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Attachment A 
[agenda to come on Monday 19 January] 
Talking Points 

 Thank you Nicola and Dr Bennett for the overview of the report and power point 
presentation. 

 I’d like to focus the discussion today on two main areas that you talked about, the 
reform options for governance, and primary health care reform. 

 
Governance options 
 

 

 

 
Primary care 
 

 

s 47C 

s 47C 



 PROTECTED 

  3 
PROTECTED

 
If other aspects of the report are to be discussed: 
 
Universal access to dental services funded through a Medicare Levy 
 

 

 
Aged Care funding model: person (or voucher) based rather than place based 
 

 
A national Aboriginal and Torres Strait Islander Health Authority to purchase services 
under an Indigenous-specific schedule 
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Other Commissioner Profiles 
 
Professor Justin Beilby is the Executive Dean, Faculty of Health Sciences, which oversees 
training for medical, dental, nursing, psychology and health sciences graduates at University 
of Adelaide. Professor Beilby is also a Professor of General Practice at the University of 
Adelaide. 
 
Professor Beilby has been in general practice in both rural and urban settings for over twenty 
years. He has been President of the Australian Association for Academic General Practice, 
and a member of the Strategic Research Initiative Working Group of the NHMRC. Professor 
Beilby has had a long career in general practice and primary care research, particularly in the 
areas of financing, chronic disease management, health services reform and quality 
initiatives. 
 
Dr Stephen Duckett is Chief Executive of the Centre for Healthcare Improvement in 
Queensland Health, responsible for clinical governance, leadership transformation, health 
statistics and public reporting and improving hospital access (elective surgery, emergency 
department care, outpatients) across Queensland. Dr Duckett was formerly (1996 to 2005) 
Professor of Health Policy and Dean of the Faculty of Health Sciences at La Trobe 
University.  Dr Duckett's research and publications focus on aspects of the Australian health 
care system (including health insurance, workforce), the economics of hospital care 
(particularly the use of casemix measures), and safety and quality of hospital care.  
 
From 1994 to 1996, he was Secretary of the Commonwealth Department of Human Services 
and Health. From 1983 to 1993, he held various operational and policy positions in the 
Victorian Department of Health and Community Services and its predecessors, including 
Director of Acute Health Services, in which position he was responsible for designing and 
implementing Victoria's casemix funding policy. From 2000 to 2005, Dr Duckett chaired the 
boards of directors of Bayside Health and the Brotherhood of St Laurence.  He is an Adjunct 
Professor at the University of Queensland and Griffith University. 
 
Sabina Knight is a remote area nurse and Associate Professor in Remote Health Practice 
and Remote Health Management at the Centre for Remote Health in Alice Springs. 
Associate Professor Knight’s professional activities have been focused on remote, isolated 
and rural health, in particular Aboriginal primary health care and health inequalities, and she 
is a recognised leader in remote health nationally and internationally. Associate Professor 
Knight was a foundation member, and past president, of the Council of Remote Area Nurses 
of Australia (CRANA), foundation deputy Chair and Chair of the National Rural Health 
Alliance (NRHA), and Chair of Central Australian Rural Practitioners Association (CARPA) 
editorial committee producing the internationally recognised CARPA best practice guidelines 
for remote practitioners.  
 
The Hon Rob Knowles AO is currently Chair of the Mental Health Council of Australia. Mr 
Knowles is a consultant /adviser in the health sector and has a very high level of expertise in 
the field of public administration, having been a senior Minister in the Victorian Government 
for seven years including Minister for Health. 
 
