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Introduction

The Special Commission of Inquiry into Healthcare Funding in New South Wales (NSW) represents
a significant milestone in the ongoing pursuit of healthcare provision. This inquiry is a testament
to the commitment of the NSW Government and healthcare community to address critical issues,
assess existing funding mechanisms, and seek innovative solutions to meet the evolving needs to
patients and future patients. The Medical Technology Association of Australia (MTAA) welcomes
this opportunity to contribute to the Special Commission of Inquiry into Healthcare funding in
NSW.

At every step of our journey through life, medical technology (MedTech) is essential. From
detecting, diagnosing, treating, and managing healthcare conditions, MedTech supports patients
across New South Wales to improve their health and wellbeing. From implantable devices such as
pacemakers, personal devices for the management of diabetes, X-ray machines and MRI scanners
to uncover cancer, or surgical robots to aid surgery, to personal technologies that enable patients
to effectively manage their chronic disease, the devices and equipment used in healthcare ensure
Australians can live their life to its fullest. These medical devices are used in all settings from the
smallest rural clinic to the largest multi-site hospitals.

While MedTech is critical to improving the health of Australians, it is the integration of this timely
diagnosis and treatment of these healthcare conditions into standard clinical care that ensures
effective use of healthcare expenditure. For example, between 1 July 2020 and 30th June 2021,
over 185,000,000 pathology and diagnostic services — or over 500,000 on average per day — were
delivered to detect and diagnose conditions such as cancer, cardiovascular disease, stroke, and
diabetes?, allowing often critical treatment to commence sooner, delivering the best opportunity

to improve patient outcomes and maximise health expenditure.

Our submission firstly provides an overview of the existing funding arrangements for medical
technology. The submission then addresses elements of the Inquiry’s Terms of Reference (E & H),
focusing particularly on opportunities to improve NSW Health funding and procurement, including
through encouraging new models of care, and technical and clinical innovations which can
enhance hospital performance and improve patient outcomes.

About the MTAA

The Medical Technology Association of Australia (MTAA) is the national association representing
companies in the MedTech industry. MTAA works in partnership with governments across the
nation to effectively deliver the benefits of contemporary, innovative and reliable MedTech to the
Australian community.

1 Nous Group: Value of MedTech report, pg 3
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The MedTech industry is critical it also contributes a significant benefit to the broader Australian
economy. The MedTech industry contributes a total of $5.4 billion GDP to the Australian economy
and the sector supports over 17,000 direct and 51,000 total jobs. Australian MedTech export $1.95
billion overseas, contributes to over 4,000 manufacturing jobs, and has been experiencing revenue
and employment growth over the past 3 years, which is projected to continue.?

Executive Summary

MTAA considers this Inquiry to be a once in a generation opportunity to fundamentally re-think
how healthcare is funded and innovation nurtured to resolve the variety of issues facing the sector
outlined in this submission, which ultimately effect patient outcomes, quality of care and cost
efficiency.

The primary recommendation the MTAA makes in this submission is that the Inquiry should
recommend a long-term best practice approach centered on Value Based Health Care and Value
Based Procurement.

Value-based healthcare is a care delivery model that measures health outcomes versus the total costs of
delivering healthcare: it aims to improve both patient outcomes and healthcare efficiency. Value-based
healthcare ensures the entire patient pathway is considered, with the patient at the centre of the equation.
Value-based procurement ensures health outcomes are the primary determinants for purchasing and
procurement decisions>.

MTAA'’s submission outlines the benefits of this approach and how it should be implemented,
focusing on three key areas the Inquiry should consider:
1. Value Based Healthcare and Value Based Procurement activities involving government and industry
- (section 1.1 to 1.6 of this submission);
2. Leveraging Digital Health Technologies to provide Value Based Healthcare (sections 2.1 to 2.2 of
this submission); and
3. Reviewing and refining existing procurement processes (sections 3.1 of this submission).

Although MTAA considers that a broad value-based approach should be the strategic priority of
ongoing reform, it is also important for the Inquiry to consider the opportunity to simultaneously
improve existing procurement processes over the shorter term namely,

e Adopting MTAA’s guiding Procurement Principles; and

e Examining and improving the HTA process in NSW for medical technologies.

Improving these procurement processes over the shorter term would save costs across the
healthcare system and prevent New South Wales patients from continuing to miss out on life-
saving innovations that other states and territories have access to.

2 Nous Group: Value of MedTech report, pg.68

3 plira Health: Value Based Procurement in Australia Report
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MTAA’s recommendations are as follows:

1.Value Based Health Care and Value Based Procurement (section 1.5)

e Recommendation : that NSW Health commits to a procurement stream in its VBHC program,
and leads the establishment of a Community of Practice that focuses on Value Based
Procurement bringing together physicians, providers, patients, industry, payers, policy makers,
and procurement.

1. Digital Health (Section 2.1 and 2.2)

e Recommendation : NSW government continues to invest in digital health programs because
high quality data will drive value-based health care to deliver savings and a more efficient
system in the long term

e Recommendation: MTAA recommends the NSW Government to develop key principles for value-
based procurement of digital health technologies.

Improving Procurement Processes (Section 3.1)

e Recommendation: NSW Government to review MTAA’s Procurement Principles and gradually
adopt these into routine practice.

e Recommendation: Review and update existing NSW HTA processes for evaluating novel
medical technologies and provide financial incentives to procure newer medical technologies.

Background: How medical technology is funded in NSW Health

The Australian healthcare sector relies on a complex interaction between governments,
healthcare providers and the MedTech industry with the ultimate goal of better health outcomes
and improving patient lives.

The NSW health system is co-funded by the NSW and Commonwealth governments, with the
Commonwealth contribution a combination of activity-based funding governed by the National
Health Reform Agreement (NHRA), block funding and public health funding. Most medical
technology used in hospitals is acquired from Local Health District (LHD) budgets from activity-
based funding that covers entire procedure costs.

However, in NSW, LHD purchasing of MedTech is often governed by contracts established by

HealthShare NSW through a procurement and tender process. Where it works effectively, this

helps to ensure safe, high quality, and cost-effective technology is available for patients. However,

as noted below, procurement is often not sufficiently focused on value to the whole healthcare

system and the patient, but only the device itself.
e e
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There are several stages that occur in the procurement process. Firstly, for a medical device to be
available for supply in Australia, it needs to be assessed for safety and efficacy by the Therapeutic
Goods Administration (TGA) after which is placed on the Australian Register of Therapeutic Goods
(ARTG). After regulatory approval, medical technologies used in the public health system are
obtained through public sector procurement.

The procurement process involves identifying which medical devices are required. Specifications
are then developed including technical and performance requirements. A tender is then issued to
which suppliers respond with proposals. The proposals are assessed against criteria such as cost,
quality, and regulatory compliance. Following supplier selection, a contract is awarded to the
successful suppliers which includes a specific price or prices for supply to LHDs. LHDs must
purchase according to these contracts wherever one exists for that specific technology. Otherwise,
they can make their own purchasing decisions within NSW Health policy guidelines.

Separately to procurement, in some cases, health technology assessment (HTA) may be used to
determine utilisation of specific costly technologies. HTA is a systematic process using evidence to
assess the cost-effectiveness of a technology and its place in appropriate care after it has been
approved for use by the TGA. It may be combined with a procurement process.

States and territories may make their own decisions to maximise cost-effectiveness of technology
through a state based HTA. However, in practice, states may make cost-effectiveness decisions
based upon the HTAs already undertaken by the Medical Services Advisory Committee (MSAC) for
federal schemes especially the Prescribed List or Medicare Benefits Schedule. Additionally, it is a
stated long-term goal of the National Health Reform Agreement 2020-2025, that federal and state
governments improve alignment on approaches to health technology assessment to encourage
value in technology use.

1.1 Value-Based Healthcare (VBHC)— The Answer to Funding Sustainability Issues

The NSW inquiry into healthcare funding comes at a time of systemic challenges facing the entire
Australian healthcare system, including increasing challenges to provide high quality and safe care,
whilst remaining financially sustainable. In response to these challenges impacting NSW and other
states and territories, the National Health Reform Agreement Strategic Roadmap clearly
articulates the need to look beyond traditional funding arrangements which are cost/price focused
to models that capture value.

‘Value’ according to the NHRA Roadmap is ‘achieving outcomes that matter most to patients,
relative to the cost of delivering these outcomes’Xl. With this in mind, the NSW health system has
an opportunity to embrace more value-based healthcare approaches for future funding
arrangements. MTAA is aware that NSW has undertaken a range of value-based activities but
there is an opportunity to partner with industry to increase its impact.
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Every year Australia spends $11.4 billion on medical devices, representing 5.2% of total healthcare
expenditure, and VBP is a way health system can achieve better value for this spending. As part of
progressing a value-based healthcare approach across NSW, MTAA proposes the NSW
Government consider engaging in more Value-Based Procurement (VBP) activity as one lever to
encourage more value-based healthcare in NSW.

1.2 What is VBHC and VBP?

VBHC refers to improved health outcomes for patients versus the total costs of delivering care.
Importantly, this is a patient-centric measurement, that spans the entire care pathway for a
patient?.

In contrast VBP represents the purchasing decisions across a VBHC care pathway. Spending may
be determined by Policy Makers through a holistic budget, payers determine funding, coverage,
and access in accordance with stakeholder input, and procurement purchases the items required
for care. Therefore, VBP represents the purchasing decisions that consider the same health
outcomes and total cost considerations as the VBHC care pathway.

With this distinction between the two concepts and how they are interrelated, it is important to
think about what is required to implement both VBHC and VBP approaches.

1.3 What elements are required to implement Value Based Healthcare

As the Deeble Institute has described the solution to financial pressure on Australia’s health
system is to implement value-based healthcare and to build financial arrangements that support
this®>. However, this won’t be quick or easy as it involves substantial system changes. This includes
innovative models of care, better data collection and use, and provider training. MTA recommends
that the focus of this Inquiry should be on those building blocks to achieve this. Cost cutting
without a value-based healthcare model will simply result in worse patient outcomes and
unanticipated expenditure increases through knock-on effects. The path to sustainability may
require more initial investment, not less.

VBHC can only be successfully implemented if healthcare providers are appropriately incentivised
to take responsibility for the health of the populations they serve. This will promote models of
care that are provided in a timely way in the right setting, rather than waiting for costly hospital
admission. However, the danger of a narrow focus on funding only in this inquiry is that improved
patient outcomes and quality of care may be secondary in any recommendations.

4 Alira Health: Value Based Procurement in Australia Report
5 https://ahha.asn.au/publication/health-policy-issue-briefs/deeble-issues-brief-no-49-roadmap-towards-scalable-value
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1.4 Value Based procurement activities currently in NSW Health

NSW Health is a leader in respect to VBHC implementation. Driven by former NSW Health
Secretary Elizabeth Koff AM, and continued under its current Secretary, Susan Pearce AM,
examples include the Leading Better Value Care and Commissioning for Better Value program.
NSW Health have also commenced an initiative with a Value Based Procurement focus, with the
HealthShare NSW procurement team having developed a statewide orthopaedic hips and knees
contract, that came into effect on March 1, 2022°. The procurement team collaborated with
clinicians, service managers and suppliers aiming for NSW Health to have the greatest value
products and services available to support best patient outcomes and experience.

However, medical device suppliers have noted there is little engagement with the medical
technology industry on NSW Health’s VBHC initiatives. Furthermore, industry members have also
reported there is little awareness among LHDs and public hospitals of the value-based offerings in
HealthShare NSW’s hips and knees contract. Even though the opportunity is published on the NSW
health website, this has not translated to adoption at the LHD level. Recently there have been
media statements by the co-chair of the Surgical Care Taskforce, Prof Neil Merrett, that the
Taskforce is trying to reduce the time spent in hospital for patients undergoing joint replacement
procedures’. Given there is already a statewide contract with this offering available for public
hospitals to take up, there is an opportunity to use a valued based procurement approach to
address this challenge, but it would require engaging with the LHDs and the medical technology
industry to help the Taskforce achieve its objectives.

As an additional point, NSW Health should also examine opportunities to use real world evidence
gathered from existing health registries as sources of health outcomes data for value-based
procurement activities. An example would be the Australian Orthopaedic Association National
Joint Replacement Registry (AOANJRR) which collects a defined minimum data set allowing for
outcomes to be determined on the basis of patient characteristics, prosthesis type and features,
method of prosthesis fixation and surgical technique used.

Given the fact that NSW Health is a leader in the VBHC space, it means it can adopt a
comprehensive procurement stream into its VBHC program to examine opportunities to apply
value-based procurement approaches. This would involve systematically integrating VBHC into the
purchasing process to achieve improved patient outcomes as well as help eliminate waste and
inefficiencies in the system.

6 Value Based Healthcare Case study: Embedding value based healthcare in procurement of orthopaedic hips and knees

statewide contract: https://www.smh.com.au/national/nsw/joint-replacements-could-become-day-surgeries-to-cut-down-on-
backlog-20231025-p5eetf.html

7 Joint replacements could become day surgeries to cut down on backlog, https://www.smh.com.au/national/nsw/joint-
replacements-could-become-day-surgeries-to-cut-down-on-backlog-20231025-p5eetf.html
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1.5 Establishing a Value Based Procurement Community of Practice

For Value Based Procurement to maximise its success in the NSW context, there needs to be a
clear directive and authorisation for NSW Health to be more open to collaborating with the
medical technology sector to co-delivering solutions that address ongoing structural health system
challenges.

In October 2023, the MTAA launched a first of its kind report into Value Based Procurement?.
Developed by Alira Health, who have supported VBP initiatives in Europe, the report looks at how
value-based procurement (VBP) can be used to achieve better value for the spending the health
system invests into medical technology to improve patient outcomes and help eliminate waste
and inefficiencies. A copy of the report has been attached to this submission.

A key recommendation of the VBP report is the establishment of a VBP Community of Practice,
which is a multi-stakeholder collaboration that shares best practices and develops healthcare pilot
programs that emphasise the measurement and improvement of health outcomes and total cost
analyses.

