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Introduction 

The National Rural Health Alliance (the Alliance) was pleased to have a formal consultation 

with consultants to the Independent Hospital Pricing Authority (IHPA), from Health Policy 

Solutions and Aspex Consulting, on Wednesday 17 October 2012. A full record of that 

consultation has been prepared and is available to interested parties. The Alliance is grateful 

to those people, including some who are not members of its Council, who took the trouble to 

attend that meeting.  

 

The purpose of this submission is to make known to the consultants and, through them, to the 

IHPA, the key issues the Alliance commends for the Authority’s consideration in relation to 

block funding for smaller public hospitals. 

 

This submission is in effect the Alliance’s response to the draft discussion paper dated 3 

October 2012 provided by the consultants and entitled Public hospital block funding. 

 

Key issues  

The Alliance is very strongly supportive of the special consideration given through block 

funding to the current and future situation facing smaller hospitals, the bulk of which are in 

rural and remote areas. It welcomes the premise for block funding which is that it should be 

applied to those entities where costs exceed the flow of funds that would generally be 

available under activity-based funding (ABF). 

 

This strong support does not blind the Alliance, or the people of rural and remote areas for 

whom it works, to the certainty that there will be changes in both directions in the size and 

scope of small hospitals. The Alliance gives full support to the central tenet of the IHPA's 

work that the pricing formula should do nothing to discourage service improvements 

delivered through changes in the pattern of service delivery or in the models of care that 

underpin such service delivery. 

 

The Alliance supports the paper’s formulation that block funding should occur where there is 

insufficient reliable data to support a determination of the activity based funding price or 

where there is insufficient activity to attract sufficient funding to sustain a safe service.   

 

The Alliance understands that the work of the IHPA relates to the Commonwealth 

contribution to in-scope services provided by public hospitals. It remains the case that the 

States and Territories will be the decision-makers and managers of the pool of funds for 

public hospitals and will therefore determine the distribution between Local Hospital 

Networks (LHNs) and within individual LHNs. 

 

The ultimate capacity of smaller hospitals to deliver services might also be captive to 

powerful local interest groups, as well as to the decisions of States and Territories. 

Accountability must therefore be demonstrated locally as well as at State level. For example, 

the funding provided to and through MPSs must be used for maximum local community 

benefit, rather than being deployed to meet particular ‘professional enthusiasms’.  Funding 

decisions relating to provision of aged care should be sufficiently flexible to meet the needs 

and preferences of older people in the community, not driven by the interests of aged care 

service providers.    
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These matters illustrate the importance of robust local governance and accountability, 

together with transparent reporting of resource utilisation, outputs and outcomes.  

 

The Alliance is a strong supporter of the funding approach to Multi-Purpose Services and 

notes that the discussion paper is not able to be categorical about the future funding of MPSs 

because of the complexity of the tri-partite government/agency agreements and because of 

the inclusion of aged care in those agreements (aged care being out of scope for the IHPA).  

 

The number of MPSs has grown from 126 in 2009 to 147 - one third of all rural 

hospital/health services on the block funded list.  It is likely that this trend will continue as 

the larger states (except Victoria) transfer more of their rural health services into the MPS 

domain. This has implications for the regular review of eligibility for block funding for 

hospitals required of the States.  

 

The Alliance is pleased with the emphasis on the fact that ‘the efficient cost’ is a relative 

rather than absolute concept. It also welcomes the fact that the special place of hospitals in 

smaller rural communities, both as centres for health services and as economic and social 

pillars of the local community, is reflected in the discussion paper's references to the 

interdependence of services and institutions in rural communities. 

 

Finally, the Alliance notes that one of the specific rationales for block funding is that the 

empirical evidence may not in some cases be available to underpin ABF. This serves as a 

reminder of the fact that data deficits are frequently a characteristic of considerations of rural 

and remote health and wellbeing. 

 

Discussion 

Like everyone else, the Alliance is concerned that decisions about what is and is not in scope 

for Commonwealth funding should not have any adverse impact on patients. Rather, the 

funding system should provide every opportunity for health services to evolve in any way 

which makes them better equipped to provide patient-centred care. 

 

Whenever the new funding formulae and systems rely on historical evidence, the point should 

be made that the people of rural and remote areas have had longstanding deficits in terms of 

equity and service access. There is a $2.2 billion deficit overall in rural primary care so that 

approaches to growth and indexation will not provide equity for rural people if they start 

from the present circumstances.  