Ms Mary Ann O’Loughlin is Executive Councillor and Head of the Secretariat of the COAG 
Reform Council.  Before she joined the Council in 2008, Ms O’Loughlin had 20 years senior 
executive experience in both the public and corporate sectors. Formerly a Director of the 
Allen Consulting Group, a leading economics and public policy consulting firm, 
Ms O’Loughlin specialises in health and social policy analysis and development. 
Ms O’Loughlin was Senior Adviser (Social Policy) to the then Prime Minister, the Hon Paul 
Keating, and held a number of senior positions in the Commonwealth Public Service, 
including Deputy Secretary of the Department of Employment, Education, Training and Youth 
Affairs, and First Assistant Secretary, Social Policy, Department of Prime Minister and 
Cabinet. Ms O’Loughlin has also worked as a senior executive for a major publicly listed 
health care company. 
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National Health and Hospitals Reform Commission   
Terms of Reference  
Australia’s health system is in need of reform to meet a range of long-term challenges, 
including access to services, the growing burden of chronic disease, population ageing, costs 
and inefficiencies generated by blame and cost shifting, and the escalating costs of new 
health technologies.   
The Commonwealth Government will establish a National Health and Hospitals Reform 
Commission to provide advice on performance benchmarks and practical reforms to the 
Australian health system which could be implemented in both the short and long term, to 
address these challenges.  

1. By April 2008, the Commission will provide advice on the framework for the next 
Australian Health Care Agreements (AHCAs), including robust performance 
benchmarks in areas such as (but not restricted to) elective surgery, aged and 
transition care, and quality of health care. 

2. By June 2009, the Commission will report on a long-term health reform plan to 
provide sustainable improvements in the performance of the health system 
addressing the need to:   

a. reduce inefficiencies generated by cost-shifting, blame-shifting and buck-
passing; 

b. better integrate and coordinate care across all aspects of the health sector, 
particularly between primary care and hospital services around key 
measurable outputs for health; 

c. bring a greater focus on prevention to the health system; 
d. better integrate acute services and aged care services, and improve the 

transition between hospital and aged care; 
e. improve frontline care to better promote healthy lifestyles and prevent and 

intervene early in chronic illness; 
f. improve the provision of health services in rural areas; 
g. improve Indigenous health outcomes; and 
h. provide a well qualified and sustainable health workforce into the future   

 

The Commission’s long-term health reform plan will maintain the principles of universality of 
Medicare and the Pharmaceutical Benefits Scheme, and public hospital care.   
The Commission will report to the Commonwealth Minister for Health and Ageing, and, 
through her to the Prime Minister, and to the Council of Australian Governments and the 
Australian Health Ministers’ Conference.  
The Commonwealth, in consultation with the States and Territories from time to time, may 
provide additional terms of reference to the Commission.  
The Commission will comprise a Chair, and between four to six part-time commissioners who 
will represent a wide range of experience and perspectives, but will not be representatives of 
any individual stakeholder groups.   
The Commission will consult widely with consumers, health professionals, hospital 
administrators, State and Territory governments and other interested stakeholders.   
The Commission will address overlap and duplication including in regulation between the 
Commonwealth and States.   
The Commission will provide the Commonwealth Minister for Health and Ageing with regular 
progress reports.   
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2. Primary Health Care Service Reform 
 
Chapter 2 of the report focuses on primary health care services.  To better integrate and 
strengthen primary health care, the Commission proposes that the Commonwealth assumes 
responsibility for all primary health care policy and funding.  As part of its expanded role, the 
Commission proposes the Commonwealth encourage the establishment of Comprehensive 
Primary Health Care Centres (discussed at Attachment D) and that young families and 

s 47C 
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people with chronic and complex conditions have the option of enrolling with a single primary 
health care centre to improve care.  The Commission also proposes workforce role and 
funding redesign, commencing in rural and remote areas, which would see Medicare rebates 
applying to some diagnostic services and specialist medical services ordered or referred by 
nurse practitioners and other registered health professionals, as well as expanded 
Pharmaceutical Benefits Sschedule referral rights. 
 

3. Universal access to dental services funded through a Medicare Levy 
 
The Commission proposes that Australia should have a scheme, ‘Denticare Australia’, for 
universal access to preventive and restorative dental care, and dentures, regardless of 
people’s ability to pay.  Denticare Australia would be based on a mixed approach of public 
and private cover, with the additional costs funded by an increase in the Medicare Levy of 
0.75 per cent of taxable income.   