The mission of the Community of Practice would be to enable a multistakeholder Australian health
procurement environment that ensures health-related outcomes are the primary criteria for
tendering decisions. The tendering decision-making process should draw input across all key
stakeholder groups, including clinicians, healthcare providers, patient groups, payers, policy
makers, industry, and procurement leaders.

In accordance with all procurement and anti-competition law considerations, the activities of the
Community of Practice will enable knowledge sharing among all stakeholders. This can be done
through learning sessions from VBP Pilot Programs, information sessions in the form of online
webinars, face-to-face mini-workshops, other knowledge-sharing sessions and conferences, and
the creation of tools and materials to guide VBP dialogue.

Recommendation: That NSW Health commits to a procurement stream in its VBHC program and
leads the establishment of a Community of Practice that focuses on Value Based Procurement
bringing together physicians, providers, patients, industry, payers, policy makers, and
procurement.

8 Alira Health: Value Based Procurement in Australia Report
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1.6 Healthcare solutions that could be incentivized using Value Based procurement

A government led Community of Practice will allow the sharing of examples where value-based
procurement is being implemented and resulting in financial savings to the healthcare system.
MTAA have provided two examples that illustrate the types of healthcare services that could be
procured using a value-based approach.

Case Study 1: Caredtoday program

The Caredtoday program was a partnership between Johnson & Johnson MedTech at St
Vincent’s Hospital which aimed to reduce hospital length of stay (LOS) while maintaining patient
health outcomes!. This was especially important given the backlog of elective surgeries in
Australia due to the pandemic. The program included pre-operative and post-operative
education, assessing and addressing the inefficiencies present in the management of
procedures with the clinical team, simplifying at-home patient care, and standardising wound
closure product to ensure optimal support of the surgical site incision to reduce the risk of
infection.

The primary outcome of the program was the average hospital LOS for total knee replacement
surgery reduced from 3.95 to 2.75 days, and 5.41 days to 3.44 days for total hip replacement
surgery. The program has been found to reduce hospital stays by 1.2 fewer days for total knee
replacement surgery and 1.97 fewer days for hip replacement surgery. The value the program
generated came from financial savings from reduced hospital LOS, reduced risk of
complications, and post-operative rehabilitation.

Part of the program’s success was because it was part of a long-term partnership between the
hospital and the MedTech supplier. J&J didn’t simply write the orthopaedic department a
report with recommendations but worked with the clinical team and were invested in achieving
the same goals as the hospital.

More efficient processes through programs such as Cared4today means patients can go home
earlier, and patients waiting for procedures will be able get treated faster. The more suppliers
and hospitals can support clinicians to free up their time which they can spend with patients,
that’s delivering value beyond the product

While a small sample size, the results of this program present an opportunity for further
expansion of initiatives where MedTech suppliers and hospitals are able to work together to
achieve agreed outcomes that deliver improved outcomes for patients and improve system
efficiency.

10
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Case Study 2: Preventing surgical site infections

Healthcare providers are always looking at ways to reduce patient safety risks associated with
clinical procedures. An example of how a value-based approach to procurement could contribute
to achieving that objective is through measuring the impact of adopting medical technology that
reduces the occurrence of surgical site infections.

Surgical Site Infections (SSI) account for about 15% of all healthcare-associated infections®. This is
consistent with IHACPA’s National Benchmarking Portal' which reported 12% of NSW’s 10,700
Healthcare associated infections in 2020-21 were surgical site infections. SSls result in patients
spending more time in hospital, more time in pain and discomfort, more time away from their
families and work, and they cost the health system for the extra time and treatment needed as part
of their avoidable and extended hospital stay.

Australian and international guidelines recommend the use of antimicrobial sutures to improve
outcomes for patients and surgeons by reducing the risk of SSls, including the National Health &
Medical Research Council, and the World Health Organisation. A single hospitalisation involving an
SSI can cost up to $42,102 (AUD) in extra costs?.

The Grattan Institute has found that a patient’s risk of developing a complication varies significantly
depending on which hospital they go to. If all hospitals were as safe as the safest 10 per cent, Grattan
found there would be savings of $1.5 billion off the health spend every year?.

A VBP approach to purchasing wound closure products, therefore, could include an outcomes based
activity, where suppliers are invited to demonstrate how their products and services (including
training) could, for instance, reduce SSl rates to a level ensuring all hospitals are as safe as the safest
10 per cent, and then held accountable for achieving the outcome in the contract. Rather than
simply purchasing wound care products, this would enable hospitals to monitor and measure the
impact on the use of a medical technology to deliver safer surgical procedures, and measure the
benefit to patients, hospitals and reducing the overall healthcare spend.
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2.1 Digital health’s role in Value-Based Healthcare

Asrecognised in the recently released MTAA digital health report “Digital Health: Breaking Barriers
to Deliver Better Patient Outcomes” digital health is a strategic priority for MTAA, which will help
overcome existing funding challenges and unlock value-based approaches within the NSW health
system.

Medical technology innovation has evolved rapidly, and traditional medical devices have
combined with a range of technologies including next generation robotics, advanced imaging
and visualization, data and analytics, artificial intelligence and machine learning.

This means that medical technology is enabled to deliver value beyond the traditional medical
device product for health services, including pre-procedure planning and patient risk stratification,
and being embedded more in the efficient running of health services, including being involved in
case management and scheduling.

The benefits and opportunities of using digital health in healthcare delivery were evident during
the pandemic with the rapid adoption of telehealth services. These types of services are useful for
preventative management and rehabilitation of patients in non-acute settings that have chronic
conditions. The ability to treat patients out of hospital long term unlocks value by reducing the
public hospital admission load while giving patients the option of being cared for at home,
enhancing their quality of life for patients and their families.

To deliver the promise of digital health and connected technology, it is imperative that NSW
Health continues to invest in its digital health agenda, and works closely with MedTech
companies to ensure there is robust connectivity with, and between, all elements of the
healthcare ecosystem with a seamless, interconnected network that meets surgeons workflow
needs, improves patient outcomes and experiences, and makes healthcare and surgery much
more efficient and cost effective.

2.2 Opportunities for NSW Digital Health to support Value Based Healthcare

There are currently initiatives already underway in NSW that can help in the adoption of Value
Based Healthcare. One example involves eHealth and the service delivery arms of NSW Health. As
they mature in their digital journeys, the dedicated Al & data analytics team could promote their
capabilities and work with LHDs to deliver desired programs. As service needs change to meet
population changes (ageing, increasing chronic disease) so must the data analytics needed to meet
the specific challenges faced by LHDs. Having a centralised Al & Data Analytics Team will ensure
that where possible, process and data can be reused. E.g. using Al to predict patient populations
at risk allows service delivery to change as needed.
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Another example is the NSW Health Digital Front Door app for employees. This is an integrated
system that includes a parking access card, meals payment, security access, rostering requests and
changes, leave requests, rotation requests and other self-service tools, including training due,
registration reminders and other legal requirements (e.g. Working with Children).

Another opportunity involves the NSW government investment in critical digital health
infrastructure. A recent example of this is the NSW Health signing of a contract with Epic Systems
to develop the Single Digital Patient Record (SDPR). The SDPR will deliver a state of the art, secure
digital record keeping platform that will transform the digital systems that NSW Health staff use
every day to deliver care. These types of investments will enable the provision of Value Based
Healthcare by having infrastructure that collects and analyses data enabling clinicians to adjust
treatment pathways to ensure that ultimately patient outcomes are improving.

Value is also created through equity of healthcare with the removal of physical distance barriers
for access to providers and removing the burden for large rural & remote population. Going
forward, there is a need to continue investing in digital health technologies and infrastructure to
help facilitate uptake of value-based healthcare models.

Procurement processes by hospitals and institutions are a critical factor in whether digital health
technologies are effectively paid for. Frequently bought and lower cost items are typically part of
routine contracting and tender arrangements. Digital health technologies are less likely to be in
the latter category and so are not often purchased in a routine way®.

Procurement issues can be broadly grouped into two categories — a focus on cost rather than
value, and processes that are difficult to navigate. There are several drivers for the cost over
value mindset, including pressure for savings, lack of capability to undertake value assessments
or contract for value, funding models that reward lower costs not better patient outcomes, and
systemic inertia. While these factors impact purchasing of all products, digital health technology
is particularly vulnerable because it is often new, may take many different forms, and often
requires integration into wider healthcare delivery and patient management?°,

The difficulty in navigating processes falls harder on digital health for the same reasons.
Purchasers are often creating the process as they undertake the purchase. Furthermore,
knowledge of digital health technologies is often low, particularly among procurement groups.
Purchaser responses are often slow, which is a particular issue given the short cycle times in
digital health technology. This means patients miss out on improved outcomes, while healthcare
systems lose efficiencies that are sorely needed in the current climate??.

° Digital Health: Breaking Barriers to Deliver Better Patient Outcome

10 1bid
1 bid
e
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Recommendation: NSW government continue to invest in digital health programs because high
quality data will drive value-based health care to deliver savings and a more efficient system in
the long term

Recommendation: MTAA recommends the NSW Government to develop key principles for
value-based procurement of digital health technologies.

3.1 Improving existing procurement processes

While embracing new value-based health care models and leveraging digital health will help
address the ongoing financial challenges within the health system, these are longer-term
approaches. In the short term, this Inquiry should also look at improving existing procurement
processes. By improving these processes, this will ease existing financial pressures, unlock value
in the healthcare system, and help support the transition to more value-based healthcare
approaches going forward.

MTAA Procurement Principles

Having an efficient public procurement environmental is vital to ensure that all Australians
accessing healthcare in the public system have access to world class devices. Improved public
procurement processes can reduce the pressure on health budgets, deliver increased value, and
foster development of high-quality products and innovation in local public hospital markets. To
achieve this, reforming the current tender processes can unlock significant benefits for hospitals,
clinicians and suppliers.

NSW Health has been quite engaged with suppliers in terms of addressing procurement
challenges. For example, in our 2023 MTAA Procurement Survey, NSW scored the highest amongst
states and territories in terms supplier experience managing variations, with 43% of respondents
sighting a positive experience. However, respondents did note that over the next 12 months they
were keen for MTAA to work with NSW Health to increase transparency and feedback around
awarded tenders.

To support healthcare procurement leaders, the MTAA have developed guiding principles to guide
all state and territory health procurement agencies towards procurement policy and process
reform that puts patient outcomes at the centre of public health procurement. The MTAA
Procurement Forum, made up of public health procurement experts from MTAA member
companies, developed the principles. The principles which are attached to this submission, are
based around four headings, which are:
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At high level the principles are:

1. Professionalise procurement to ensure the highest standards of procurement practice.
2. Focus on value and outcomes for patients, healthcare professionals and the health system.

3. Pursue genuine partnership between industry and government.

4. Support an environment for healthcare innovation to thrive.

Health Technology Assessment
Another procurement process that should be examined and improved involves the application of
Health Technology Assessment to new medical technologies.

Health Technology Assessment (HTA) is a critical feature of a healthcare system that is
endeavoring to invest in high value care and disinvest in low value care. HTA is related, but not the
same as Value Based Healthcare which typically requires a more pragmatic approach to
assessment and will usually have assessment of outcomes built into its use. However, in practice
they can merge.

The NSW New Technologies and Specialised Services Guideline provides a welcome directive to
NSW Health services on how to evaluate new technologies at the local level or, where required,
at the state level. However, while good in theory, MTAA is concerned that there continues to be
examples of important health technologies which could save money and improve health outcomes
that are not being taken up within the NSW health system. For example, NSW lags the rest of the
country and comparable healthcare systems in adopting Transcatheter Aortic Valve
Implantation(TAVI) as a low-risk alternative to open to treat aortic heart valve disease, a condition
that 97,000 Australians live with!2. TAVI is a procedure to replace a damaged aortic valve using
minimally invasive techniques. The procedure reduces strain on hospital resources due to shorter
procedure length, minimal resources relative to open heart surgery, freeing up hospital operating
theatres and staff for more complex procedures?®3.

While the NSW government did announce an additional $21.6 million funding'# towards patients
with debilitating aortic heart valve disease that can’t undergo open heart surgery through the
High-risk TAVI Supra-LHD Service, NSW patients with severe heart valve disease but with low to
moderate surgical risk are not eligible. This is a missed opportunity to improve patient outcomes
and save costs across the system, given MBS items now exist to treat patients of all risk profiles
with severe symptomatic aortic stenosis in the private sector.

12 Nous Group: Value of MedTech report pg.87
13 Nous Group: Value of MedTech report pg.88

14 NSW Government: Media Release - $21.6 million to build specialist cardiac capacity for patients across NSW
T
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Furthermore, there is some evidence that the process of new technology assessment has stalled.
The New health technologies nominations and updates page shows no updates since 2019 and
reference to several further actions related to assessment that have no evidence of having
progressed. It is short sighted to not assess and encourage adoption of innovation -this process
needs to be reinvigorated. Furthermore, recommendations for adoption of new technology should
clearly come with new funding so that the services are empowered to use the technology and
deliver the system-wide savings and improvements to health outcomes on offer.

NSW Health cannot rely on the Independent Hospital and Aged Care Pricing Authority New Health
Technology Policy process which is only a change to classification system not a guide to using the
most effective technology. New technology is likely to lead to interventions that cannot fit
statistically into the current classification systems for activity-based funding. These kinds of new
technologies and interventions are relatively rare, as shown by the small number of accepted new
technologies in recent years. In the last two years only four new technologies were recommended
for new classifications, all in gene therapy or gene sequencing. All other innovation is deemed to
fall within existing classifications.'>. However, many important new technologies add significant
value within current interventions and are not captured by IHACPA updates. Furthermore, the
IHACPA process for recognising and effectively delivering payments suitable to new interventions
is very slow, with the new funding taking years to be realised.

