the following facts:

i. NHO service delivery levels (+2.5% to +4%), staffing (+1.2%) and expenditure (+1.7%) all exceeded the YTD targets in August 2009.  The IHCA contends that while expenditure exceeds the budget this fails to recognise that service delivery is above target and the National Service Plan in the first place under estimated the need for patient services.
ii. The HSE reduced the NHO staffing ceiling by 483 in 2008 on the basis of service development and internal transfers.  These HSE imposed NHO staff cuts, which have not been explained in the context of increased NHO activity, account for most of the over ceiling NHO staffing of 634 in August 2009.
iii. The NSP target reduction of 3% in administration and management staffing levels in 2009 has so far delivered a reduction of 318 WTEs or 1.77%, leaving a further 221 WTE posts to be vacated by the end of 2009.  
iv. The most recent HSE report confirms over 40,000 children and adults are waiting for treatment (see Table 2).  This represents a large number of patients who are experiencing significant delays in receiving treatment which is leading to suffering and deterioration in-patient conditions which may affect their recovery.
Table 2: Waiting lists
	
	In-patient
	Day Case
	Totals

	
	Children
	Adults
	Children
	Adults
	Children
	Adults

	New Hospital Referrals 0-3 months
	960
	6,374
	1,198
	12,900
	2,158
	19,276

	National Waiting List

(+3 months)
	1,376
	7,013
	1,914
	8,383
	3,290
	15,396

	Totals
	2,336
	13,389
	3,112
	21,283
	5,448
	34,672

	Grand Total
	15,725
	24,395
	40,120

	% 2009 Targets 
	2.7%
	3.8%
	3.3%


Source: HSE Performance Report 8th October 2009
v. The 40% increase in the delayed discharge of patients, from 647 in August 2008 to 909 in August 2009 represents a significant reduction (262) in bed availability in acute hospitals.  This deterioration is a serious criticism of management’s ability to ensure the efficient use of resources, as the delays block off beds which are required to treat patients and reduce waiting lists. While the HSE’s May 2009 Performance Report recognises that delayed discharges are at very high levels and are adding 6% to the average length of stay (ALOS) across hospitals nationally, the report did not present a plan to reduce the levels of delay or outline their intention of doing so.  More recent reports confirm that the scale of the delay in discharges has doubled over the last three years heightening the concern that this represents mismanagement of high cost resources either through poor management or planned delays as the cost is less than treating new acute patients (see Figure 2 overleaf).
Figure 2: Number of Delayed Discharges per Week (2007 – 2009)
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Source: HSE Performance Report August 2009 (October 8th 2009)

vi. A total of 934 beds (884 inpatient beds and 50 day beds) were described as unavailable for discharge uses during August in the HSE’s October report.  This is the equivalent of two St Vincent’s Hospitals being closed.  Of this 594 inpatient beds are described as planned bed reductions with the balance of 340 not available due to infection control, refurbishment / maintenance, or other reasons.  It is noteworthy that the 594 beds, which are described as planned reductions, would have provided the equivalent of 195,129 bed days at 90% occupancy which would have been sufficient to deliver in-patient care to around 31,000 in-patients at an ALOS of 6.3 days per patient.  This would have been more than sufficient to reduce waiting list numbers.  The HSE policy of closing beds ignores the high level of trolley use and the long delays in admitting patients in a significant number of hospitals.  Decisions to close beds at a time when patients are waiting for treatment are highly questionable.  Furthermore, a total of 208 patients who met the definition of urgent were waiting greater than one month for access to colonoscopy, of which 48 were waiting over three months, as confirmed in the July 9th HSE Report.

vii. The HSE over budget position of €127 million (+1.4%) in August 2009 consists of over spends in practically all the areas including NHO; €49 million (+1.7%), National Shared Services; €0.4 million (+2.3%); corporate €61 million (+17.1%) and health repayment schemes €36 million (+ 53%).  About half of the overspend amounting to some €65 million, related to higher pension costs.