 

For obvious reasons the Alliance is concerned that services are currently woefully inadequate 

in many rural and remote areas, due largely to workforce shortages and existing funding 

systems. Providing people in rural and remote areas with access to health and health-related 

services they currently lack is a key challenge for governments and it is to be hoped that 

block funding may help resolve the situation.  

 

The Alliance understands that the States can pull the Commonwealth in to the block funding 

of a more complete range of hospital type services for a small hospital, but the reverse is not 

the case: the Commonwealth cannot pull the States into the provision of new services. What 

this means is that, in terms of its advocacy work, the Alliance should try to encourage the 
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States to add new services to those which are provided on or from a hospital campus in order 

that they become eligible for partial Commonwealth funding.  

 

One of the flagship issues for the Alliance is the challenges of retaining and regrowing 

maternity services in smaller rural communities. Block funding which reflects the real cost of 

theatres and birthing services could provide the means for smaller hospitals to reintroduce 

perinatal and birthing services, with such initiatives more likely to be supported by the 

various State and Territory Governments if they do not have to find all the funds. This would 

be regarded by the Alliance as a most welcome outcome. 

 

Transparency of the amount of funding from the Commonwealth, and which hospital the 

funding relates to, is vital so that communities can hold LHNs and States/Territories 

accountable.  The situation is likely to be less clear for block funded hospitals and the 

Alliance regards this as an important issue for further consideration by the consultants and 

IHPA. 

 

Safety and quality are critical issues in rural and remote areas, as elsewhere. The Alliance 

recognises the important challenge of determining the means by which quality can be 

managed and enhanced. Over time Activity Based Funding is supposed to become a lever for 

improving practice and health system performance and the block funding arrangements 

should also keep this long term goal in mind. The Alliance looks forward to participating in 

further consultation on this matter. 

 

The Alliance understands there is great variation between jurisdictions in how small health 

facilities providing some acute care are categorised and funded. It is the Alliance’s view that 

through national block funding approaches there will be greater uniformity across 

jurisdictions which will make judgements about access, equity and accountability easier. 

 

The Alliance has an ongoing interest in how ‘primary care’ is defined, but it makes the point 

that distinctions between primary, acute, aged, disability and rehabilitation care are much less 

clear and thus less important in rural and remote areas than in major conurbations. 

 

People in rural and remote areas will have a special interest in how services provided under 

the s19(2) exemption will be regarded, as they are central to the financial sustainability of 

many smaller hospitals. This is an issue for emergency services in both small and larger rural 

hospitals.  The funds provided by the Commonwealth under s19(2) can be used by the 

hospital or service for primary care and to support viability.  

 

The Alliance wants it to be understood that some services, such as allied health, are delivered 

and funded in a variety of ways. This includes through public hospitals, by private providers, 

by NGOs or by salaried community health services.  The IHPA has to determine which 

services are ‘public hospital services’ that are in scope to receive Commonwealth funding.  

There is also a fear that States and Territories may withdraw funding from some of their 

current services in the hope that the Commonwealth will fill the funding gap. 

 

Some small hospitals have multiple sources of Commonwealth funding that are cobbled 

together to meet community needs. A simplification of these funding arrangements would be 

beneficial.   
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The Alliance is generally supportive of the consultants’ proposals relating to categorising 

rural hospitals for the purposes of block funding. It will be pleased if additional factors, such 

as distance, can be considered in addition to the ASGC-RA. That classification system has so 

many anomalies that it is not supported in its present form for its present uses. Nevertheless it 

is understood that the IHPA will use whichever classification system is agreed to and utilised 

by the Commonwealth. 

The Alliance is also supportive of the proposed elements of the block funding, including an 

‘availability payment’ to recognise the inherent fixed costs of keeping the doors open to 

deliver the minimum expected level of service. Staffing costs are the ones that really drain the 

smaller local facilities, for instance whenever they have to fly in a locum or use agency staff 

to backfill.  It would be important to use actual staffing costs within hospitals of a similar 

size, not headcount costs, as the basis for the costing.   