Recommendation: NSW Government to review MTAA’s Procurement Principles and gradually
adopt these into routine practice

Recommendation: Review and update existing NSW HTA processes for evaluating novel medical
technologies and provide financial incentives to procure newer medical technologies

Conclusion

The MTAA, as the national peak body representing medical technology companies, is in a unique
position to provide the technology and expertise to support the public health system to improve
patient outcomes, achieve greater value from the NSW Government's investment and help
eliminate waste and inefficiencies in the health system.

We see this Inquiry as a once in a generation opportunity to significantly re-think how healthcare
is funded, and innovation nurtured. We know what a difficult environment it is for public health
systems with workforce shortage challenges and increasing demands. We know hospitals want to
implement initiatives that are data driven and evidenced based, that deliver efficiencies and
enhance patient care.

15|HACPA communication
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As an industry we seek to work with the NSW government to address these funding challenges
to improve patient outcomes, quality of care and cost efficiency.

We have put forward a range of practical suggestions to support that objective. We strongly
suggest the Inquiry recommends further implementation of the building blocks for a VBHC/VBP
approach. NSW Health has not fully embraced value based procurement, and if it does, NSW could
enjoy improved outcomes for patients, more efficient healthcare spending which benefits the
overall system. That is why it is a strong recommendation from the MTAA that all stakeholder
groups have a seat at the table to enable the shift to VBHC including the MedTech industry,
physicians, patients, providers, payers, policy makers, and procurement leaders.

A value-based healthcare approach, particularly when coupled with appropriate digital health
initiatives, can deliver better models of care that are provided in a timely way in the right setting,
rather than waiting for costly hospital admission.

There is further opportunity to increase patient access to new innovations and deliver financial
savings for the healthcare system by implementing value-based procurement as evidenced by the
case studies outlined in the body of this submission, and in the attached VBP Report.

Although a broad value-based approach should be the strategic priority, it is also important for
the Inquiry to consider the opportunity to simultaneously improve existing procurement processes
over the shorter term by:

e Adopting MTAA’s guiding Procurement Principles; and
e Examining and improving the NSW HTA process for new medical technologies, and financial
incentives to encourage procurement of novel medical technologies.

Improving these procurement processes could save costs across the healthcare system and
prevent New South Wales patients from continuing to miss out on life-saving innovations that
other states and territories have access to.

Finally, MTAA again commends the Government’s commitment to improving healthcare for New
South Wales patients and we look forward to continuing to play a role in this Inquiry.
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Guiding Principles for Procurement of Medical Technology

Putting patients at the centre of public health procurement

Public health procurement refers to the process by which state and territory government
departments or public hospitals purchase goods or services from companies.

An efficient public procurement environment is critical to ensure all Australians accessing
care in our public hospitals have access to world-class medical devices.

Improved public procurement can help to reduce the pressure on health budgets, deliver
increased value, and foster the development of high-quality products and innovations in local
public hospital markets.

Redesigning the current tender process can unlock substantial shared benefits.

The following guiding principles have been developed to guide all state and territory health
procurement agencies towards procurement policy and process reform that puts patient
outcomes at the centre of public health procurement.

The MTAA Procurement Forum, made up of public health procurement experts from MTAA
member companies, developed the principles.

1. Professionalise procurement to ensure the highest

standards of procurement practice

e Develop consistent best practice processes for tender management across the
procurement agency, including:

o Pre-tender dialogues and market engagement seeking input from suppliers
on tender and contract structure that will best deliver value well in advance of
procurement activity,

o Consistent and easy to complete submission templates,

o Opportunity to debrief on reasons for award decisions, submission quality,
reporting requirements and management of tender process.

¢ Maintain fair, transparent and equitable processes with clear expectations of all
parties; and honour agreed-upon terms.

e Ensure value for money by reducing administrative costs and enhancing efficiency
to ensure suppliers can offer their best price to procurers.

¢ Maintain ethical relationships between companies and health professionals and
ensure value for money is achieved through a genuinely competitive process.

e Ensure tendering document requirements reflect the highly regulated medical
device industry - Eliminate redundant & duplicative terms & conditions and
information requests from tender documents to avoid duplicating the role of the TGA.

2. Focus on value and outcomes for patients, healthcare

professionals and the health system

e Ensure patients have the opportunity to access world-class medical devices
through clear and efficient new technology clauses in contracts.



Broaden focus from lowest price of products to how medtech procurement can
deliver improved outcomes which matter for patients, improve the experience for
clinicians and contribute to the efficiency of the health system.
Multistakeholder collaboration and open dialogue between medical technology
suppliers, clinicians, patient groups and health economics experts to define the
patient and health system needs that these groups can address.
Establish a program of value-based procurement which enables an evidence-
based evaluation methodology for how service and product offering can:

o improve outcomes for patients,

o reduce total cost of care, and

o benefit stakeholders such as health care workers.
Commission expertise to measure the best patient outcomes and the value
proposition of a product, service, or solution.
Adopt a continuous improvement mindset - Procurers can learn from initial value-
based procurement projects and broaden the application over time.

. Pursue genuine partnership between industry and

government

Nurture the relationship between government and medical technology
suppliers to ensure benefits for all parties in the immediate and long term.

Focus on a collaborative relationship, not just consultation — Foster open
communication between parties to allow opportunities to raise and work through
issues.

Procurement & contract staff must be empowered to act to ensure agency and
hospital compliance to contractual obligations and to address issues in an
appropriate timeframe.

. Support an environment for healthcare innovation to

thrive

Create the environment to enable innovation to flourish — Innovation of products,
services and solutions, which can support new treatments and innovative models of
care should be supported and encouraged through tender activity.

Recognise the need to ensure the medical devices industry's long-term
sustainability and its contribution to the Australian healthcare system and improving
health outcomes for patients.

Respecting the confidentiality of contracts and commercial in confidence
information — including when government engages external organisations to
manage procurement activity.
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Executive Summary

Healthcare systems globally are facing critical financial and operational challenges. Australia is no
exception. If left untreated, these challenges will significantly impact delivery, access, and quality of
Australian healthcare. Globally, and within Australia, the funding and financing of healthcare systems has
emerged as one of the greatest public health risks.

With a relatively strong healthcare system, Australia has the opportunity of addressing these challenges.
Australia’s healthcare system is ranked high globally. The average life expectancy is 83.2 years and health
spending is approximately 10.2% of gross domestic product (GDP). This places Australia 11 out of 38 of
the Organisation for Economic Co-operation and Development (OECD) countries and above the median
healthcare spend of 8.05% GDP. 234>8However, despite ranking near the top of global comparisons,
Australian healthcare is at risk of sleepwalking into a major funding, access, and healthcare delivery
challenge.l'”]

Australia had an estimated gross debit of AUD 885.5 billion in April 2022 and nearly 60% of GDP.*' Debt
levels will be compounded by worsening economic conditions including rising interest rates, and the
highest level of inflation in generations. At the state level, this dynamic is arguably most acute in Victoria,
with a larger debt level in June 2022 than the combined total of NSW, Queensland and Tasmania in both
nominal terms and as a share of gross state product. However, the gap is larger now than it is projected to
be in June 2026."

The immense financial pressures are further compounded by alarming demographic factors,
including an aging population, an increased prevalence of chronic disease, both leading to significant
increases in healthcare consumption. Inefficiencies in Australian healthcare are also an area for
concern. Bl There is also the fragmented funding between hospital and general practice restricting
the integration of care. Healthcare spending accounts for approximately 10.2% of overall GDP. With a
strong demographic case for increasing healthcare spending, and with major inefficiencies within the
existing spend, healthcare can be both a potential source of positive change if managed well, but also
exacerbate the problem if left unaddressed.

Value-based healthcare presents a viable solution to this dynamic. Value-based healthcare is a care-
delivery model that measures health outcomes versus the total costs of delivering healthcare: it aims
to improve both patient outcomes and healthcare efficiency. Value-based healthcare ensures the entire
patient pathway is considered, with the patient at the centre of the equation.!"

More specifically, across the patient pathway, procurement and purchasing decisions are made for
services and medical technologies. Value-based procurement ensures health outcomes are the primary
determinants for these purchasing and procurement decisions. If this happens, VBP can be a significant
enabler to VBHC.®" However, VBP is not holistically happening across Australia. This needs to change,
and Australia needs to follow the lead of other countries/regions that are already experiencing success
in VBHC and VBP. Examples include Canada, the European Union (EU), England and Wales. In these
countries, and others, there are examples of how health outcomes have been improved, and total costs
reduced.[9,10,11,12,13,14,15]



This White Paper brings all of these themes together and makes 5 clear recommendations on VBP and
VBHC implementation. This White Paper is substantiated by extensive desk research, and expert interviews
with multiple stakeholder groups and Australian healthcare leaders. Both the research and expert opinions
clearly see VBHC and VBP as an essential solution to rectify the Australian healthcare.

The 5 recommendations are:

Recommendation 1: Build a supportive ecosystem and form a VBP Community of Practice.
Recommendation 2: Build clinical engagement and leadership.

Recommendation 3: RWE to support procurement decisions.

Recommendation 4: Innovative Funding Models and Risk Sharing.

Recommendation 5: Expert Advisory Committee.

This White Paper will discuss the current state of Australian healthcare, why VBHC and VBP are solutions
to a robust healthcare system, offer international examples and best practices, and set forth clear
recommendations for implementation. Above all, this White Paper aims to ensure the medical technology

sector are a part of the solution and seen as a collaborative partner with the massive headwinds facing
Australian healthcare.
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Section 1: Introduction

This report is the narrative behind a 9-month program and research report written by Alira Health and
commissioned by the Medical Technology Association of Australia (MTAA) Value-Based Procurement Group
to understand and map the Australian VBHC landscape.

This report has a double purpose regarding the procurement of medical technologies in Australia. It aims
to set the foundations for a policy change towards VBP for medical technologies (“top-down approach”),
while setting the foundations for a Community of Practice in VBP implementation (“bottom-up approach”).
For more information on this report, please contact the MTAA and/or Alira Health.

VBHC VS VBP: AN IMPORTANT NOTE AND CONTEXT

The reader will notice we have used the terms “Value Based Healthcare” (VBHC), and “Value Based
Procurement” (VBP) somewhat interchangeably throughout this report. The rationale is due to the
nature of the context in which they are used. Indeed, VBHC and VBP are intricately linked.

VBHC: this is defined as the improved health outcomes for patients versus the total costs

of delivering care. Importantly, this is a patient-centric measurement, that spans the entire care
pathway for a patient: from the time a patient enters a care pathway to the point at which they exit
the care pathway.

VBP: across a VBHC care pathway, purchasing decisions need to be made. VBP represents the
purchasing decisions across a VBHC care pathway. Spending may be determined by Policy Makers
through a holistic budget or Payers who determine funding, coverage, and access in accordance
with stakeholder input, and procurement purchases the items to actually deliver the care. All
three are intricately linked, with the procurement decision often being the most critical decision
points for the health technology the patient receives. Therefore, VBP represents the purchasing
decisions that consider the same health outcomes and total cost considerations as the
VBHC care pathway.

What is important is that VBHC, VBP and all the stakeholders involved are collaborating and
engaging in a patient-centric manner, across the care continuum, and measuring consistent health
outcomes and measurement of total costs. Currently this not happening in a structured way,

but we are seeing a groundswell of initiatives to move towards a VBHC approach. Australia is no
exception, the question is not whether VBHC, and by definition VBP, is appropriate, the question is
how do we accelerate this.

One final note: many discussions have been had on whether procurement should define care pathway
decisions, or care pathway decisions should define procurement. This somewhat misses the key point
of VBHC and VBP: they should both be in collaborative dialogue to inform each other. Physicians

and providers define the care pathway, payers, providers and procurement define the total costs
associated with care. All stakeholders then define the'appropriate value for their health ecosystem:
how to improve health outcomes and how.to balance the total costs of delivering care for patients.

VBHC represents the entire care pathway, VBP represents the purchasing decision across
that care pathway. VBP is therefore a subset of VBHC, both are interlinked, and both require
multistakeholder collaboration to fully deliver healthcare to Australians.




The report embeds five key themes, summarised below:

1. Healthcare systems are on the brink of a financial and operational crisis

Healthcare systems globally are on the brink of financial and operational unsustainability ['3® The
demand for healthcare is rapidly outpacing supply and the resilience to withstand future critical demand
spikes (e.g., COVID) is uncertain. The Australian healthcare system is not immune to these pressures

as demonstrated by increasingly limited access to care by underserved populations, high out-of-pocket
costs, delays in accessing urgent care after hours, delayed information sharing across care settings, and
long waiting lists for elective care. One of the primary causes are the extreme financial pressures on the
healthcare system due to increased debt, worsening economic conditions, changing demographic factors
and non-demographic factors. A systemic approach to addressing these challenges needs to be adopted.
Pricing cutting and "quick-wins” will not solve the issues.

In April 2022, Australia had an estimated gross debt of $885.5 billion, the highest level since the 1950s
and these debt levels are only being compounded by worsening economic conditions, including rising
interest rates, and the highest level of inflation witnessed in generations. At the state level, this dynamic
is arguably most acute in Victoria, with a larger debt level in June 2022 than the combined total of NSW,
Queensland and Tasmania in both nominal terms and as a share of gross state product. However, the gap
is larger now than it is projected to be in June 2026."

It is estimated that 5.1% of Australian healthcare spending is on medical technologies.'"¥ The remaining
94.9% is spent on the provision of care (hospitals, staff, and operational elements of healthcare), and
pharmaceuticals. Cost containment measures set up in place by healthcare systems to combat the
challenges described above only add to price pressures for medical technologies. Even with the most
aggressive cost containment and cost-cutting measures on medical technologies, it will not come anywhere
near to solving the issues. Rather, the estimated 5.1% of spending on medical technologies should be

seen as an enabler to drive the efficiency gains in the remaining 94.9%. The move towards VBHC and VBP
supports this. Alira Health, in collaboration with the MTAA has prepared a dedicated report that quantifies
the difference the medical technology sector makes to the lives of Australian patients, the healthcare
workers, the healthcare system and overall economy. The report is can also be considered in the context of
the "Value of MedTech” report also produced by the MTAA. This report brings to light the significant value
and contribution of medical technologies in Australia, particularly to Australia’s healthcare system, industry
development, employment and the wider economy.??