  
4. Aged Care funding model: person (or voucher) based rather than place based 
 
The Commission proposes reform to the Aged Care funding model to link funding more 
directly to people rather than places.  Several measures are proposed to increase 
competition between aged care providers and improve efficiency and consumer choice.  
These include the removal of restrictions on the number of Commonwealth funded residential 
aged care places individual providers can offer, while maintaining limits on the total number 
of funded places within large planning regions (“person-based” funding); allowing 
accommodation bonds to be paid in high-level residential care, provided that person-based 
funding has first increased competition in supply and pricing; streamlining and integrating 
aged care programs to reduce complexity and improve consistency of fees and eligibility 
criteria; greater consumer choice in the way care is delivered; and improving the availability 
of information about aged care services and quality. 

s 47C 
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5. A national Aboriginal and Torres Strait Islander Health Authority to purchase 

services under an Indigenous-specific schedule 
 
Under this reform direction, the Commission proposes the establishment of a National 
Aboriginal and Torres Strait Islander Health Authority to purchase services specifically for 
Indigenous Australians and their families as a mechanism for ‘closing the gap’.  The Authority 
would operate in much the same way as the Repatriation Commission/Department of 
Veterans’ Affairs does for the veteran community.  Indigenous people would need to register 
to receive services funded through the Authority.  Registration would be voluntary, and those 
not registered would still be covered by existing Medicare arrangements. 
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Attachment D 
 
National Health and Hospital Reform Commission Interim Report – Alignment with 
current government policy and reform processes.  
 
A number of the reform directions proposed by the Commission are aligned with the 
government’s current health reform agenda and the package of reform measures to the 
health and hospital system agreed at the 29 November 2008 COAG meeting.  In our analysis 
of the report we have identified some of the key areas of alignment which are:    
 
1. Comprehensive Primary Health Care Centres 
 
The Commission proposes, as a key feature of primary health care reform, the establishment 
of Comprehensive Primary Health Care Centres (Centres) which align closely with GP Super 
Clinics. The Centres are designed to provide a range of services to become a ‘one-stop-
shop’ for medical and non-medical services including general practitioners, nursing services 
and secondary and allied care.  Similarly, GP Super Clinics are intended to bring together 
general practitioners, nurses, visiting medical specialists, allied health professionals and 
other health care providers. Whereas general practitioners are the key element of each GP 
Super Clinic, the emphasis on general practitioner led teams is less in the Centre proposal: it 
is assumed that all services provided at Centres would work together in partnership to treat 
patients.  
 
The Commonwealth has already committed $275 million over five years from 2007-08 to 
establish 31 GP Super Clinics across Australia. Under the Commission’s proposal, the 
government would encourage the establishment of centres through an offer of initial fixed 
capital grants on a competitive basis. To be eligible for this funding, the Commission 
proposes there would need to be demonstrated involvement of medical and allied health 
providers and community participation in planning.  This is much the same as the process for 
GP Super Clinics, however the government selected the sites for establishment.  
 
As part of primary health care reform, the Commission proposes that the Commonwealth 
would become responsible for all government funding of all primary health care services 
including state and territory and non government services such as generalist community 
health centres.  These services would be part of the proposed Centres. Under the current GP 
Super Clinics model, community health services continue to be funded by State and Territory 
Governments but are integrated with Commonwealth funded services such as general 
practice, without the requirement for Commonwealth control of all primary health care 
funding.  
 