The  block of flexible funding for ‘service capacity payment’ could provide opportunities for 

smaller hospitals to provide a range of services through outreach, hospital in the home etc 

that have not been available to small hospitals in the past. While larger hospitals have 

traditionally maximised their funding through their ability to complement core services with 

Commonwealth funded programs, smaller hospitals may not have had the capacity to do 

much more than seek to attract some sessional allied health support. There are numerous 

advantages that will accrue from adopting an approach that sees smaller facilities able to 

embrace this approach and explore opportunities for service expansion via this mechanism.   

 

The Alliance supports adjustments being made to the block funding formula for ‘remoteness’ 

(of the service) and for ‘Indigeneity’ of the population in the service catchment.  It 

understands that the remoteness weighting may be included in the ‘base’ through the 

availability payment.  

 

Multi-purpose Services (MPSs) 

The Alliance is a strong and ongoing supporter of the Multi Purpose Service (MPS) model, 

which was set up to deal with viability of small rural hospitals and uses block funding.  Costs 

and revenues are pooled, enabling the service to flexibly manage funding to meet community 

needs.  There are lower reporting requirements and the pooling of funding engenders 

innovation.   

 

Many people in the Alliance’s constituency believe that MPSs are “the service and equity 

future for small rural communities”.  The Health and Hospitals Reform Commission 

recommended that the MPS program be expanded to bring aged care and all health services 

together and the Alliance fully supports this recommendation.  MPSs are one means of 

attracting a more complete range of health professionals, to deliver value for and with the 

community and to make the links between health and welfare. 

 

MPSs need to grow but their existing funding model does not allow for this. In some 

communities the MPS model has reached its capacity where cashing out aged care funds is 

concerned. There is therefore the need for a new financial driver for MPSs and the block 

funding system could be part of the solution. 

 

While the ‘hospital on the hill’ plays an important part in the sustainability of the community 

and the favoured MPS model thrives on strong social structures in rural and remote 
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communities, these communities often have limited social capital.  Joint service delivery 

plans, good local involvement, and catch-up funding are all critical to improving rural health.   

 

Recognition in the pricing models of the issues canvassed here are critical to overcome the 

high health risks experienced by people in rural and remote areas and to provide greater 

equity of health services and outcomes across the nation. 
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Attachment 

 
Member Bodies of the National Rural Health Alliance 

ACHSM Australasian College of Health Service Management 

ACRRM Australian College of Rural and Remote Medicine 

AGPN Australian General Practice Network 

AHHA Australian Healthcare & Hospitals Association 

AHPARR Allied Health Professions Australia Rural and Remote 

AIDA Australian Indigenous Doctors’ Association 

ANF Australian Nursing Federation (rural members) 

APA (RMN) Australian Physiotherapy Association Rural Member Network 

APS Australian Paediatric Society 

APS (RRIG) Australian Psychological Society (Rural and Remote Interest Group)   

ARHEN Australian Rural Health Education Network Limited 

CAA (RRG) Council of Ambulance Authorities (Rural and Remote Group) 

CHA Catholic Health Australia (rural members) 

CRANAplus CRANAplus – the professional body for all remote health  

CWAA Country Women’s Association of Australia 

ESSA (NRRC) Exercise and Sports Science Australia (National Rural and Remote Committee) 

FS Frontier Services of the Uniting Church in Australia 

HCRRA Health Consumers of Rural and Remote Australia 

ICPA Isolated Children’s Parents’ Association  

NACCHO  National Aboriginal Community Controlled Health Organisation  

NRHSN National Rural Health Students’ Network 

PA (RRSIG) Paramedics Australasia (Rural and Remote Special Interest Group 

PSA (RSIG) Rural Special Interest Group of the Pharmaceutical Society of Australia 

RACGP (NRF) National Rural Faculty of the Royal Australian College of General Practitioners  

RDAA Rural Doctors Association of Australia 

RDN of ADA Rural Dentists’ Network of the Australian Dental Association 

RHW Rural Health Workforce  

RFDS Royal Flying Doctor Service 

RHEF Rural Health Education Foundation 

RIHG of CAA Rural Indigenous and Health-interest Group of the Chiropractors’ Association of 

Australia 

RNMF of RCNA Rural Nursing and Midwifery Faculty of the Royal College of Nursing Australia  

ROG of OAA Rural Optometry Group of the Australian Optometrists Association 

RPA Rural Pharmacists Australia 

SARRAH Services for Australian Rural and Remote Allied Health 

 