viii. Medical card numbers at 1.438 million were 38,190 (3%), over YTD target in August 2009 based on the HSE October 8th report.  Each medical card is estimated to cost €1,650, implying an overspend of €63 million on a full year basis. It is estimated that each job loss results in 2.5 medical cards per household.  The increase in unemployment this year to September 30th is around 132,000 which, if it continues at that level, could result in an increase of 330,000 medical cards in time, compared to 71,000 provided for in the 2009 Budget.  This would significantly increase the cost of this heading throughout the rest of 2009 and 2010. 
ix. Some planned community based care provisions are well below the previous year up to August 2009.  For example, Home-Help Hours are reduced at 7.91 million compared with 8.27 million (-4.4%) in the same period in 2008.  
4. Balancing Patient Care & Bud getary Restrictions

The above track record is that of NSP targets being set below patient demand for services and under funding in successive budgets, followed by concerted efforts by management to restrict staff resources and expenditure to stay within budget.  This ultimately reduces the delivery of service to patients to below that which had been demanded in the years in question.

It is noteworthy that the HSE’s  May Performance Report states “while there has been a reduction of nearly 6% in elective discharges, inpatient discharges overall have not reduced as significantly as planned and overall inpatient levels are still 3% above 2009 planned levels – driven by emergency admission demands”.

The Report also states that “the financial performance for May 2009 indicates that an NHO budgetary overrun of €44 million, of which €17.3 million relates to an overrun in one network – West/North West.  The NHO is focusing on redressing this significant overrun, which is of particular concern at this stage of the year.  The NHO is committed to implementing all cost saving measures required to achieve breakeven.”
The October 8th HSE Report includes the following comments:

“Inpatient activity is ahead of target 2009 by 3.6% in line with 2008 levels.  Day case discharges have increased by nearly 5% compared with 2008 and are 2.5% above 2009 target levels.”

“Continued inpatient and day case activity in the year to date suggests that over 24,000 more patients (3%) have been treated in 2009 compared to planned activity levels. A number of measures are being implemented in an attempt to control this growth e.g. hospitals have significantly reduced bed capacity between January and August.”

These statements give rise to a number of concerns in that they confirm that implementing budgetary restrictions is of higher importance than delivering the level of service required by patients. This seems to be the case even where it is driven by emergency admissions, and despite the fact that the National Service Plan underestimated demand in the first place due to incorrect estimates.

These statements are even more concerning given that 40% more beds are blocked due to delayed discharges than the previous year.  This amounts to an additional 262 beds lost for service delivery to new patients, due to a lack of HSE funded step down facilities.  This has occurred at a time when patients are enduring significant waiting times and delays, often on trolleys, before receiving treatment and despite the HSE October Report stating that “Hospital bed capacity management and shifting the emphasis to community care also continues to be a key objective for the HSE.”  
5. McCarthy Report Recommendations

It is important that the McCarthy Report recommendations and its proposed €1.2 billion savings / income generation is assessed properly in the context of the under funding in recent HSE budgets and the fact that the demand for acute hospital services has exceeded National Service Plan targets in the past three years, as confirmed by service delivery exceeding the annual targets, continuing waiting lists and the use of trolleys.
i. Acute Hospital Beds

In view of recent acute hospital demands and the demographic changes in the population relating to age, etc, the proposal that acute bed numbers should be reduced by 31% from the current 12,778 to 8,800 beds is opposed by the IHCA.  Beds should not be removed from acute hospitals until waiting lists are practically removed and the use of trolleys to accommodate patients is no longer required.

ii. Charges for Private Facilities

The proposed increase of 20% in charges for private facilities in public hospitals to generate €50 million is questionable given the need to ensure competitiveness, in view of increases of 15% and 20% implemented over the past two years.  In addition, the fact that in some instances current charges exceed the equivalent private hospital charges and the fact that inflation is declining need to be taken into account.  Such an increase would give rise to knock on increases in private health insurance costs and lead to a further reduction in the number taking out insurance.
iii. Administration, Management Staffing & Efficiencies.