2. Preventive Health Agency 
 
The Commission propose a comprehensive agenda of preventive health measures and the 
establishment of an independent national Agency for health promotion and prevention.  This 
agenda aligns closely with the government’s current focus on preventive health and the 
National Partnership Agreement on Preventive Health (Preventive Health NP). The Agency 
proposed by the Commission would be responsible for national leadership on the 
development of a series of ten-year ‘Healthy Australia Goals’, based on the Healthy Australia 
2020 goals with regular reporting by governments on progress. It would also be responsible 
for building an evidence base for the value of health promotion and prevention, undertaking 
social marketing and educational campaigns, leading cross-sectoral action on health 
promotion and prevention and developing any capacity and infrastructure that is required so 
that prevention becomes the platform of healthy communities and is integrated into all 
aspects of the health care system.  
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Similarly, the Preventive Health NP establishes the National Preventive Health Agency to lay 
the foundation for healthy behaviours through funding social marketing efforts and programs 
supporting healthy lifestyles, and subsequently developing policy and infrastructure to 
support these efforts. It will also have a research and surveillance role and conduct a 
workforce audit and develop associated strategy to identify any gaps in preventative health 
and options to resolve them.  
 
The Commonwealth has committed $872.2 million to 2015 to preventive health through the 
Preventive Health NP which focuses on healthy children, workers and communities.      
 
The Commission also notes that the National Preventative Health Taskforce is currently 
undertaking work on healthier choices in relation to obesity, tobacco and alcohol, and 
assumes that this Taskforce will operate in parallel to the Agency on these issues.  
 
The Commission also proposed the inclusion of Health Literacy as part of the national 
curriculum for primary and secondary students, and proposed that this would form part of the 
national skills assessment process.  This is not something that the Preventative Health NP 
addresses.  
 
3. Workforce Agency 
 
The Preventive Health NP allocates funding for the creation a National Health Workforce 
Agency to establish more effective, streamlined and integrated clinical training arrangements 
and supports workforce reform initiatives. This Agency has responsibility for funding, 
planning and coordinating clinical training for undergraduates in medicine, nursing, allied 
health and dental, as well as supporting research and planning, and progressing new 
workforce models and reforms. Similarly, the Commission suggests the establishment of a 
National Clinical Education and Workforce Training Agency (Clinical Education Agency), 
which builds further on the Preventive Health NP Agency. The Commission suggests that the 
Clinical Education Agency’s key role would be national workforce planning to identify future 
skill needs to assist in the allocation of education and training funding, as well as to identify 
and facilitate the up skilling of health professionals in areas of workforce shortage, and to 
identify gaps in specialist medical training. The Commission notes that the National Health 
Workforce Taskforce is working in this area, but makes no mention of the National Health 
Workforce Agency established by COAG.   
 
The Commonwealth has committed $1.1 billion over four years for health workforce and 
infrastructure initiatives.  In addition, the states and territories have committed $175.6 million 
over for years to progress clinical undergraduate training.  
 
The Commission also suggests a national registration process for health 
professionals.  The report proposes that this process will build on the COAG national 
registration initiative for physiotherapy, optometry, nursing and midwifery, chiropractic 
care, pharmacy, dental care, medicine, psychology and osteopathy.  
 
In addition to funding undergraduate clinical training in medicine, nursing, allied health and 
dental, as the current National Health Workforce Agency will do, the Commission proposes 
clinical education placements for postgraduate students, as well as partnerships with 
universities and vocational education facilities.  

 
4. Activity Based Funding 
 
Activity based funding is a reform that is consistently raised throughout the Commission’s 
report, primarily in relation to all hospital provided services, but also in relation to sub-acute 
care services and Aboriginal and Torres Strait Islander health services.  The Commission 
proposes the use of activity based funding for both public and private hospitals using 
casemix classifications for both inpatient and outpatient treatment, emergency department 
services and sub-acute services.  
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The National Partnership in Hospitals and Health Workforce Reform (Hospitals and Health 
NP) includes investment in activity based funding of $154 million over five years contributed 
by the Commonwealth and states and territories, and will allow for the development and 
application of nationally consistent activity classifications (casemix), and the collection of 
data on public hospital activity, including acute, sub-acute, emergency department, 
outpatients and hospital based community health services.  It will also deliver development 
and application of nationally consistent cost modelling of hospital activity to enable activity 
costs to be determined across the sector.  
 