2. Medical technologies and value-based healthcare can be solutions to healthcare challenges

Value-based healthcare, and medical technologies present a viable solution to this dynamic. Value-based
healthcare is a care-delivery model that measures health outcomes versus the total cost of delivering
healthcare: it aims to improve both patient outcomes and healthcare efficiency. Value-based healthcare
ensures the entire patient pathway is considered, with the patient at the centre of the equation.!"! Medical
technologies often have benefit that continues to occur long after it is used, for example diagnostics,
which impact up to 60 - 70% of all downstream decision making, or robotic surgery which can be seen as a
platform that can concurrently serve multiple interventions and uses.

More specifically, across the patient pathway, procurement and purchasing decisions are made for
services and medical technologies. Value-based procurement ensures health outcomes are the primary
determinants for these purchasing and procurement decisions. If this happens, VBP and medical
technologies can be a significant enabler to VBHC.>'® However, VBP is not holistically happening across
Australia. This needs to change, and Australia needs to follow the lead of other countries/regions that are
already experiencing success in VBHC and VBP. Examples include Canada, the European Union, England
and Wales, 2101112131415 |n these countries, and others, there are examples of how health outcomes have
been improved, and total costs reduced. Given that approximately 70% of all medical technologies reach
patients through some form of procurement decision, ensuring the correct procurement evaluation criteria
is vital for the medical technologies sector.”'™ There are challenges that emerge, including payment

and funding risks, timeframes, outcomes measurement, cost calculations, and determining incremental
improvement and savings associated with VBP. However, these challenges can be overcome through
collaborative dialogue with all stakeholders.

3. An international movement towards value-based healthcare is well underway

Many countries have already initiated the shift towards value-based healthcare, AND, value-based
procurement. There are numerous case studies, examples, and organisations to share knowledge on
these pilot programs. Through the selection of five case studies on VBP from around the globe, we have

highlighted how other countries have enjoyed success, which can be translated to the Australian context.
[9,10,11,12,13,14,15]

Case Study 1 discusses the Value-Based Procurement Community of Practice in Europe. This was initiated
in 2017 and designed to provide a networking platform for the exchange of expertise, experience, and
initiatives. In fact, this is the thinking behind the recommendation for an Australian VBP Community of
Practice. Founding members include leading procurement organisations, such as the European Health
Public Procurement Alliance (EHPPA), and the European trade association; MedTech Europe. Several
successful pilots have been undertaken and continue to be scaled up.>'®

Case Study 2 shows an infusion pump tender from the University Hospital in Sweden that clearly highlights
how a technology with superior outcomes costs significantly less than a lower-priced alternative. It
showcases with numbers how in VBP the most economically advantageous supplier can win a tender.['?

Case Study 3 focusses on the journey and the learnings from a VBP tender for a faecal incontinence sacral
nerve stimulation implant in Wales.['?!

Case Study 4 shows an overview of results obtained with VBP in cardiac care in Canada.'¥

Case Study 5 is an example from the National Health Service (NHS) in England regarding trays to avoid
catheter-associated urinary tract infections. These trays were rolled out NHS-wide after a successful pilot in
one hospital group.l'™

Levering an international example set, Australia could rapidly deploy value-based initiatives; however, the
coalition of the willing partners needs to be established.



4. Collaborative dialogue and a multi-stakeholder approach is a requirement for success

Globally, and within Australia, financial and operational silos and hierarchies are one of the greatest
challenges to healthcare reform. In order to successfully implement change, all stakeholders, including the
medical technology sector, need to be included. Internationally, and within Australia, all stakeholders can
be grouped into the categories shown in Figure 1. There are numerous sub-categories, but it is vital that
the following groups are engaged in discussions on healthcare improvement:

8 &

Payers Physicians

&

(Eré’s\’i?tea::) Value-Based Patients
P Procurement
Procurement Policy makers
MedTech
Industry

Figure 1. Stakeholder Groups Engaged in Discussions on Healthcare Improvement

1. Policymakers: VBHC and VBP can help to achieve policy goals, such as improved population health
and reducing costs.

2. Physicians: Focus on outcomes in VBHC/VBP is aligned with how healthcare should be organised and
helps physicians to focus on what matters most. Physician choice in technology selection is essential.

3. Providers: VBHC/VBP looks at the care continuum addressing care fragmentation. Opportunity to
reduce costs, reduce waiting times, readmission rates and enhance manufacturer relations.

4. Patients: VBHC/VBP helps to increase high-quality, patient-centred care by aligning incentives with
patient outcomes.

5. Procurement: Complicated procurement process with various criteria each with their values in different units.
6. Payers: Only pay for true value and outcomes, while reducing the spending on unnecessary or

less effective care. Complicated role in translating requirements from all stakeholders in fair and
transparent criteria.



This research report incorporates this multi-stakeholder approach.

An extensive deep dive, state-by-state, and stakeholder-by-stakeholder, to understand the VBHC and VBP
landscape in Australia was undertaken through primary interviews and desk research. The willingness and
readiness of Australian federal and state stakeholders to move forward on VBHC and VBP were assessed. Overall,
the interviewees from the different stakeholder groups were broadly aligned on the following three items:

> Long-term financial sustainability of the Australian healthcare system is at stake.
> There was broad alignment in VBHC as a solution.
> There was agreement on the strategic importance of the Medical Technology Sector.

At the national level, the NHRA 2020-25, embeds language consistent with value-based healthcare. The
NHRA 2020-2025 introduced six long-term health reform principles, of which two relate directly to value
(Nationally Cohesive Health Technology Assessment and Paying for Value and Outcomes). Given the
similarities, the role that VBP plays in purchasing decisions across a VBHC continuum, VBP would be highly
supportive of the National Health Reform Agreement (NHRA) policy.!"8

Key findings from the research suggest that at the state level, the frontrunner regarding VBHC initiatives
is New South Wales (NSW). However, concerns have been raised about the lack of medical technology
sector input to NSW initiatives. Victoria has a globally renown VBHC approach with the Dental Health
Services Program. In addition, VBHC is included in the Transport Accident Commission Strategy 2025, that
has actively called for pilot programs. As well, Queensland has several initiatives regarding VBHC and a
publicly shared example of VBP (see section 4). Interestingly, the disconnect between acute (public and
private) and primary care systems and a lack of trust between stakeholders are critical barriers to VBHC
implementation.

From a stakeholder perspective, VBHC is a frequent topic of discussion among those willing to move

this forward, but despite the policy language at the national level there is no system-wide leadership
commitment to a VBHC or VBP transformation. Moreover, VBP is significantly less well-known among the
interviewees, and many felt VBHC initiatives were not related to VBP.

Regardless, Australia is well-placed for the shift towards VBP because it has mature procurement processes
and frameworks. Where procurement in Australia, and many other developed countries, is significantly lacking
is embedding improved health outcomes into the primary criteria for successful tenders. It is these health
outcomes that should be the primary metric for health system performance. The majority of stakeholder
interviewed agree with this approach, but a more robust tactical implementation ecosystem is needed.

5. Experts agree on VBHC and VBP implementation, although a strong “call to action” is needed

Experts interviewed have identified how the global healthcare challenges are relevant to Australia, and they
generally agree that a more systemic measurement of improvement in health outcomes and total costs are
essential going forward.

Alira Health has conducted interviews and found that Australian health stakeholders want to see VBHC
implemented more in Australia, and that the Australian healthcare system has the systems and processes
required to adopt VBHC and VBP but is currently missing critical pieces. Some key enablers, based on the desk
research and validated by the expert interviews suggest the following for a way forward:

1. Establishing a Community of Practice to enable a knowledge transfer in VBP implementation.
2. Ensure a strong clinical input and alignment with VBP initiatives.

3. Enable a robust RWE environment and decision-making process.



4. Link VBP initiatives to innovative payment models to appropriately incentivise stakeholders.
5. Establish an Expert Committee consisting of Australian and International thought leaders.

Other themes that emerged included the rapidly increasing role of environmental sustainability in
healthcare procurement decisions. The linking of value-based initiatives to the health technology
assessment (HTA) agenda and ensuring the considerations of Aboriginal and Torres Strait Islander
populations in the prioritisation of healthcare reform.

Australia has a very strong HTA process, and is regarded alongside Canada and England in terms of robust
methodologies. Therefore, there is a valid question about the role of HTA and VBHC in healthcare decision
making. HTA can be defined as “a multidisciplinary process that uses explicit methods to determine the
value of a health technology at different points of the lifecycle. The purpose is to inform decision making
in order to promote an equitable, efficient, and high-quality health system.> Given this definition, HTA
and VBHC can guide each other, but there are material differences that should be emphasised. HTA often
provides an “economic” assessment, not an “accounting” driven one. HTA often looks at cost effectiveness
and opportunity cost at a discrete point of the patient pathway or product lifecycle, and not the costs
across the entire patient pathway as is the case for VBHC. However, where the two can support each other
is in the similarities. Both VBHC and HTA attempt to measure some form of health outcome or cost, and
both extend that measurement beyond just health outcomes and costs, to include societal value and lever
physician input. Where healthcare arguably needs the most support, is across the silos and hierarchies of
healthcare “accounting” and costing not the “economics” and opportunity costs of healthcare. By definition,
procurement operates as a form of multi-criteria decision analysis (MCDA), levering concepts from more
from an accounting perspective than an economic one. This makes procurement an ideal place to address
healthcare costing challenges. Overall having some contribution of both perspectives certainly help in
healthcare decision making.

To enable these strategic agendas, it is the strong recommendation of the MTAA and of organisations
globally, that all stakeholder groups have a seat at the table. Ensuring patient outcomes are at the heart of
healthcare decision making, with procurement included, would represent a major step forward in enabling
these themes.

RN BRI
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Section 2: Methodology for the Assessment of the
Australian Value-Based Procurement Landscape

In January 2023, the MTAA commissioned Alira Health, a healthcare advisory firm, to conduct an extensive
assessment of the Australian value-based procurement landscape. This project consisted of four modules.
This project was initiated through the Procurement Working Group and had the two-fold objective of:

i. VBHC & VBP Readiness: Undertake a quantitative and qualitative assessment at the state and territory
level that can provide a baseline assessment to engage in VBHC and VBP initiatives.

ii. Solution-driven Recommendations: Lever the quantitative and qualitative research as a foundation
for the creation of strategic recommendations on how to expand the implementation of VBHC and VBP
initiatives. These recommendations have the higher purpose of ensuring industry participants are part
of the solution in rectifying the challenges facing Australian healthcare and represent a call to action for
collaborative dialogue across all stakeholder groups.

Module 1 aligned all participants of the MTAA Value Based Procurement Working Group on the objectives and
direction of the research and to aggregate the existing knowledge base on VBHC and VBP across Australia.
Module 2 expanded this knowledge base through extensive desk research, and included a more robust
assessment across each of the six stakeholder groups. Module 3 conducted expert interviews that followed

a structured interview guide and validated both the member input and desk research. Module 4 synthesised
the desk research and expert interviews into a set of strategic recommendations, background research report,
and this White Paper. It is intended that the findings of this assessment be presented and shared at external
conferences and meetings.

Alira Health has conducted this research by levering a proprietary value framework that incorporates
the findings of expert interviews to share perspectives of the key stakeholder groups. Specifically, these
stakeholder groups can be further sub-divided, but can be aggregated as the 6 P's:

1. Physicians: Doctors, nurses, clinicians and experts delivering individual care to patients.

2. Providers (hospitals and hospital groups): the facilities providing the place of care.

3. Payers: individuals and organisations paying for the care.

4. Policy Makers: individuals providing the policy frameworks to enable the decision frameworks for access.
5

Procurement: individuals determining what services and solutions are paid for based on tender criteria,
often with a provider- or payer-defined budget.

6. Patients: individuals for whom healthcare systems are designed for and benefit from care.

An important consideration for the methodology of this project, and forming the proposed recommendations,
is that it is broadly acknowledged that healthcare systems globally are broken. Systems need a rethink. The
recurring challenges of organisational hierarchies and silos, both clinically and financially, represent a material
challenge to improving healthcare. They are a recurring challenge.

A major goal of this assessment is to ensure that industry is seen to be part of the solution to resolving
Australian healthcare. Being part of the solution includes seeking objective input from all key stakeholder
groups, across all states and territories, and the modus operandi moving forward is collaborative dialogue.
This is an essential foundation for all stakeholders to consider if Australian healthcare is to be rectified.

No single stakeholder can do this alone, and industry representatives are prepared to play an active role.
Therefore, a core methodology embedded in this White Paper is that all stakeholders across all participating
states and territories have a voice and are included. This White Paper aims to foster a culture of trust

and collaboration to ensure all stakeholders are focused on improving health outcomes for patients and
improving the efficiency of healthcare delivery.
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Section 3: Statement of Issues and Solution
(Global and Australia)

Healthcare systems globally are under immense pressure to deliver on their mandate of ensuring the
health of the populations they serve. Demographics and morbidity criteria alone have led to a massive
imbalance between healthcare demand and supply. Factor in the legacy stress and burnout placed on
healthcare workers and health systems due to the COVID 19 pandemic, and there is a supply-demand
imbalance that could have consequences far beyond the healthcare sector. The great challenge for
healthcare systems is to meet the increased demands of healthcare consumers in a fiscally constrained
environment. This worsening supply and demand imbalance is the core of the issue. The result are
healthcare systems globally that are on the brink of financial and operational unsustainability. Australia is
no exception to this dynamic.

