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Introduction  

The National Rural Health Alliance (NRHA) is the peak national organisation for rural and 

remote health and wellbeing.  The Alliance comprises 37 Member Bodies including 

consumer groups, representation from the Aboriginal and Torres Strait Islander health sector, 

organisations representing rural health professionals (doctors, nurses, allied health 

professionals - including speech pathologists, psychologists and physiotherapists, dentists, 

pharmacists, paramedics, health students, chiropractors and health service managers) and 

service providers.  A complete list of Member Bodies is attached.   

 

The Alliance brings together the voices of these 37 national organisations and a wide network 

of supporters, all committed to improving the health and wellbeing of the more than 6.7 

million people of rural and remote Australia. 

 

The NRHA notes the progress the Independent Hospitals Pricing Authority (IHPA) has 

outlined with its work to determine the National Efficient Price (NEP) that is used to 

calculate Commonwealth payments for in-scope public hospital services that are funded on 

an activity basis and the National Efficient Cost (NEC) covering those services which are 

block funded.
1
   

 

We also note that the IHPA is continuing to deliver its work program during 2014-15 while 

the Government consults with the States and Territories about the intention to create a new 

Health Productivity and Performance Commission announced in the Federal Budget in May 

2014.  The proposed new Commission would merge the functions of the Australian 

Commission on Safety and Quality in Health Care, the Australian Institute of Health and 

Welfare, IHPA, the National Health Performance Authority, the National Health Funding 

Body and the Administrator of the National Health Funding Pool.   

 

The focus of this brief submission from the NRHA to the IHPA is on Section 12 of the 

Consultation Paper, “Setting the National Efficient Cost”.   

 

The National Efficient Cost (NEC) is the basis for the block funding of small rural hospitals 

and is therefore a critical determinant of access to healthcare close to home for people in rural 

and remote areas.  In many cases the continuing existence of a small rural hospital as a 

healthcare centre for the district is critical to the sustainability of a whole range of health 

services including primary care, specialist and allied health outreach and telehealth services, 

aged care and end of life care.  The closure of a small rural hospital can result in substantial 

flow-on effects to these other health services, well beyond its direct impact on hospital care.   

 

In this submission we consider the Section 12 consultation questions posed by IHPA as 

follows: 

 

 Do you support the proposal to alter the eligibility criteria for block funded hospitals 

in the National Efficient Cost 2015-16 (NEC15)? 

 Do you support the proposal to include all National Weighted Activity Units 

(NWAUs) in the calculation of the block funding eligibility criteria? 

                                                 
1
 Independent Hospitals Pricing Authority.  Consultation paper on the Pricing Framework for Australian Public 

Hospital Services 2105-16.  June 2014.  Commonwealth of Australia, 2014.  Accessed 24 June 2014 from 

http://www.ihpa.gov.au/internet/ihpa/publishing.nsf/Content/76C288E47FDD5B34CA257948007A4253/$File/c

onsultation-paper-pricing-framework-2015-16.pdf  

http://www.ihpa.gov.au/internet/ihpa/publishing.nsf/Content/76C288E47FDD5B34CA257948007A4253/$File/consultation-paper-pricing-framework-2015-16.pdf
http://www.ihpa.gov.au/internet/ihpa/publishing.nsf/Content/76C288E47FDD5B34CA257948007A4253/$File/consultation-paper-pricing-framework-2015-16.pdf
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 What are the benefits and risks to hospitals from amending the block funding criteria? 

 Are there any alternative approaches to determining the efficient cost of small rural 

hospitals that IHPA should consider? 

 Do you support the proposal to include more hospital characteristics in the model for 

determining the efficient cost of small rural hospitals (for example the provision of 

surgical or obstetric services)? Are there any other characteristics that IHPA should 

consider for inclusion? 

 

Eligibility criteria and National Efficient Cost for block funded hospitals 

The NRHA notes that IHPA established the following draft Block Funding Criteria as part of 

the 2013-14 Pricing Framework, but these have not yet been approved by COAG.   

 

“Public hospitals, or public hospital services, will be eligible for block grant funding if: 

 

1. The technical requirements for applying Activity Based Funding (ABF) are not able 

to be satisfied. 

2. There is an absence of economies of scale that mean some services would not be 

financially viable under ABF.” 

 

At the time, these criteria included specific „low volume‟ thresholds to determine if a small 

hospital was eligible for block funding, based on National Weighted Activity Units for 

admitted acute care only, as robust figures for non-admitted data were not available.   

 

The NRHA accepts that there is a reasonable argument for revisiting the low volume 

thresholds to be used in the 2014-15 National Efficient Cost determinations as data is 

beginning to improve for small (and larger) rural hospitals.   

 

In the Consultation Paper, IHPA is considering two options for setting the new low volume 

threshold under which hospitals that are in a rural area (defined in ASGRS as Inner Regional, 

Outer Regional, Remote and Very Remote).  The current low volume threshold for hospitals 

in rural areas, used in 2013-14 when the block funding model was used for the first time, is < 

3,500 acute inpatient National Weighted Activity Units (NWAU) per annum.  Within the 

current pricing framework, each rural hospital that meets this low volume threshold is 

assigned an efficient cost on the basis of the size and location (ASGS Region) of the hospital.  

This efficient cost is the average cost of all hospitals in the same size and location grouping. 

 

The new low volume thresholds under consideration would be based on all the National 

Weighted Activity Units (NWAU) provided by the hospitals, including admitted and non-

admitted data (rather than acute inpatient data only):   

 

 3,500 total NWAU, which would result in 20 hospitals that are currently eligible for 

block funding no longer meeting the criteria in future years; or 

 2,500 total NWAU, which would result in 46 hospitals (approximately 10 per cent) 

that are currently eligible for block funding no longer meeting the criteria. 