The Commission has also proposed performance related payments in addition to activity 
based funding. They suggest that performance payments should relate to outcomes or 
process associated with clinical quality and the quantum of improvement compared to an 
evidence base, best practice target or measured outcome.  Performance payments will 
complement activity based funding.  
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Background  
You met with the Commission on 6 February 2009 to discuss the Interim Report. 
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Attachment A: Talking Points 
 
 
General Questions 
 

Governance Options- Hospitals 

 
Primary Care 
 

 

s 47C 

s 47C 

s 47C 



 CABINET IN CONFIDENCE  

  4 
 CABINET-IN-CONFIDENCE    

 

 

s 47C 





 CABINET IN CONFIDENCE  

  6 
 CABINET-IN-CONFIDENCE    

Dr Stephen Duckett is Chief Executive of the Centre for Healthcare Improvement in 
Queensland Health, responsible for clinical governance, leadership transformation, health 
statistics and public reporting and improving hospital access (elective surgery, emergency 
department care, outpatients) across Queensland. Dr Duckett was formerly (1996 to 2005) 
Professor of Health Policy and Dean of the Faculty of Health Sciences at La Trobe 
University.  Dr Duckett's research and publications focus on aspects of the Australian health 
care system (including health insurance, workforce), the economics of hospital care 
(particularly the use of casemix measures), and safety and quality of hospital care.  
 
From 1994 to 1996, he was Secretary of the Commonwealth Department of Human Services 
and Health. From 1983 to 1993, he held various operational and policy positions in the 
Victorian Department of Health and Community Services and its predecessors, including 
Director of Acute Health Services, in which position he was responsible for designing and 
implementing Victoria's casemix funding policy. From 2000 to 2005, Dr Duckett chaired the 
boards of directors of Bayside Health and the Brotherhood of St Laurence.  He is an Adjunct 
Professor at the University of Queensland and Griffith University. 
 
Sabina Knight is a remote area nurse and Associate Professor in Remote Health Practice 
and Remote Health Management at the Centre for Remote Health in Alice Springs. 
Associate Professor Knight’s professional activities have been focused on remote, isolated 
and rural health, in particular Aboriginal primary health care and health inequalities, and she 
is a recognised leader in remote health nationally and internationally. Associate Professor 
Knight was a foundation member, and past president, of the Council of Remote Area Nurses 
of Australia (CRANA), foundation deputy Chair and Chair of the National Rural Health 
Alliance (NRHA), and Chair of Central Australian Rural Practitioners Association (CARPA) 
editorial committee producing the internationally recognised CARPA best practice guidelines 
for remote practitioners.  
 
The Hon Rob Knowles AO is currently Chair of the Mental Health Council of Australia. Mr 
Knowles is a consultant /adviser in the health sector and has a very high level of expertise in 
the field of public administration, having been a senior Minister in the Victorian Government 
for seven years including Minister for Health. 
 
Ms Mary Ann O’Loughlin is Executive Councillor and Head of the Secretariat of the COAG 
Reform Council.  Before she joined the Council in 2008, Ms O’Loughlin had 20 years senior 
executive experience in both the public and corporate sectors. Formerly a Director of the 
Allen Consulting Group, a leading economics and public policy consulting firm,  
Ms O’Loughlin specialises in health and social policy analysis and development. She was 
Senior Adviser (Social Policy) to the then Prime Minister, the Hon Paul Keating, and held a 
number of senior positions in the Commonwealth Public Service, including Deputy Secretary 
of the Department of Employment, Education, Training and Youth Affairs, and First Assistant 
Secretary, Social Policy, Department of Prime Minister and Cabinet. Ms O’Loughlin has also 
worked as a senior executive for a major publicly listed health care company. 
 