The Australian healthcare system is generally recognised as one of the best in the world. It is based on
the Beveridge model which emphasises tax-funded healthcare and equality for citizens. From a funding
perspective, the Australian healthcare system is based on a complex structure of funding arrangements
through the national, state, and territory governments . National and state government funding supports
the majority of healthcare, including 80% of hospitals and 62% of primary health expenditures.! In
Australia, the private healthcare system is very robust and serves a large portion of the population.
According to APRA figures, as of December 2022, 45.1% of Australians (11.86 million people) have private
hospital cover. 55.1% of Australians (14.41 million people) have private extras cover. An estimated total of
$19.1 billion was spent on private hospitals in 2020-2021.1"%]

From an outcomes and expenditure perspective, the average life expectancy is 83.2 years, with health
spending equating to 10.2% of the GDP. This places Australia 11 out of 38 of the OECD countries and above
the median healthcare spend of 8.05% GDP.[228 Australia achieves these outcomes cost-effectively when
compared with many of its counterparts. An overview of the health spending flows can be seen in Figure 2.

Source of funds Flow of funds Area of expenditure
Australian Government Ho;pitals
$94,386 million (42.73%) $89,654 million (40.59%)

Primary health care
State and territory governments $73,398 million (33.23%)

$61,601 million (27.89%)

Referred medical services

Other services
\ $15,233 million (6.90%)
Health Insurance Funds 3

$18,038 million (8.17%) A\

-
Research
\k $6,858 million (3.10%)
Other non-government

$13,712 million (6.21%) $1C13$g3alne1?<lﬁ§2¢zistgqe0/ﬁ)

Individuals
$33,156 million (15.01%)

Figure 2. Broad Health Spending Flows (2020-2021) - AIHW Health Expenditure Database!®
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Despite this high OECD ranking, the Australian healthcare system is not immune to the fundamental supply
and demand pressures experienced globally. These pressures materialise as limited access to healthcare,
high out-of-pocket costs, delays in accessing urgent care after hours, delayed information sharing and long
waiting lists for elective care.l'”!

Funding levels and financial pressures on healthcare are exasperated by increased debt (Australia had
an estimated gross debit of AUD885.5 billion in April 2022, the highest level since the 1950s)#, worsening
economic conditions (e.g. growing interest rates, an 11-year high was reached in June 2023%, and 7%
inflation?"), and changing demographic factors (e.g. aging population, increased prevalence of chronic
disease) and non-demographic factors (e.g. increased healthcare consumption).

A mix of annual spending caps that is lower for low-income individuals intended to address income-related
equity has resulted in cost-related access problems for higher-income residents.*¥ Informational asymmetry
between patients and health service providers has also made coordinating patient care difficult and
hampered efficiency. With a strong demographic case for increasing healthcare spending, but hampered by
widespread inefficiencies, maintaining the current level of healthcare and improving it over the next decade
will present major obstacles.

Another cause is the inefficiencies in the

healthcare system. The ACQSHC, for example,

found over 330,000 potentially preventable
hospitalisations from 2017 to 2018, with massive

variations in rates across Australian regions. Despite the universal health

®l Inefficiencies arise from limited integration system in Australia. there are
of pathways of care and are exacerbated by !

fragmented funding between primary and a lot Of ineqUitieS in access
secondary care. There is growing concern among and outcomes, part/'cu/ar/yfor

policy makers, providers, and academia that the inAi ; "
Australian healthcare system in its present form the mdlgenous pOpU/GtIOI’).
is unsustainable. This is even more extreme in
the underserved indigenous communities. As
discussed by Prof. Cutler et. Al., there is a concern
among policymakers, providers, and academia
that the Australian healthcare system as it

Christobel Saunders,
Professor, Head of the Department of Surgery

currently runs is not sustainable.!'”]

Medical technologies have a key role to play in managing these inefficiencies. Medical technologies play a
vital role among all stages of disease: prevention, screening, diagnosis, treatment/intervention and follow-up.
Medical technologies bring value in the organisation of care and provide broad social benefits (e.g., patient
advocacy, environment and sustainability initiatives, etc.). In Australia, 17,000 people are employed directly
for medical technology-related work and the contribution of the industry to the GDP was AUD5.4 billion (in
2021 and 2022).2

In 2020 and 2021, Australia spent a total of AUD220.9 billion on healthcare.®! It is estimated that
approximately 5.1% of healthcare spending goes to medical technologies.! The remaining 94.9% is spent
on other areas of healthcare, including basic operational provision of care, including hospitals, staff,
pharmaceuticals and service provision. The spending on medical technologies is a relatively small percentage
of the entire equation and yet, receives immense price pressure from procurement bodies. Given that a
significant portion of healthcare innovation comes from medical technologies, such price pressure can
begin to impact innovation. The NHS in England has clearly articulated that prices can only go so low
before the savings are not material, and innovation for patients suffers. Even with the most aggressive cost
containment, cost cutting on medical technologies will not solve the issues. Rather, the narrative should be
that the right spending in the 5.1 % medical device budget can help drive efficiency gains in the remaining
94.9%. The move towards VBP aims to help procurement identify this right spending.

When we look outside of Australia there are some significant VBHC and VBP learnings that can be gleaned.
Levering the international experience highlights examples that Australia can use to mitigate the extreme risks
healthcare is facing. Some examples are listed below.
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Five International Examples of Value-Based Procurement:

Case Study 1: The VBP in CoP In Europel®'

In 2017, MedTech Europe initiated a VBP CoP that was designed to embed clinical and economic outcomes
more fully into the healthcare procurement process.”' This community of practice provides a networking
platform for an exchange of expertise, experience, and initiatives. Along with leading procurement
organisations, such as the EHPPA, MedTech Europe are founding members. Several successful pilots have
been undertaken and continue to be scaled. Some systems, such as the NHS in England have mandated
that their entire supply chain include health-related outcomes and employ non-price driven tenders.'!
Other health systems such as the Hospital Clinic in Barcelona, the NHS in Wales, the Charité in Germany,
and L'Assistance publique-hépitaux de Paris (AP-HP) in France, all have dedicated multi-stakeholder teams
to enable VBHC delivery models.

Similar to the NHRA and Commonwealth Procurement Rules (CPRs) in Australia, the European Directive
2014/24/EU was introduced in 2014. This provided the Most Economically Advantageous Tender (MEAT)
policy framework to enable procurement decisions that were considered across the produce life cycle,
and not price only. Australia, using its own policy language, can enable a similar approach. The MedTech
Europe CoP used this as a foundation for ensuring a VBP approach.

Using this policy foundation, the VBP CoP members and the partner organizations conduct various
activities detailed further in Figure 3:

VBP tool Publications and awareness materials

. & e
Case study library Y Awareness events

FAQs ? @ Engage stakeholders

@ Training and Enablement

Support VBP
adoption
to change

procurement

VBP case studies

VBP starter guidance %

@5@ Coaching

Educational material

. i)
Readiness assessment ;@

Collahorate

Project/grant support é“‘ Thematic seminars
o. @

Online expert
community

Figure 3. Activities by the VBP Community of Practice in Europe
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For several years, the European Commission has been exploring the potential of VBP as a tool for
increasing the financial sustainability of healthcare systems. Since the adoption of the new Guidance on
Public Procurement for Europe in 2018, there have been various initiatives looking at how VBP can:

> Increase the integration of innovative solutions in healthcare systems.

> Accelerate research and innovation in areas of pressing healthcare urgency.

> Improve European regions’ investments in healthcare.

> Respond to the new questions arising from the impact of healthcare on the environment.

> Initiate new healthcare opportunities through the opening of public procurement
markets outside of Europe.

> Enhance small and mid-size enterprise participation in public procurement.

Through this CoP, various pilots on VBP have been undertaken. These have demonstrated that VBP can
bring benefits across four domains:

1. Outcome-Driven Approach: Focus is on optimising outcomes, rather than more short-term price/
volume discussions. Data collection behind the outcomes as a backbone for continuous evaluation and
improvement. An example is in a region of Southern Denmark that started risk-sharing around patient
outcomes when purchasing knee replacements. This led to reduced patient hospitalisations, reduced
readmissions 30 days after discharge and improved patient-reported outcome measures (PROMs) 1 year
after surgery.

2. Patient-Centric: The focus is on select suppliers that prioritise patient needs and preference as
measured by the impact on patients. Examples include the Netherlands where Zilveren Kruis procured fully
integrated solutions for cataract care. This led to reduced total cost of care and a better patient experience.
There are also regional examples across countries in Europe, including RITMOCORE, a Public Procurement
of Innovation (PPI) project by the EU. This moves away from conventional purchasing of devices
(pacemakers) to an innovative service provision. This has led to a significant increase in telemonitoring.

3. Cost-Effective: Pricing and cost are a critical component of VBHC and VBP. However, instead of a
relentless focus on just price, pilots encompassing cost effectiveness considered the total care pathway
and long-term costs. This led to optimised resource allocation through procuring the right solution for the
desired outcomes across the care continuum. Examples in the United Kingdom include England, where
there are multiple examples in the English NHS where reduced hospitalisation rates (cardiac), overnight
stays (parotid surgery), operating and recovery time (urology), patient flow, infections, and variations were
considered. Longer-term cost avoidance, not only cost minimisation, were considered in the procurement
process. In addition, in NHS Wales, where anticoagulant point-of-care tests were procured through an open
procedure leading to reduced emergency room admissions.

4. Discussion around holistic value including health system value: Value discussions were conducted
that incorporated clinical outcomes, quality, safety, patient preference, clinician preference, sustainability,
and cost, which was already a big step forward. However, this was taken even further to include system
value. An example was in Norway where VBP was used to break-up a high concentration of orthopaedic
suppliers. Three suppliers were selected per sub-category. This helped hospital providers keep flexibility on
pricing, while enabling more suppliers to aggregate Real World Data (RWD).
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Relevance for Australia

This is a clear example of where a legislative need drives a multistakeholder change in healthcare. Levering
multistakeholder best practices, and supported by industry, the MEAT procurement directive in Europe
was adopted and turned into a value framework for discussion with stakeholders. Health outcomes were
put at the centre of the procurement process, and system-wide value was created. This is what Australia
can replicate through the NHRA, possibly the CRP, and can be driven by a multistakeholder Community of
Practice.

Case Study 2 in Sweden: Example of a University Hospital Infusion Pump Tender!'?
Background

In 2018, the Karolinska University Hospital in Sweden took a willingness-to-pay approach to tendering for
infusion pumps. The infusion system supports optimised patient flows and working methods, and ensures
high quality and patient benefit. One of the objectives was to choose a supplier as a long-term innovation
partner.

Objectives with a VBP model

Karolinska University, a leader in VBHC implementation was seeking to ensure patient safety was a key
outcome criterion for the procurement decisions. This included factoring elements far beyond price and
included a service provision from the manufacturers and healthcare professional (HCP) usability and
ergonomics. Technical specifications were added, including special functions, system settings and a power

supply.
VBP Mechanism:

Three suppliers met the original screening requirements; however, only two were selected to bid due

to certain technical requirements. Therefore, only two suppliers were bidding on the tender. For each
technical criteria NOT met, a monetary value was ADDED to the total cost of the procurement value. The
technology with the highest value was then eliminated.

VBP Outcomes:

The supplier that satisfied all the requirements was then selected. This was despite the fact the

manufacturer with the highest raw equipment cost by a significant margin was selected, as the TOTAL costs

were dramatically lower. This is a very clear example of how “cost” and “value” can vary materially when
considering individual products instead of the entire product life cycle. This is arguably one of the clearest
examples of incorporating patient outcomes and patient safety into a procurement decision.

Relevance to Australia:

Australian hospitals face similar challenges as the Karolinska University hospital and could set-up a similar
procurement model. In this instance it is a clear methodology in which Australian hospitals can rapidly
implement a global example of procurement that is not price only. For more information on the case study,
please visit the Karolinska Institute website. 12 3]
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Case Study 3 in Wales: Journey of a Faecal Incontinence Sacral Nerve Stimulation VBP Pilot!"!
Background

Wales is a global leader in holistic VBHC implementation, and likewise for VBP. An example is in the Faecal
Incontinence Sacral Nerve Stimulation technology. In Wales, a risk-sharing agreement was discussed with
clinicians, the manufacturer, and procurement whereby an agreed minimum improvement in reduced
episodes, and an increased quality of life (QoL) was necessary for payment. A zero payment was made

if a minimum improvement level was not substantiated with evidence. If there was evidence to suggest
improvement, this would trigger a payment 12 months after implant.

Results with the VBP Model
The results of this pilot led to improved health outcomes, as measured by:

i. The number of incontinence episodes per week: Following permanent implantation, 47% to 75% of
participants achieved at least a 50% reduction in the number of faecal incontinence (Fl) episodes per week.

ii. The International Consultation on Incontinence Questionnaire: a psychometrically robust, self-report
instrument for the evaluation of faecal incontinence and its impact on QoL. The evidence suggested a
mean reduction of 22.0 across the three domain scores.

iii. Rockwood faecal incontinence QoL questionnaire: subscales were measured including: lifestyle, coping/
behaviour, depression/self-perception, and embarrassment. The evidence suggested an improvement in
overall score of 20.4.

iv. Patient treatment satisfaction questions: Patients were asked if they would have this treatment again
and if they would recommend this treatment to others. Evidence demonstrated that patients answered
"yes"” to both questions.

Pilot Evaluation

Success was demonstrated through patient engagement and feedback, clinical drive and support, supplier
willingness to share the risk, procurement expertise and value focus. Areas for improvement included
mapping and costing data being difficult to collect, a paper-based patient diary and PROMs, delays in sign-
offs for the business case, and other administrative burdens. Key learnings are that the clinical and patient
benefit were undoubtedly a success; however, operationally and administratively there are areas for
improvement. Moreover, early clinical and financial engagement is key, investment versus cost, power and
insight of patient perspective and insights.