 

The NRHA urges a conservative approach, given that comprehensive data from small rural 

hospitals is not yet a part of the national data set and the States and Territories are still 

working on improving data quality and availability. 
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IHPA outlines how the larger rural hospitals skew the results for costing purposes, due to 

their high activity levels, including considerable activity in the emergency/non-admitted 

domain.  It is apparent that some of the hospitals with the highest activity in the current 

block-funded categories are not small rural hospitals - they are larger ones.  While there is an 

argument for placing them in the National Efficient Price determination, the high level of 

activity in the non-admitted domain may differentiate them from other hospitals of similar 

size and activity levels that provide a more traditional mix of admitted and non-admitted 

services.   

 

Given the fundamental role of rural hospitals in underpinning health services more broadly in 

under-served rural and remote areas, a gradual approach to the changes would seem more 

appropriate.  The NRHA recommends that changes to the National Efficient Cost are made 

only as robust data to support the changes becomes available.   

 

It is critical to the health and wellbeing of the people of rural and remote Australia that the 

States and Territories are supported and encouraged to maintain and improve existing 

services. This is particularly important at this time of consultation and change around the 

development of a White Paper on Federal Financial Relations and changes to the National 

Health Reform Agreement, including the consideration of a new Health Performance and 

Productivity Commission.   

 

This conservative approach will also provide the opportunity to develop better definitions of 

the roles and functions of the small and larger rural hospitals within their local areas, regions 

and States/Territories than is available at present.  To this end, it would seem logical to 

include more information on the characteristics of small hospitals including surgery, 

obstetrics and even oncology services which are now starting to be delivered in some small 

rural hospitals, in the National Weighted Activity Units system. 

 

Multi-Purpose Services – a priority area for development 

In the context of developing better definitions of the roles and functions of rural hospitals, it 

is also critical to consider the roles and functions of Multi-Purpose Services (MPSs) and the 

important contribution they make to health care close to home for rural people.   

 

Costing data and information about MPS activity is not yet a part of the State-based Activity 

Based Funding strategies.  The MPS funding agreements allow for the pooling of funds from 

the Commonwealth and the relevant State or Territory in order to meet community needs 

irrespective of where they arise (in hospital, residential or community settings).  This health 

outcome based funding model is of great value in ensuring the necessary services are 

available in small rural communities, so long as it is developed through effective consultation 

with the communities and their existing service providers.   

 

However, so far there is no agreement between the States, Territories and the Commonwealth 

on accountability and performance measurement for MPSs.  Without such an agreement in 

place, the price paid to an MPS does not necessarily take into account the need to invest in 

performance measurement and improvement beyond compliance obligations alone.  A 

particular benefit of the IHPA Pricing Guidelines, which frame the policy intent for timely-

quality care, efficiency and fairness as part of both activity based and block grant funding of 

public hospital services, is the expectation that performance measurement and quality 

improvement are part of the price of providing services.  A suitable framework should also be 



5 

developed for MPS funding to ensure fairness for all recipients of publicly funded hospital 

services, whether through a hospital or MPS.   

 

Conclusion 

We commend these points for the consideration of IHPA and urge that changes to the pricing 

framework are made on the basis of evidence, not ahead of the evidence.   

 

In the words of a Country Women‟s Association of Australia correspondent: 

 

“Closures of small rural hospitals have an impact on the whole town and community 

with a flow-on effect.  The hospital closes, banks shut, people leave, school numbers 

decline, teachers move on and ultimately little more than a ghost town remains.”   

 

In this broader community context, the NRHA calls upon the IHPA to take a conservative 

approach to the pricing framework for block funding.  Any changes should be based on the 

evidence as it accumulates for the effective block-funding of small rural hospitals.  A better 

understanding of the role of Multi-Purpose Services and the contribution they make to 

healthcare in smaller rural and remote communities should form a part of this growing 

evidence base.   

 

It is critical that the IHPA Pricing Framework informs the sustainability of health services in 

rural and remote areas and minimises the risk of unintended consequences such as the 

withdrawal of much-needed hospital and associated healthcare services and flow-on impacts 

to the whole community.   
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Attachment 

Member Bodies of the National Rural Health Alliance 

 

ACEM (RRRC) Australasian College of Emergency Medicine (Rural, Regional and Remote 

Committee) 

ACHSM Australasian College of Health Service Management 

ACM (RRAC) Australian College of Midwives (Rural and Remote Advisory Committee) 

ACN (RNMCI) Australian College of Nursing (Rural Nursing and Midwifery Community of 

Interest) 

ACRRM Australian College of Rural and Remote Medicine 

AGPN Australian General Practice Network 

AHHA Australian Healthcare and Hospitals Association 

AHPARR Allied Health Professions Australia Rural and Remote 

AIDA Australian Indigenous Doctors‟ Association 

ANMF Australian Nursing and Midwifery Federation (rural members) 

APA (RMN) Australian Physiotherapy Association Rural Member Network 

APS Australian Paediatric Society 

APS (RRPIG) Australian Psychological Society (Rural and Remote Psychology Interest Group)   

ARHEN Australian Rural Health Education Network Limited 

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

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) 

FRAME Federation of Rural Australian Medical Educators 

FS Frontier Services of the Uniting Church in Australia 

HCRRA Health Consumers of Rural and Remote Australia 

IAHA Indigenous Allied Health Australia 

ICPA Isolated Children‟s Parents‟ Association  

NACCHO  National Aboriginal Community Controlled Health Organisation  

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

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 

RDAA Rural Doctors Association of Australia 

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

RFDS Royal Flying Doctor Service 

RHWA Rural Health Workforce Australia 

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

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 

SPA (RRMC) Speech Pathology Australia (Rural and Remote Member Community) 

 

 