Professor Ronald Penny AO is one of Australia’s leading immunologists and is currently 
Emeritus Professor of Medicine, University of NSW; and Senior Clinical Advisor, NSW 
Health. He was Director, Centre for Immunology at St Vincent’s Hospital and University of 
NSW until 2002. He is currently the Co-Chair of the NSW Chronic Aged Community Health 
Priority Taskforce. Professor Penny was in 1979 awarded the first Doctor of Science for 
clinical research from the University of NSW, followed by a Personal Chair in clinical 
immunology in 1998.  
 
Professor Penny has published over 350 medical and scientific papers in prestigious national 
and international journals. Professor Penny was previously the Co-Chair the NSW State 
Government’s Chronic and Complex Care Implementation Advisory Group; Chairman of the 
NSW Blood Products Advisory Committee; Chairman of the NSW SARS Task Force, and the 
Ministerial Advisory Council on Medical and Health Research. Professor Penny has served 
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National Health and Hospitals Reform Commission   
Terms of Reference  
Australia’s health system is in need of reform to meet a range of long-term challenges, 
including access to services, the growing burden of chronic disease, population ageing, costs 
and inefficiencies generated by blame and cost shifting, and the escalating costs of new 
health technologies.   
The Commonwealth Government will establish a National Health and Hospitals Reform 
Commission to provide advice on performance benchmarks and practical reforms to the 
Australian health system which could be implemented in both the short and long term, to 
address these challenges.  

1. By April 2008, the Commission will provide advice on the framework for the next 
Australian Health Care Agreements (AHCAs), including robust performance 
benchmarks in areas such as (but not restricted to) elective surgery, aged and 
transition care, and quality of health care. 

2. By June 2009, the Commission will report on a long-term health reform plan to 
provide sustainable improvements in the performance of the health system 
addressing the need to:   

a. reduce inefficiencies generated by cost-shifting, blame-shifting and buck-
passing; 

b. better integrate and coordinate care across all aspects of the health sector, 
particularly between primary care and hospital services around key 
measurable outputs for health; 

c. bring a greater focus on prevention to the health system; 
d. better integrate acute services and aged care services, and improve the 

transition between hospital and aged care; 
e. improve frontline care to better promote healthy lifestyles and prevent and 

intervene early in chronic illness; 
f. improve the provision of health services in rural areas; 
g. improve Indigenous health outcomes; and 
h. provide a well qualified and sustainable health workforce into the future   

 

The Commission’s long-term health reform plan will maintain the principles of universality of 
Medicare and the Pharmaceutical Benefits Scheme, and public hospital care.   
The Commission will report to the Commonwealth Minister for Health and Ageing, and, 
through her to the Prime Minister, and to the Council of Australian Governments and the 
Australian Health Ministers’ Conference.  
The Commonwealth, in consultation with the States and Territories from time to time, may 
provide additional terms of reference to the Commission.  
The Commission will comprise a Chair, and between four to six part-time commissioners who 
will represent a wide range of experience and perspectives, but will not be representatives of 
any individual stakeholder groups.   
The Commission will consult widely with consumers, health professionals, hospital 
administrators, State and Territory governments and other interested stakeholders.   
The Commission will address overlap and duplication including in regulation between the 
Commonwealth and States.   
The Commission will provide the Commonwealth Minister for Health and Ageing with regular 
progress reports.   
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To:   Prime Minister (for information)  
 

 

 
 
 

Recommendations: That you note the key recommendations 
of the Commission’s report and PM&C’s preliminary 
analysis of the recommendations attached.   
 
Kevin Rudd Date:  

PM&C ASSESSMENT: 
 
The reasons for the recommendations presented are: 

• The NHHRC has presented its final report to government on health reform.  
• PM&C has considered the report’s recommendations and considers that the key 

recommendations are:  
o A Healthy Australia Accord – the Commonwealth would take full responsibility for the 

policy and public funding of primary health care, basic dental care, Indigenous health 
and aged care.  Funding for public hospitals through the use of ABF at 100 per cent 
of the efficient costs of public hospital outpatient services and 40 per cent of the cost 
of care for every episode of acute care and subacute care for public inpatients and 
emergency department treatment. 

o Medicare Select – in the long term the Government should consider becoming the 
sole government funder of health services. 

o The introduction of Denticare Australia. 
o In aged care, funding people instead of places. 
o A national Aboriginal and Torres Strait Islander Health Authority to purchase services 

under an Indigenous-specific schedule 

 

Re: National Health and Hospitals Reform Commission (NHHRC): A 
Healthier Future for all Australians, Final Report June 2009. 