The proposal to target 6,000 redundancies at administration and management levels should be assessed to ensure that the redundancies do not impact directly on the capacity of acute hospitals and the Mental Health Services in the delivery of services to patients.  It is noted that the existing 3% reduction, of around 500 staff, which was agreed in 2008 had achieved a reduction of 318 posts at the end of August.  The IHCA proposes that a comprehensive study of all health care groups in the context of ratios to population, patient numbers, beds, work volumes and other relevant barometers be carried out and appropriate action taken to bring these into line with international norms.  The McCarthy proposed saving of €390 million under this heading needs to be assessed based on the outcome of the study and discussions with the groups involved. 
iv. Generic and Off Patent Drugs

The proposed increased prescription of generic and off-patent drugs to save €30 million needs to take account of patient needs and the efficacy of different drugs on particular patients.
v. Primary Care 
The proposed cost reductions and income generation in the primary care sector total €577 million.  These proposals should be assessed in the context of the HSE strategy which is to treat more patients in community and primary care settings.  The proposals need to be assessed with the providers and users of these services to determine if they are appropriate.
6. Changes Impacting on 2009 & 2010 Service Demand & Delivery
i. Demographic Factors
The HSE’s Performance Report May 2009, confirms;

· “The increase in population numbers and, in particular, the proportion of older persons will result in an increased requirement for health services.”

· “There is an increased expectation and demand for health services.”

· “There is an increase in the provision and costs of health services at a time of limited finances.”

· “It is projected that the proportion of population over 65 will rise dramatically in the coming years.”

· “Increased births due to more women in fertility age groups, has implications for maternity and child services.”

The HSE reported strategy for dealing with the challenges arising from an increased demand for health services is to change the way the services are delivered and to ensure that more people are cared for in the community through integrated services.  Despite these statements the investment required in infrastructure and resources to provide for this change has yet to occur.  In the interim, demand for acute hospital services continues to grow and this growth needs to be provided for in the 2010 Budget and National Service Plan.
ii. Private Health Insurance

The decline in the number of people with private health insurance will increase the demand for public health services.  The number of people with private health insurance increased progressively throughout the decades to 2.3 million in December 2008.  In the first three months of 2009 the number of people with private insurance declined by a net 14,000. There is a concern that this trend will continue in view of increasing unemployment and pressure on household incomes increasing the reliance on public health services.
iii. Hospital Restructuring

The HSE is implementing a number of programmes to restructure delivery of hospital services in the North East, Mid West and South and other programmes are at planning stage.  There is a concern that these restructuring plans and proposals may result in excessive reductions in resources including staffing levels, budgets and the number of hospital beds, which would further constrain the capacity of reconfigured services to meet the patient needs for services, at a time of increasing demand and reliance on public health services. 
iv. Mental Health

Trends suggest that the demand for Mental Health services increases in recessions due to added stress arising from unemployment and income pressures, etc.  Accordingly increased demand should be taken into account in drafting the 2010 NSP and Budget.   Furthermore, funding is needed to provide appropriate inpatient psychiatric accommodation for children and adolescents.  The practice whereby children and adolescents are accommodated in adult psychiatric wards must be discontinued.  
7. IHCA Budget Recommendations

The IHCA strongly recommends that the 2010 HSE Budget, unlike recent years, needs to be fully resourced to meet the patient demand for healthcare services. While the IHCA recognises that the Government faces difficult decisions, it is vitally important that the Health Budget is funded properly because access to healthcare is a basic human right and should be prioritised over the need to achieve reductions in public expenditure, even in a recession. 