Relevance to Australia

This example was conducted by a global leader in VBHC implementation, Wales. The pilot ensures that it
is the health outcomes that are paid for, not just the technology. This is done via a form of risk-sharing
agreement and value-based contract, something Australia has had a call to action to implement?7.,
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Case Study 4 in Canada: Cardiac Care in Ontario!¥
Background

A pilot in Canada was started in 2015 when Supply Chain Ontario was awarded funding to Southlake
Hospital to implement innovative solutions to improve health outcomes while maximising value in cardiac
care. Similar to the Karolinska University example, investment decisions were based on overall value to the
hospital and health system, patient outcomes, increased access to the latest innovation, and innovative
supplier initiatives. This is a clear contrast to the traditional costs only approach for a specific product or
service.

Initiative Outcomes

The initiatives outcomes are demonstrated in Figure 4.

£y l o

L Reduced Generated 50% more Enhanced
Reduced cost Reduced wait time d educe . bed capacity in the relationships
for the hospital for the procedure readmission rate cardiac short-stay unit with vendors

~

The ultimate outcome of this initiative was a process
to drive value from manufacturers rather than forming
partnerships based solely on innovation.

Figure 4. Initiative Outcomes
Relevance to Australia:
The objectives of the pilot in Canada are to extract value for the system, instead of only innovation, a fair

goal. Given the holistic value medical technologies can play in the healthcare ecosystem, this is an example
where value beyond innovation can be levered.
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Case Study 5 in England: VBP Urinary Tract Infection Pilot in the North Midlands!®!
Background

In England, and globally, catheter-associated urinary tract infections (CAUTIs) are quite common and

can cause patients significant pain, discomfort, confusion and anxiety for family and friends. This has
downstream impacts on healthcare system utilisation due to increased antibiotic use, prolonged hospital
stays, increased clinical activity and risk of complaints and litigation. In 2019, the University Hospitals of
North Midlands NHS Trust audited its urethral catheterisation practice and the way patients were cared for
in clinical areas. The audit highlighted a wide variation in care delivery leading to inconsistent outcomes for
patients and staff.

Initiative

The manufacturer technology for urinary catheter contains all the essential items to (re)catheterise a
patient in one pack and includes the catheter with a pre-connected urine drainage bag. This unique
“closed system” prevents ingress of bacteria and helps avoid catheter-related infections. The supplier
worked collaboratively with the University Hospitals, to identify and build evidence around how a change
in practice can improve patient care and achieve savings. The introduction of the all-in-one system was
supported by supplier training and an audit that enables clinicians to easily follow the best clinical practice
in the catheterisation and management of patients with Foley catheters.

Results with the VBP Model

As a result of this pilot, catheter-related infection rates fell by 80% at the pilot site. Patient experience
improvements included a reduction in complaints, a reduced length of stay, a reduction in catheter-
associated urinary tract infections and a reduced likelihood of patient urethral meatus trauma. Moreover,
clinicians reported that the pack was intuitive and saved approximately 5 minutes per catheterization,
which during the pilot process, meant over 83 hours for 1,000 catheterization procedures. The key
outcome was that the technology was further rolled out in the NHS England after this pilot, based on
improved health outcomes which is the real value for patients. The initiatives outcomes are demonstrated
in Figure 5.

& i (i
768.248 AUD cost 1.200 additional Reduced clinical 80% Infection
avoidance bed capacity and plastic waste rates

Figure 5. Initiative Outcomes

The Australian healthcare system is experiencing significant challenges, as evidenced by the fiscal and
operational challenges highlighted. Many of these challenges can be resolved when taking best practices
from international examples in VBHC and VBP. Australia can implement the changes, it now needs the
associated shift in mindset to overcome the silos and hierarchies, collaborate across stakeholder groups,
and begin to implement holistic change. The MTAA would welcome this shift and would support initiatives
improving health outcomes and lowering total system costs.
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Section 4: Summary of the Australian Desk
Research and Expert Interviews

Value-based healthcare and value-based procurement are well discussed concepts. In fact, many feel the
terms to be a cliché at this stage. This goal of this White Paper is to avoid this stigma. One of the primary
ways to avoid this was to do an extensive baseline of VBHC and VBP readiness across each Australian state
and territory, and then validate the findings with expert interviews. This section will discuss the key themes
and findings of the desk research and the expert interviews that were conducted.

The MTAA, in collaboration with industry participants, commissioned Alira Health to undertake an extensive
deep dive, state-by-state, and stakeholder-by-stakeholder, to understand the VBHC and VBP landscape.
Alira Health reached out to 160+ individuals/organizations from different states and stakeholder groups in
Australia with a personalized email. An overview of the included stakeholders and states are given in Figure
6; industry participants are not included in the left figure showing the state/territory distribution.
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Figure 6. Overview Interview Outreach and Completed Interviews

26 interviews (including industry) were conducted during this project, with nearly 160 stakeholders
contacted.

These figures are interesting in that those that were interviewed were very supportive of VBP. However,
this VBP advocacy has not yet taken hold in Australia. We expect significantly higher response rates as the
success of VBHC initiatives grow and are shared. As highlighted in the methodology, the objective of these
interviews was to engage with key stakeholders across diverse groups, including physicians, providers,
payers, policy makers, procurement officials and industry representatives. Of note, many stakeholders who
were contacted did not feel their initiatives were VBHC or did not feel ready to discuss. Time constraints,
lack of familiarity with the topic or complexity of the value-based terminology could have played a role
here. However, given their programs were designed to improve outcomes, improve the efficiency of the
system, indicates there is significant misunderstanding of each stakeholder role in the VBHC ecosystem.
A top-down approach towards value-based healthcare and value-based procurement implementation can
help clarify this misunderstanding.
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It is acknowledged that selection bias may exist with respect to the interviewed candidates, as those not
wishing to engage with industry may not have accepted invitations to contribute.

From this outreach, 26 interviews were conducted for this project, from various roles and states. Interviews
also spanned both public and private healthcare stakeholders. We have aggregated the findings into two
main categories: by stakeholder and by level of government.

Findings by Stakeholder Group

Overall, the interviewees from the different stakeholder groups were broadly aligned on the following
three items:

1. Long-term financial sustainability of the Australian healthcare system is at stake. The model

is currently funding volume (not enough value), and various inefficiencies need to be addressed. The
healthcare system is complex, with many stakeholders involved through fragmented budget models and
siloes. Changes that add value across the health system may be delayed or even stopped as costs and
decisions reside in a single budget different from where the value is obtained.

2. Broad alignment on the concept of VBHC. The VBHC model can help the various stakeholders to align
around value while limiting costs paid by taxpayers and patients. There is the need for clearer definitions
around value, VBHC and VBP to have an agreed and consistent direction for these multidisciplinary
engagements. Engagements in pilots are possible at a local individual basis, but a strong Commonwealth
push for the value-based agenda is unlikely.

3. Most participants agreed on the importance of Industry. Industry is a long-term partner in providing
value to patients and the other healthcare stakeholders. Industry is bound by commercial imperatives but
run by patients. Increased trust and transparency between industry and the other stakeholders is needed.
This can be obtained through more value capturing, messaging, and sharing. Data collection (including
RWD) will play a vital role in this. It is acknowledged that selection bias may exist, as those not wishing to
engage with industry may not have accepted invitations to contribute.

The key interview findings per stakeholder group are summarised in Table 1, together with the number of
persons interviewed per stakeholder group:

Table 1. Key interview findings per stakeholder group

Physicians (3): Providers (4):

Fear that VBHC would turn out to be a funding
or control mechanism. Little willingness to be
evaluated on outcomes.

Believe that big advances in the medium term
will come from improvements in the healthcare
systems. Request for more RWD on the value of
medical devices to see their impact.

It is the value-based payments and Procurement
models that need the work, less so the clinical
pathways.

Willing to have more discussions around value
as patients are coming in unnecessarily or (too)

late. Need for systematic changes to the system.

Increasingly looking at patient and other
outcomes when making procurement, staffing
and other organisational decisions.

Feel like they have little control over the levers
to drive towards VBHC. Prevention often occurs
outside their remit and physicians/surgeons
often not employees.
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Payers (4):

Drivers to have more value discussions are the
variation in care and patients receiving low value
care too often (e.g., over utilisation of certain
procedures).

Willing to pilot VBP, e.g. through a fund based on
savings from price decreases. Especially willing to
support getting innovative technologies faster to
market.

To look at value beyond budget cycles and cost-
saving KPIs; support from the executive level will
be required.

Policy makers (6):

Supporting the value-based transition through
research and policy work.

The Funding Medicare Report described how
to move care out of the hospitals into the
community, prevention, and multidisciplinary
approaches.

The government is looking for efficiencies and
improving outcomes. Facing significant workforce
shortage issues that are unlikely to be resolved
soon. VBHC thinking will be part of the solution.

Procurement teams (3):

Still driven by annual budget cycles and cost
containment KPIs. Little experience or flexibility
with non-standard procurement processes.

For larger procurement decisions, discussions are
split over different panels (clinical, economical,
operational or IT/technical/interoperability), with a
super panel making the final decision.

Greenfield versus Brownfield investment
decisions. These budget discussions usually
happen outside of the procurement bodies.

Patients:

Need for a patient identifier that follows patients
over the total care pathway.

Need for more transparency over the full cost
of the treatment and out-of-pocket costs. Value-
based thinking can help in collecting this data.

Need for more outcomes and follow-up data.
Complication rates, unplanned readmissions,
length of stay, transfer rates to ICU, rehabilitation
over periods of time (e.g., 90 days after a hip
surgery) are often missing.

*Due to privacy and unique considerations, the perspective of patients
was not directly included. This was done through the stakeholder groups
indirectly. Patient/consumer groups will be recontacted in later stages.

Industry (6):

Customer (both patients and staff) relations are being transformed from transactional (product and price
focussed) to a genuine partnership with the industry as a critical enabler of delivering value (tools, services,
and outcomes). Co-design with customers is key. Providing solutions to customers and their patients that are
based on value-for-money instead of focusing on the lowest possible sell price.

Will be suspicious of tender processes focusing on outcomes rather than products/price because it may
appear to create an unfair advantage to some suppliers. The expectation that equitable opportunity for all
companies to respond to a tender will remain, not to exclude local or smaller companies through tender
specifications. For any change, it is key to consider facilitating a competitive landscape.

Industry can help by having technologies go through HTA assessments (where relevant), having a clear value
defined, and having the proper data on patient-reported outcome measures and other outcomes to see how
the technology affects patients more than just the cost to the hospital or system.

VBHC is everyone’s responsibility. Everyone needs to engage around a common purpose.”
Kylie Woolcock, CEO Australian Healthcare and Hospitals Association
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The desk research and interviews captured various initiatives, frameworks, pilots with a value-based
element at both the federal, state, and territory level. The results were consistently supportive of the value-
based care delivery model. The largest concern from most stakeholders was that scaling up the pilots can
present significant administrative and operational challenges. On a state-by-state basis, various initiatives
were identified, but there remains much work to do before the holistic adoption of VBHC and VBP.

Findings by Level of Government
NATIONAL LEVEL

Similar to the EU Directive in Europe, in the last NHRA, specific language was included to highlight the
measurement of health outcomes and purchasing based on “value” in Australia.l"® All Australian states

and territories have agreed to move towards value-based care through the Addendum to the NHRA
2020-25. The NHRA 2020-2025 introduced six long-term health reform principles, of which two relate
directly to value (Nationally Cohesive Health Technology Assessment, Paying for Value and Outcomes),

two enable greater value in the system, and two aim at improving population health. The Paying for Value
and Outcomes reform seeks to enable new and flexible ways for governments to pay for health services,
by creating stronger financial incentives to improve patient health outcomes and patient equity through
best-practice care, delivered within a more coordinated and integrated way. The Long-term Health Reform
Agreement outlines a pathway toward achieving these reforms. The Paying for Outcomes and Value reform
will start by developing a National Health Funding and Payments Framework, seek to remove legislative,
regulatory, and technical barriers to funding reform, and trail and evaluate new funding models by the end
of 2024-2025. Given the similarities, VBP could be part of the NHRA pilots.

The CPRs are a set of rules published by the Australian Government and are used, e.g., for the national
stockpile and the national diabetes service scheme.?®’ The CPR does not mention outcome measurement
but does include whole-life costs and non-financial costs when making procurement decisions. While these
CPR rules include some value-based terminology, as highlighted by some interviewees, these rules are
rarely used for medical technology procurement.

STATE & TERRITORY LEVEL [ ! !

New South Wales: Frontrunner regarding VBHC Collaborative commissioning in
thinking and implementation among the Australian NSW is the closest to VBP | have

state.s.a.nd_terrltorles. Value-based thml<.|n.g. seen in Australia. NSW has a clear
and initiatives are common and often clinician .
value agenda.

focused. Examples are: Leading Better Value Care,
a value-based healthcare framework, Integrated
Care, Commission for Better Value, a state-wide Sigrid Patterson,

initiative for diabetes management and a publicly Z;’f’:‘;‘;:h"f:,i‘r’ffé:;‘s’?“'"g and Performance
communicated VBP contract for hip and knee 4

replacement.

Victoria: Has a globally — ! !

renown VBHC project with

the Dental Health Services

Program. The VBHC is also Victoria has moved towards a more centralised
included in the Transport procurement system. Being a bigger customer on behalf
Accident Commission of the health system is one way to advance value. | also
strategy 2025. HealthLinks, a think that working with clinicians is critical, to get them
VBHC pilot project, has been ! WOrKing wi ) it _’ ical, g )
completed with valuable to understand that choices and high-value decisions
learnings. Broader alignment impact their patients and the HC system.”

that the VBHC is the way to Andrew Wilson,

go needed among various Chief Medical Officer at Safer Care Victoria

stakeholders.
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Queensland: There are several initiatives in VBHC as well as a publicly shared example of VBP (see section
4). Initiatives such as the Queensland Health 10-year Research Strategy can be supportive to VBP.? The
Allied Health Service in Queensland has a VBHC framework.?! Other initiatives are the Promoting Value-
Based Emergency Department (Prov-ED) and Getting it Right First Time (GIRFT) programs.[2627

South Australia: Few initiatives were identified, although there was some terminology and pilot programs
identified in South Australia. The exception is the state-wide initiative to collect patient-reported measures,
scheduled to launch in mid-2023.[28

Western Australia: VBHC and VBP are mentioned in policy recommendations such as the Sustainable
Health Review Final Report in Western Australia. There are a few examples with VBHC, such as the
GenesisCare and the High-Value HealthCare Collaborative.2930.31

Tasmania: VBHC is part of the Long-Term plan for Healthcare in Tasmania 2040.32The newly formed
clinical senate mentions VBHC as a broad policy objective across all health services. In 2021, the Australian
Healthcare and Hospitals Association (AHHA) submitted recommendations to the Tasmanian Government
on the future of the healthcare system.B!