Urgency: Timing:   Initiation: 
High Nil. Department 
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Attachment A - PM&C ANALYSIS OF THE NATIONAL HEALTH AND HOSPITALS 
REFORM COMMISSION: A HEALTHIER FUTURE FOR ALL AUSTRALIANS, FINAL 
REPORT JUNE 2009. 
 
The Australian health system: problems and challenges 
 
The Commission begins its report with an assessment of the Australian health system, which 
by most comparisons is very strong, with health outcomes among the best in the world.  
Despite the strengths of the system, the Commission acknowledges that it is a system under 
pressure and out of balance.  Through its consultations and work, the Commission identified 
the following concerns: 
 

1. The system is out of balance, there is : 
• a focus on illness at the expense of wellness; 
• a growing tension between private and public provision; 
• a provider focus, rather than patient focus; and  
• a disjunction between service provision, teaching and research. 

 
2. There are inequities in access and outcomes, evident by: 

• The life expectancy gap for Aboriginal and Torres Strait Islander peoples 
• People living with mental illness are poorly supported 
• Remoteness leads to poorer health outcomes 
• Basic dental care is unaffordable for many Australians 

 
3. Inefficiencies in the organisation and delivery of health care: 

• Variation in hospital costs per patient 
• Primary care delivery could be more efficient 
• Older patients in public hospitals often need a different form of care 
• Aged care services could be made more efficient 
• Inefficient processes existing within health care could be reduced 

 
4. There are growing concerns about safety and quality: 

• Action is needed to measure and prevent adverse events 
• Poor capture and use of performance data 
• Potentially preventable hospital stays 

 
Underlying these concerns is a system which is fragmented with a complex division of 
funding responsibilities and performance accountabilities between different levels of 
government.  This fragmentation and complexity causes confusion, the system is difficult to 
navigate leading to uneven access and cost and blame and service shifting by providers. 
 
The Commission also sets out the future challenges for our health system, which can be 
summarised as: 

• The rising cost of health care 
• Demographic trends (such as an ageing population) 
• Workforce shortages and declining morale 
• Chronic health conditions are more prevalent than ever before 
• Advances in health technology and information and communications technology. 

 
It is the Commission’s view that now is the time for reform and it outlines its framework for 
health care reform described as an agile, self-improving, and sustainable health system 
which puts the health and wellbeing of people and families firmly at its centre. 
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Reforming Governance 
 
The interim report put forward three reform options for governance and as a result of 
consultation these have been refined and the Commission now proposes two main 
recommendations: 
 

• A Healthy Australia Accord; and 
• Medicare Select 

 
A Healthy Australia Accord 
 
The Healthy Australia Accord retains a governance model of shared responsibility for health 
care between the Commonwealth and state governments, but with significantly re-aligned 
roles and responsibilities.  Under this model the Commonwealth would take full responsibility 
for the policy and public funding of primary health care, basic dental care and aged care.  
The Commonwealth would also be responsible for purchasing health services for Aboriginal 
and Torres Strait Islander people under a National Authority (discussed below).   
 
Under the Accord the states and territories would remain responsible for public hospitals, 
and Commonwealth funding would be allocated in the following way: 
 

• 100 per cent of the efficient costs of public hospital outpatient services using an 
agreed casemix classification and an agreed, capped activity-based budget 

• 40 per cent of the cost of care for every episode of acute care and sub-acute care for 
public inpatients and emergency department treatment. 

 
The Commission proposes that over time the Commonwealth would build capacity and 
experience in purchasing public hospital services and could increase its funding to 100 per 
cent of the efficient cost for these services.   
 