It is important that the political mistakes of the 1980s/early 1990s are not repeated, when acute hospital bed capacity and related resources were cut by 20% 

The IHCA recommends that the 2010 Budget should be increased by an estimated  €650 million (+4.3%) compared the 2009 Budget plus scope should be provided for a possible additional increased cost of €330 million (+2.2%) in medical card and demand led schemes to allow for the potential full year impact of unemployment continuing at the September 2009 levels. 
The McCarthy and other proposals that the 2010 HSE budget should be cut by €1.2 billion fail to take account of the increasing demand for healthcare services and the underfunding of the HSE budget over the past three years.  The IHCA has commented on the proposals in Section 5 which highlights the need for further assessment.  
The IHCA strongly recommends that the 2010 HSE budget should be based on the current cost of delivering services and not on proposed reductions that have not been discussed nor agreed in order to avoid repetition of the mistakes of the past where savings were assumed that did not materialise, leaving the budget underfunded.
The IHCA recommends that the budget should be based on the following considerations:

i. Revised Budget

The revised HSE budget of €15billion, agreed in the April 2009 Supplementary Budget, should be the starting point.

ii. Unsustainable Cuts
Unrepeatable parts of the €280 million HSE identified savings and Ministerial decided cuts (€133 million and €147 million respectively), such as the VHI advance payment, must be provided for in the 2010 Budget.
iii. Shortfalls

Shortfalls in the 2009 Budget need to be provided for in the 2010 Budget. In particular the end of August deficit of €127 million reported in the October 8th HSE Report should be provided to reflect the annualised deficit equivalent of €190 million.
iv. Provision for increased service demand and delivery.  
It is expected that increased service demand and delivery will arise in 2010 as follows:
(a) Increased Demand.

Reflecting the impact of an ageing population and increases in births, it is probable that service demand could increase by 3% to 4% for NHO services because of these demographic factors.  This is needed to deliver the normal level of services required by the population, excluding the impact of concerted actions by management to reduce service delivery levels.

(b) Increased Demand Led Schemes

Unemployment levels have increased by around 132,000 between December 2008 and September 2009.  At 2.5 medical cards per unemployed person per household this could increase medical card numbers by 330,000 compared with 71,000 extra medical cards provided in the initial 2009 Budget, plus a further 60,600 that will be provided if necessary based on the April Supplementary Budget at an added cost of €100 million.  Therefore if the current unemployment levels continue the cost of an additional 200,000 medical cards would be around an additional €330 million on an annualised basis.  
(c) Reducing Waiting Lists and Use of Trolleys
Provision needs to be made in the Budget for the cost of at least halving the waiting list for inpatient and day case services, which are equivalent to 3.2% of the NHO 2009 targets.  This should involve the reopening of the 594 beds closed in 2009 and freeing up the blocked beds referred to in the October 8th HSE Performance Report.  
(d) Swine Flu A (H1N1)

Costs incurred to date on vaccines and other related purchases total €45m up to July 9th.  Other costs are likely to be incurred in 2009.  A contingency cost must be included in the 2010 Budget for the impact of Swine Flu, including any additional vaccine costs, increased acute hospital activity / isolation costs, etc.
(e) Increased Public Health Demand due to Reductions in Private Health Insurance.
A reduction of 14,000 people with private health insurance in the first quarter of 2009, extrapolates to a 56,000 reduction on an annualised basis or about 1.3% of the population.
(f) Mental Health Services.

Increased demands for mental health services, and provision of separate child and adolescent psychiatric accommodation must be funded in the budget.
v. Staff Increments

The cost of staff increments will increase budget costs.
8. Conclusion
The IHCA strongly recommends that funding for the delivery of acute hospital services and mental health services should be increased, taking account of increasing demand and other factors outlined in this submission.  The increase of €650 million (+4.3%) is required to provide for the expected level of demand for healthcare services in 2010 and rectifying the underfunding in the current year.  The provision of an additional €330 million (+2.2%) for medical card and demand led services will be required if unemployment continues at current levels.
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