Northern Territory: No publicly available

initiatives identified for VBHC or VBP. A maximum
30% of tender criteria are based on price (see
quote below). Rather, “"Value for Territory” criteria

are used to support local businesses, needs and Being in the Northern Territory, we
supply chains. have some unique challenges in that
we are the supplier of last resort,
and we treat everything that comes

We procure on a “Value for through the doors as it comes. We
! ! Territory” basis with a mandatory also have workforce challenges as

minimum weighting of 30% we are small and far away.”

applied to Local Content and a

maximum 30% of the weighting William Monaghan,

. . . Chief Procurement Officer in the Northern Territor)
element on price. Sustainability ! g 4

and supply chain are often

included in the criteria.”

Debra Waters,
Procurement Project Manager

Australian Capital Territory: No publicly available initiatives were identified for VBHC or VBP in the
Australian Capital Territory (ACT).
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Summary:

Overall, VBHC is a frequent topic of discussion among the stakeholders interviewed. There is a significant
evidence of pilots in the majority of states. However, there is very little holistic movement towards full scale
implementation. This is actually consistent with international findings, which suggests Australia could very
quickly become a leader with the right focus.

Value-based procurement is less known among the interviewees, but Australia is well placed to on-board
VBP. It has mature procurement organisations; the state healthcare systems are aligned and there is a
healthy element of competition among the states. Tax and other benefits are available for pilots and for
performing clinical trials. The disconnect between acute (public and private) and primary care systems,
together with a lack of trust between the different stakeholders, are key barriers to VBHC implementation.

A critical need is strong leadership with a willingness to move VBP forward. In short, a bold leadership
initiative is needed to transform the system into a VBHC delivery model. Value-based procurement would
be a very promising start to this shift. Drawing from the experience of successful VBHC projects globally
(see section 4), collaborative, and inclusive multi-stakeholder dialogue, support from senior leadership and
clinical input is vital, and this was articulated through many of the interviews.
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Section 5: Implementation by State and
Stakeholder - VBHC and VBP in Australia

The desk research and expert interviews suggest Australia has a long way to go before VBHC and VBP are
fully embraced. In the transition to VBHC, VBP is a logical way to expand this movement. Organisations
such as the AHHA, and the Australian Centre for Value-Based Healthcare (ACVBHC) have done a fantastic
job of advocating for the transition to VBHC, and have produced some excellent thought leadership

and research on this topic. The medical technology sector aims to support this transition by focusing

on VBP. Given the role of procurement for medical technologies reaching patients and clinicians, the
medical technology sector can play a significant role in enabling this shift. This section will focus on the
implementation of VBP, and the role improved health outcomes and total costs can play for patients and
the systems.

Our methodology in examining the maturity is based on Alira Health experience, feedback form expert
interviews and extensive desk research. Each Australian state was ranked across a 5-point scale and from
each stakeholder perspective. Limitations in the ranking include a relatively small sample size per state per
stakeholder, as well potential selection bias in interview candidate perspective. Typically, those advocating
for VBHC and VBP are more willing to discuss its merits, and therefore, it is expected there is bias in
respondent perceptions. Regardless, the overall trend is the primary metric, and there is a clear desire and
direction to move towards VBHC and VBP. Moreover, this direction makes intuitive sense. There is very
little case against improving health outcomes and lowering total system costs.

Our ranking scale, per state/territory, per stakeholder was ranked 1 to 5 and based on the following scale:

Table 2. Ranking Scale per State/Territory

Score Descriptor Criteria
1 Low (No information, no No state/territory literature, strategic direction, policy, or VBHC
implementation) initiatives found. Low awareness and implementation.
Medium/Low (Some Some state/territory literature, strategic direction, policy or
2 information, no VBHC initiatives found online. Stakeholders are interested in
implementation) implementing VBHC.
. . . VBHC (including VBP) literature, strategic direction, policy and
3 Medium .(Some mformatlon, pilots were identified. Pilots were identified but with a limited
some implementation) :
baseline and measurement of outcomes and costs.
Medium/High (Robust Value-based Igngugge was clearl.y used in strategic and policy
. documents, pilots identified, active and with outcomes and/
4 Information, some :
. : or costs, clear measured and success stories shown, but
implementation) £
ragmented examples.
High (Robust information, VBHC delivery was full embedded and integrated into the state/
5 . . . . ;
robust implementation) territory care model, with alignment from all stakeholders.
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Our research suggests that New South Wales has led the way in setting forward a path to VBP
implementation. Victoria and Queensland have also articulated a desire to implement VBHC. The remaining
states have some way to go, but there are pockets of excellence. Given the relatively small sample size

and potential interview bias, we would strongly welcome further input into refining this scoring system.

As a preliminary baseline, our analysis yielded the following results which suggest that Australia has not
holistically embraced VBHC and VBP. If Australia were to expand VBHC delivery, patients would experience
improved health outcomes, and lower total costs. Value-based procurement would be the medical
technology sector’s most significant contribution to moving towards a VBHC ecosystem.

Our preliminary baseline rankings by state, are as follows:

EVALUATION SYSTEM: L] ] weak |
Table 3. Interview & Desk Research Summary by State
NEW SOUTH WALES VICTORIA
Patients Procurement Patients Procurement
3 3 2
Providers Payers Providers Payers
3 3 3 2

& 9

Physicians Policy makers
3 3
Average Score: 3.17
Australian Rank: 15t
Comment: Strong leadership towards VBHC. Very limited
collaboration with the medical technology sector

& i

Physicians Policy makers
3 3
Average Score: 2.67
Australian Rank: 3™
Comment: Pockets of excellence (TAC, DHSV), but
needing strong leadership to implement

QUEENSLAND WESTERN AUSTRALIA
P & P (&
Patients Procurement Patients Procurement
3 3 2 2

)

Providers Payers

3 3

& 9

Physicians Policy makers

9 3

Average Score: 3.00
Australian Rank: 2
Comment: Consistently ranked across stakeholders but
general knowledge on VBHC and VBP can be improved.

Providers Payers
2 ‘ 2

& 9

Physicians Policy makers

3 2
Average Score: 2.17
Australian Rank: 4t

Comment: No overall VBP or VBHC framework
identified; however, CIC identified as initiative
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SOUTH AUSTRALIA TASMANIA

& (& & =

Patients Procurement Patients Procurement
2 1 1

)

Providers Payers Providers Payers

: . 2 NN\ 1
& 8 & i

Physicians Policy makers Physicians Policy makers
1 1 2 3
Average Score: 1.67 Average Score: 1.83
Australian Rank: 6™ Australian Rank: 5"
Comment: Very little awareness or policy for VBHC. Comment: Strategic direction is to implement
There is; however, a statewide PRO initiative identified VBHC, but more stakeholder knowledge is needed.

Some states have clear value-based objectives but refused comment when it came to understanding how
the industry could support the shift. Leaving industry out of the solutions they are to procure represents

a major barrier to overcome and raises questions about the viability of such programs. Moreover, with
procurement bodies often spending patient and taxpayer funds, one would assume there is a fiduciary
obligation to include the most knowledgeable stakeholders about medical technologies in the procurement
process: those whose technologies support key care solutions.

Drawing from the experience of successful VBHC projects globally (see section 4), collaborative, and
inclusive multi-stakeholder dialogue, support from senior leadership and clinical input are critical to
enabling VBHC solutions. Australia has some very strong foundations in place to more fully embed VBP, but
a significant amount of work and leadership is needed.



Challenges with VBP Implementation, a Stakeholder Assessment:

Alira Health has conducted numerous value-based healthcare projects globally. The findings from the
Australian research and expert interviews align with challenges facing VBHC and VBP globally. These can be

grouped into three primary areas:

Technical Knowledge ("WHAT"”): The knowledge by therapeutic area collects and aggregates data into
baseline costs and outcomes to determine the prospective improvement in those baseline costs and
outcomes. This requires having a strong theoretical foundation and technical capability to move from
theory to practice.

Talent and Soft Skills (“WHO, WHERE, WHEN and the HOW"): Moving to VBHC/VBP requires a cultural
shift in approach across almost all stakeholder groups. Manufacturers need to move to a longer-term

approach and move from selling product to selling solutions and outcomes that satisfy a defined unmet
need. This is a “cultural” revolution that is needed in healthcare that moves away from perverse financial
incentives, silos and hierarchies that stifle physician innovation and new product adoption.

Trust ("WHY"): this is undoubtedly the heart of the issue. There is simply very little trust between

stakeholder groups. On countless occasions, VBHC has been coined an enabler for a poorly defined
agenda, whether it be a price reduction for payers, price appreciation for the industry, or worse, a rationale
to refuse a seat at the table should the “risk” be seen as too high. Trust must be fostered.

On a state-by-state basis, when taken from a multi-stakeholder perspective, against the ability and desire
to collaborate across the key challenges, there is a lot of work to be done. This is one of the core reasons a
multi-stakeholder Community of Practice is needed in VBP implementation.

When considering the challenges associated with VBHC and VBP implementation, the preliminary rankings
by stakeholder, along with recommendations for engagement are as follows:

Table 4. Interview and Desk Research Summary by Stakeholder

. Australian Narrative on . Average Australian
STAKEHOLDER ROLE in VBHC/VBP VBHC and VBP Recommendation - Rank
Key role, as Most physicians operate ona | Engage across the
hvsicians: physicians are fee-for-service model, in the colleges to build support
Physicians: responsible for private and public system, with | for clinician-led initiatives.
tT}TOSG dehtvermg delivering the no focus on treatment “cost”. 2.50 2
ecarea . .
the individual care that drives Select key areas such as
patient level. outcomes, which are | physicians are central to care | Orthopaedics and Road
the numerator inthe | defivery, and successful VBHC | Trauma (Victoria) where
VBHC definition. and VBP pilots. data is stronger.
The public and private split
. have very different incentives | potentially start with
Providers Key role in care eta_nd and abilities to engage. private systems for
- service organization, i i
(hospitals): funding ar%d pilots, then expand with
Those providing Care pathways that cross physicians practicing in
procurement of ) ) ’ ; ;
the place of . . public/private settings seen as | the public setting. 2.83 1
) medical technologies.
care either ; a challenge.
individual or Often the provider ) ) .
At collecting outcomes Public policy will be key
hospital groups. | 4 cost data. Public healthcare often too to driving a provider-led
stretched to implement pilot | Initiative.
programs.
Patients are often not put
. - at the centre of healthcare Engage with key patient
. . Central in decision- . S
Patients: The making (e.g., through decision making, instead groups from key
end “consumer” § (€8 8" litis provider driven. VBHC therapeutic areas to build 2.33 5
PROMS), and shared ; R
of healthcare. decision makin reverses this and ensures care | patient input to VBHC and
& is delivered from a patient VBP pilot programs.
perspective.
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leadership and risk taking
encouraged.

innovative payment models
and data collection.

STAKEHOLDER | ROLE in VBHC/VBP A”“'{fB"Ij‘g :'nad”;f;:,"e on Recommendation Ag’fgffe A”;;'r?l'('a"
Responsible for se_lecting Procurement teams change Engage with key o
Procurement: | #7ONSAIE I | frquenty they often oot | PreClSTent organiaton
ose i distributors come from healthcare and knowled gbase through a
purchasing care ) simply execute on a mandate. & P oug
and services Community of Practice. 2.17 6
o Work closely together Areas of interest to change
an allocated with all stakeholders erspective. but VBP matgurit Ensure legal requirements
budget. to finalize the right perspective, Y | and capabilities are
gnt is relatively low.
procurement criteria. understood.
. . Engage with private
Define which values Prl\{ate payers ar'e'actlvely payers in potential pilots
) calling for and willing to i ;
to pay for (which S (similar to provider
: engage in pilot programs. .
. technologies to procure) public payers need an recommendations).
Payers: Those | pased on the input bii liev inf
paying and from the various enabling policy in rastructure '
commissioning | stakeholders to implement VBHC and VBP Ensure public payers are 2.17 6
healthcare and ’ initiatives. included in the dialogue
services. and best practices shared.
Move from a price/ Low ranking due to public Identify willing puphc
volume, and towards an o e payers to engage in
: ) payer ability and willingness to . .
outcome discussion. engage data collection and pilot
gage. programs.
Numerous policy documents | share best practices in
Policymakers: | Key role in setting |dent|ﬂ(§d " nLIJerOUS deg | VBHCand VBP that support
Those providing | top-down VBHC and 'f(t)aitr:Sp'le:;er:%tE: cef1rarr]1eg: € policy initiatives.
Jyolicy VBP frameworks, e.g., especially in the public sector. ) 2.50 2
frameworks rggulatory or strategic Policy documents alone Ensure a supportive
and coverage visions for healthcare will not be enough. Strong legislative environment for
decisions. provision. )

When we cross-reference the assessment by state, and with stakeholders, providers often came out with
the highest ranking. A potential limitation of the research is the “average” assigned to each stakeholder
group and state. In fact, there are pockets of excellence in every state and across every stakeholder.
However, there is a significant variation around state and stakeholder willingness and maturity to engage.
Therefore, these averages should be taken with some measure of caution, and the general trendline
considered. The trendline is key, and suggests VBHC and VBP are generally seen as a necessary shift in
Australian healthcare to mitigate the financial and operational challenges.