The Commission notes that the Commonwealth could move to 100 per cent of the efficient 
cost of care in hospitals, which would give it the capacity to set funding levels across the 
health care continuum.  According to the Commission the Commonwealth could pay a 
hospital or health care benefit directly to a public hospital which may lead the states to 
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Dental 
 
Denticare: universal access to dental services funded through an increased Medicare levy 
 
The Commission proposes a ‘Denticare Australia’ scheme providing universal access to 
preventive and restorative dental care, and dentures, for all Australians. Denticare would 
operate under a social insurance model similar to the proposal for Medicare Select.  People 
would be able to choose between public and private dental health plans, with the 
Government meeting the full cost of services under the public plan and 85% of costs under 
private plans. Additional recommendations include a dental residency program ($200 
million), dental school expansion ($100 million), revitalised school dental programs 
($100 million) and increased oral health promotion ($20 million). 
 
The Commission proposes an increase in the Medicare Levy by an additional 0.75% of 
taxable income to fund Denticare and associated measures (approximately $5.5 billion per 
year).  
 

 
Mental Health 
 
Better Care for people with serious mental illness 
The Commission makes a series of recommendations to facilitate better care for people with 
serious mental illness including: the expansion of sub-acute services in the community; 
access to stable accommodation and other social supports; and ensuring that all acute 
mental health services have a ‘rapid response outreach team’ available 24 hours a day. The 
aim is to provide intensive community treatment and support as an alternative to hospital 
based treatment. Multi-disciplinary community based sub-acute services provide what is 
known as step up and step down care. That is, they help manage the care of people with 
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A national Aboriginal and Torres Strait Islander Health Authority to purchase services under 
an Indigenous-specific schedule 
 
Under this reform, the Commission proposes the establishment of a National Aboriginal and 
Torres Strait Islander Health Authority to purchase services specifically for Indigenous 
Australians and their families as a mechanism for ‘closing the gap’.  The Authority would 
operate in much the same way as the Repatriation Commission/Department of Veterans’ 
Affairs does for the veteran community, with services purchased on a fee for service basis 
through mainstream health providers and Aboriginal health organisations.  Indigenous 
people would need to register to receive services funded through the Authority.  Registration 
would be voluntary, and those not registered would still be covered by existing Medicare 
arrangements. 
 

The Commonwealth investment in the Indigenous Health NP is focused on making the 
current structures work for Indigenous people – strengthening accredited Aboriginal 
community controlled health services to continue to provide culturally appropriate 
comprehensive primary health care and supplementing this with improved capacity for 
mainstream services to meet the needs of Indigenous Australians in urban and regional 
areas.   
 
The NP will use a range of strategies to enable Indigenous Australians to access primary 
health care, particularly through Indigenous Outreach Workers, who will also assist 
individuals through the primary health care system.  Funds will be available for specific 
geographical areas so that they can purchase additional services that meet the needs of the 
local population and which complement and enhance the current services that are available 
in the area. The amount of funding available to an area will be determined by the number of 
Indigenous Australians living in the region, adjusted to reflect the number of people actually 
participating in the Chronic Disease Management Program.  
 
Improving nutrition in targeted remote Indigenous Communities 

This reform stresses the importance of good nutrition and a healthy diet as key elements of a 
healthy start to life, and recommends an integrated package to improve the affordability of 
fresh food – particularly fruit and vegetables – in targeted remote communities. This strategy 
includes subsidised foods, nutritional education programs and vitamin and nutrient 
supplements for infants, school children and pregnant women. 

Comment: At the 2 July COAG the Working Group on Indigenous Affairs, led by Minister 
Macklin, was tasked with investigating the issue of food security in remote communities. This 
is in recognition of the role that good food and nutrition have in Closing the Gap in life 
expectancy.  The Working Group will look at both supply and consumption issues, and will 
draw on the experience of the NTER store licensing, which has had substantial benefits in 
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