Levering an Australian example of a VBP initiative shows how this can be done. An embryonic, example
of VBP can be found in Queensland. This initiative has significant potential but has been slowed down and
halted due to the COVID 19 Pandemic. It is recommended to reactivate and expand this program. Itis a
multi-stakeholder, clinician led, evidence-based strategy to improve the care delivery in Orthopaedics:
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Case Study 6 Australian Example in Queensland in Orthopaedics3®

Queensland GIRFT Background

In 2018, Queensland Health Strategic Procurement gained an endorsement from the Orthopaedic Directors’
Procurement Forum to progress to a clinician-led state-wide procurement model. This was part of the GIRFT
program, which was imported from the UK, levering best practices. Originally, only one in three orthopaedic
departments would access data captured by the Australian Orthopaedic Association National Joint
Replacement Registry (AOANJRR) to monitor outcomes, and average prostheses costs were 1.6 to 1.8 times
the operation theatre costs (second-highest direct cost). The average prostheses costs ranged from AUD3.754
to AUDB8.269 for hips, and AUD6.028 to AUD11.430 for knees.

Objectives with VBP Model

The objectives of the program were to improve patient outcomes and improve the value for money for the
state of Queensland.

Results with the VBP Model

There were some mixed results. Success included improving clinical outcome monitoring and ensuring
that 100% of orthopaedic departments had access to their AOANJRR report so they could monitor clinical
outcomes. A market share procurement model was established which improved transparency on implant
costs and clinical efficacy. Importantly, savings were realised up to 33% on hip, and 25% on knee implant
costs via market share commitments. A challenge to this program was highlighted when the COVID-19
pandemic shifted the priority away from orthopaedics towards management of a pandemic. This highlights
the resource focus required for successful VBP programs.

The Role of Industry in Australia and VBP

Currently, in Australia, most procurement decisions are determined by price, or at the very least are heavily
price dependent. Considering the estimated 5.1% of healthcare spend on medical technologies, dramatically
cutting prices in this sector of healthcare will simply not rectify the root issue. Instead, the medical technology
sector should be seen as a willing and collaborative partner to support positive change. The medical
technology sector is highly innovative, provides significant benefit to economies, and is often significantly
undervalued versus its pharmaceutical cousins.

Price-only procurement benefits the procurement teams attempting to manage a very finite budget but it
can have significant unintended consequences. If the medical technology sector is the source of economic
activity, jobs, clinical trial innovation, design innovation, then all of these are jeopardised if Australia is not
seen as an attractive destination. Price-only procurement places significant risk on the manufacturer selling
price, revenue, and therefore global investment and innovation. Procurement teams favour price-only
procurement because it is easy to implement and very measurable. The cost savings accrue in a very short
timeframe, normally within a budget cycle of less than 1 to 3 years. However, this results in an asymmetrical
risk against manufacturers and does not incentivise innovation. Prices are lowered, with no opportunity for
medical technology solutions to demonstrate improved patient outcomes in a real-world setting. This creates
a negative spiral in terms of innovation and has ethical implications whereby technologies demonstrating
better health outcomes should be considered over those with very little evidence.

Value-based procurement provides an opportunity to address this. Manufacturers commit to demonstrating
improved health outcomes, and more efficient health spending across the care continuum.

Once a technology is assessed and a procurement decision made based on improved outcomes, not solely
price, the foundation is set for a full VBHC implementation model. Therefore, the medical technology
sector can become part of this paradigm shift, supported by evidence to provide the essential efficiency
improvements in the care pathways. Once outcomes across the patient pathway are improved, and total
costs more efficiently allocated, healthcare systems begin to benefit, and gains can be fed back into the
system. This reverses the negative spiral of a price-only procurement. If healthcare systems are to be
rectified, thinking along these lines is needed. The medical technology sector of Australia is committed to
being part of this solution.
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Other Topics Identified:

As the interviews and desk research were conducted, several other trends emerged that should be
considered in the context of VBHC and VBP implementation. Notably, the role VBHC can play in mitigating

the variation in health outcomes experienced by Aboriginal and Torres Strait Islander populations, as well

as the role of including environmental sustainability in VBP pilots were highlighted. Each of these topics are
research reports in their own right, and definitely warrant further analysis and discussion. We would welcome
discussing these topics in the context of VBHC implementation.

Summary:

The baseline assessment by state and by stakeholders demonstrates there are pockets of excellence in VBHC
and VBP implementation in Australia. However, this is not yet a holistic approach. It is acknowledged that
limited input from stakeholders contacted means the average rankings presented above must be taken with
some measure of caution; however, the trend suggests VBHC and VBP are the potential solution to the issues
Australian healthcare is facing.

Overcoming these challenges requires a new “culture” in healthcare. One that is not defined by dogmatic
approaches involving silos and hierarchies, but one that puts the patient at the centre of healthcare decision-
making and drives collaboration between all stakeholders. Our systems are broken, and as challenging as
these barriers are to overcome, it is possible. The medical technology sector would like the opportunity to
earn the trust of all stakeholder groups in enabling this change and redefining the way we deliver healthcare
in Australia.

Moreover, VBP is relatively unknown compared with VBHC. As VBP is seen as an enabler of VBHC, more
work is needed to support its implementation. The medical technology sector is committed to doing this,
and being a collaborative, evidence-based partner in this solution. The next section will focus on some key
recommendations to support this evolution.
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Section 6: Evidence-Based Recommendations and
Call to Action

This White Paper has introduced the challenges healthcare systems globally are facing, and how they relate
to the Australian context. Levering a successful international transition to VBHC and VBP, and based on
expert feedback, solutions for Australia have been presented. National and international examples have been
shared on how VBP can benefit all stakeholders, including patients, physicians, procurement, policymakers,
providers, and payers. The expert interviews conducted by Alira Health have found that Australian health
stakeholders believe VBHC and VBP should be more holistically implemented across the Commonwealth, and
that the Australian healthcare system has the systems and processes required to adopt VBHC and VBP.

However, there are critical elements missing in Australia. The Australian health system has not fully embraced
VBHC and VBP. If fully embraced, Australia could also enjoy improved outcomes for patients, more efficient
healthcare spending which benefits the overall system.

The overall purpose of this research is to ensure that the medical technology sector is part of a collaborative
dialogue to become part of the solution. Therefore, there is the strong recommendation from the MTAA,
and organisations globally, that all stakeholder groups have a seat at the table to enable the shift to VBHC.
In order to enable this solution, the desk research and expert interviews have yielded some clear levers to
enable this change. These fall under five main categories:

Recommendation 1: Build a supportive ecosystem for collaborative dialogue through the formation of
a VBP Community of Practice.

A VBP Community of Practice is a multi-stakeholder collaboration that shares best practices healthcare pilot
programs that emphasise the measurement and improvement of health outcomes and total cost analyses.
This would include VBHC and VBP pilot programs.

The mission of the Community of Practice would be to enable a multistakeholder Australian health
procurement environment that ensures health-related outcomes are the primary criteria for tendering
decisions. The tendering decision-making process should draw input across all key stakeholder groups,
including industry, physicians, providers, payers, policy makers, and procurement.

Structurally, this Community of Practice will consist of three main pillars:

1. AVBP "value framework”: Building on the strengths of the MedTech Europe value framework, ensuring
outcomes and costs are central, we propose emphasising other key domains of value that are relevant to all
stakeholder groups. This would include increasing the prevalence of clinician-relevant outcomes as well as
increasing the relevance of environmental sustainability.

2. Undertake an extensive stakeholder mapping and prioritisation exercise: ensure a detailed
assessment of all stakeholders is undertaken so groups and pilot projects can be effectively prioritised, and
areas of focus can be determined.

3. Establish a clear roadmap of implementation: ensure the value framework is taken to the right
stakeholders in the right order and build the coalition of the willing along the way. This will respect the
“cultural” and technical shift needed to enable VBP. Pilots can be initiated by industry and/or procurement
teams and should follow best practices in VBHC and VBP implementation.
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In accordance with all procurement and anti-competition law considerations, activities of the Community of
Practice will enable knowledge sharing among all stakeholders. This can be done through learning sessions
from VBP Pilot Programs, information sessions in the form of online webinars, face-to-face mini-workshops,
other knowledge-sharing sessions and conferences, and the creation of tools and materials to guide VBP
dialogue. Of note, this will be an arms-length extension of the MTAA Procurement Working Group and

will have a supporting and objective Expert Advisory Group to Guide the Community of Practice. Figure 7
represents this visually.

Value Based Procurement
Community of Practice

Purpose: @ Messaging: Implementation:  Knowledge

Enable Health Value VBP Pilot Transfer:
Outcomes Driven Framework Programs Mini-symposiums
Procurement Development & conferences
Internal Alignhment Expert External Engagement
Advisory

® ® B
Stla\ﬁgr‘:)tlz:er cggc:;:[ Content Creation:  Policy Shaping:
Mapping & Delivery across White Papers & Evidence based
Prioritisation Australia Reports policy guidance

Australian Procurement
Decision Involving
Health Outcomes as
Primary Measure

Figure 7. Value-based Procurement Community of Practice

Recommendation 2: Build clinical engagement and leadership.

Physicians are critical to the VBP narrative to ensure clinical and patient outcomes are considered in the
procurement decisions. Recommendations should come from expert leaders in the clinical community.
As of today, many decisions in Australia are not clinically led. The very nature of medical technologies
requires strong support between the industry and the clinical groups. We envision both clinicians and the
medical technology sector working together to ensure health-related outcomes are a core criterion of any
procurement decision in Australia. We envision this group to start small based on the initial VBP pilots and
to grow over time across three primary domains: therapeutic areas, clinical seniority and expertise, and
geographic diversity by state/territory.
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Recommendation 3: RWE to support procurement decisions.

Australia already has an extremely robust clinical trial environment. Levering this strength, some clear
recommendations on RWE will be emphasised. Real-world evidence is data extracted from existing databases
or registries that are created to enable evidence-based decision making. Decision-making stakeholders are
increasingly getting more demanding in terms of clinical and economical evidence for coverage, funding,
access, and reimbursement. Global evidence generation strategies are critical to driving the adoption of
innovations and to supporting price points. Real-world evidence data can be used to complement clinical

trial data on safety and efficacy, and RWE can be a more effective way of evidence generation compared with
costly (randomised) clinical trials.

Real-world evidence is important to VBP initiatives because incremental improvement in costs and
outcomes will need to be measured. In the vast majority of examples, either the baseline or the incremental
improvement is NOT captured. This complicates the sharing of results of the VBHC/VBP pilots. The use of
RWE data is also part of the Australian HTA review, and one of the main commitments under the 2022-27
Strategic Agreement between the Commonwealth and Medicines Australia. The MTAA believes this decision
making should include procurement considerations, and therefore, will endeavour to develop a guidance
document on the usage of RWE for this purpose.

Recommendation 4: Innovative Funding Models and Risk Sharing.

The funding of healthcare systems needs reform to ensure 21t century application. As highlighted by the
Deeble Institute, Australia needs to adapt its funding models.l'? Innovative funding models, risk-sharing
agreements and value-based contracting are all potential discussion points with respect to VBHC and VBP.
Understanding the basics of risk sharing will support effective dialogue and implementation.

Understanding the nuances and guardrails of risk-sharing agreements will ensure a meaningful dialogue.
The MTAA, in collaboration with key thought leaders, will create a guidance document for industry and
procurement to engage in innovative funding models, risk-sharing agreements and other collaborative
funding mechanisms.

Recommendation 5: Expert Advisory Committee.

The MTAA and the medical technology sector are unable to drive value-based care implementation in
isolation, or is any individual stakeholder group. The MTAA will convene an INDEPENDENT (unfunded and
transparent) expert advisory board to provide input, guidance, and a multi-stakeholder perspective on the
transition to VBP within Australia. One of the outputs of the workstream with the expert advisory committee
will be to formulate recommendations to all stakeholders on how to take VBP (E.g. how state health
departments could establish VBHC programs, engage industry, create innovation funds, etc..). This expert
advisory committee will also be an opportunity to add international experience to the development of VBP in
Australia through foreign committee members.

Final Comments

It is through the implementation of this CoP, and the above recommendations, that industry can become
a collaborative and engaged partner in the positive changes the Australian healthcare system needs. We
welcome all feedback and input to improve and build on the dialogue established in this White Paper.

This White Paper is an open invitation to all partners in health delivery to engage around sustainable and innovative
value-based health and the MTAA would welcome your direct contact through its VBP portal:

www.mtaa.org.au
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How Alira Health Can Help

Alira Health can help you leverage the potential in the medical device and diagnostic
market with our full spectrum of advisory services. You'll benefit from our:

> 360° lifecycle approach that supports products, technologies, and services from
concept ideation to creation and commercialization

Regulatory clinical, and health expertise in medical affairs strategy and execution

Management consulting to define growth initiatives and accelerate market
penetration

Global transaction advisory services including M&A, licensing, partnering and
distribution, and capital raises

In-depth experience across the entire healthcare ecosystem-suppliers, payers,
providers, and patients

Fully collaborative team of bankers, scientists, strategists, and doctors who deliver
a holistic view of each project

Contact us at info@alirahealth.com

© AliraHealth

Alira Health is an international patient-centric and technology-enabled advisory firm whose
mission is to humanize healthcare. We work with healthcare and life sciences organizations
looking for support across their entire solutions lifecycle. From development to medical care,
we complement our clients’ expertise with a full spectrum of services including research and
clinical development solutions, technology-powered consulting, and real-world evidence.

www.alirahealth.com @ ®

@ Medical Technology
ASSOCIATION OF AUSTRALIA

The Medical Technology Association of Australia (MTAA) is the national association
representing companies in the medical technology industry. MTAA aims to ensure the
benefits of modern, innovative and reliable medical technology are delivered effectively to
provide better health outcomes to the Australian community.

www.mtaa.org.au @ @
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