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Introduction
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Landscape for change 

• Globally, health care is being transitioned from hospital-centric services to integrated care 

systems (across the landscapes of primary, community and acute care), prioritizing 

person-centred services, especially delivered in the community.

• These transitions tend to require more complex ‘connected’ funding models to realign 

provider incentives with new integrated models of care. 

• Different funding models create different financial incentives, leading to different services 

being offered and accessed.

• Quite simply, funding models can impact health outcomes in a substantial way.



Relationship between funding 

models and financial incentives
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funding mechanisms translate into financial incentives for services to be provided 

(or not provided) to a particular people in a particular manner (i.e., local 

configuration). 

o A funding model is a methodical and institutionalized approach to building a reliable 

revenue base that will support an organization's core programs and services. ...

o financial incentive is financial lever to encourage certain behaviors or actions. 

Specifically, behaviors or actions that would not otherwise have occurred. The financial 

incentive, or monetary benefit, motivates certain behaviors or actions.

o >>>> “invisible hand, puppeteer or policy lever” aimed to address the agency 

relationship and market failures in health care delivery, and one lens to address 

health system integration.. 



Market failure Health system 
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Funding models and financial incentives are ONE lever to address HEALTH ECONOMY 

AND HEALTH SERVICES (market) failure

Market failure

• Asymmetric information

- Doctor Principal-agent relationship triangulated between payer and patient

• Uncertainty

- Who will get ill

- Will the treatment work

• Public goods

- Medical knowledge

• Externalities

- Infectious diseases

Concerns about the distribution of burden

• Poverty  illness

• Unaffordable treatments
Source: Arrow, K. (1963) Uncertainty and the welfare economics of medical care. The American 
Economic Review. 53(5): 941



Policy levers in health care
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• …

Reference:
Levesque J, Sutherland K
What role does performance information 
play in securing improvement in healthcare? 
a conceptual framework for levers of change
BMJ Open 2017;7:e014825. 
doi: 10.1136/bmjopen-2016-014825

There are other policy levers that seek to do this 



When financial incentives do more good 

than harm: a checklist

1. Does the desired clinical action improve patient outcomes?

2. Will the undesirable clinical behaviour persist without intervention?

3. Are there valid and reliable measures of the desired clinical behaviour?

4. Have barriers and enablers to improving clinical behaviour been assessed?

5. Will financial incentives work better than other interventions to change 

behaviour, and why?

6. Will benefits clearly outweigh any unintended harmful effects, and at an 

acceptable cost?

7. Are systems and structures needed for the change in place? [What?]

8. How much should be paid, to whom, and for how long?

9. How will the financial incentives be delivered? [Contractual relationships]

OFFICE | FACULTY | DEPARTMENT 6

When financial incentives do more good than harm: a checklist
Glasziou, Paul, Buchan, Heather, Del Mar, Christopher, Doust, Jenny, Harris, 

Mark, Knight, Rosemary, Scott, Anthony, Scott, Ian, & Stockwell, Alexis (2012) 
When financial incentives do more good than harm: a checklist. The BMJ (British 

Medical Journal), 345(7870), pp. 1-5.

https://eprints.qut.edu.au/view/person/Stockwell,_Alexis.html


(Summarise) Introduction
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• Leverage off some of the research conducting into mental health

• General principles 

• Orange declaration (alignment)  

• “A consensus statement with a shared analysis of the problem and a definition 

of work needed to develop authentic rural solutions.

• A call to action for communities, service providers and researchers.”

Australia’s healthcare system ranks low for equity, out of pocket costs and avoidable 

hospital admissions compared to other OECD countries.(OECD) 

Organisation for Economic Co-operation and Development. Health at a Glance 2019: OECD Indicators 2019 Accessed 05 June 2020. Available from:

https://doi.org/10.1787/4dd50c09-en. .

https://doi.org/10.1787/4dd50c09-en


Limitations

8CENTRE FOR THE HEALTH ECONOMY

o Too brief, simplistic

However ‘funding and financing has a key role’

o Funding models can be used to encourage service providers to deliver a mix of 

services aligned to patient preferences. While countries operate their health care 

systems differently, many suffer from common problems, such as too little clinical 

care delivered in the community relative to acute inpatient care. 

o There is no clear ‘best’ funding model that operates within health care. Funding 

model reforms are extremely challenging, having to address intractable and wicked 

problems of complex system redesign and imbedded incentives. Funding model 

reforms often shift funding from one provider to another, or funding risk from payer 

to provider. 



Limitations
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….. Cont … 

o Funding model reforms may take many years to embed. They need to outlive 

economic and political cycles while providing stability during prolonged periods of 

transitions in service delivery, as the system realigns itself towards a new funding 

model. 

o More complex funding models also require detailed data, for example, on costs and 

resource use to calculate prices, on patient characteristics to risk adjust funding, 

and on outcomes to reward providers for good practice. This requires investment in 

data collection and analysis. 



Types of funding models 
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• Historical funding

• Fee for service

• Activity Based Funding

• Population based funding (Block funding)

• Capitation funding

• Pay for performance (PfP)

• Bundled payments
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Funding model
Description

Australian examples
Advantages Disadvantages

Historical 

funding

Funding allocated to 

service providers in a 

block, with the amount 

based on historical 

allocations. There is no 

formal relationship 

between the amount and 

population need for  

health care services. 

Funding to public hospitals 

in rural and remote 

regions.

Funding to local health 

districts / networks for 

community mental health 

services.

Funding to Aboriginal 

Community Controlled 

Health Organisations

• Easy to administer funds 

among providers, requiring 

little use of data to 

determine funding 

allocations.

• Allows tight budget control 

for the funder.

• Provides some flexibility 

for the funder to change 

the total funding amount 

and funding allocations 

based on policy 

requirements.

• Allows for flexible use of 

funding by providers to 

meet local needs. 

• Can incentivise providers 

to invest in prevention 

activities to control future 

treatment costs

• Can incentivise providers 

to invest in more efficient 

service delivery if unspent 

funds can be kept. 

• Funding allocation is not 

transparent to providers.

• Use of funds by providers 

is not transparent to 

funder.

• Funding allocation is 

unlikely to be aligned to 

population care needs, 

introducing the potential 

for inequitable service 

delivery.

• Funding allocation is 

unlikely to be aligned with 

the cost of delivering 

services, introducing the 

potential for variation in 

care quality.

• The delivery of services by 

providers may not align 

with central policy 

objectives if flexible use of 

funds is allowed.

• The total funding amount 

and the allocation of 

funding across providers 

are at risk of significant 

change based on the whim 

of political decisions.

• May create a barrier to 

entry for new providers 

given a new entrant may 

require a redistribution of 

funding among incumbent 

Source: MUCHE.
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Funding model Description Australian examples • Advantages • Disadvantages
Fee for service Funding linked to the type 

and amount of service 

delivered to patients. 

Funding is generally 

uncapped so volume and 

expenditure is typically 

managed by changing prices 

or limiting the types of 

services funded. 

Funding to GPs, 

psychologists and 

psychiatrists (among other 

practitioners) through the 

Medicare Benefits Schedule 

(MBS). 

• Funds are transparently 

attached to activity.

• Can incentivise providers to 

increase their service volume, 

thereby encouraging low 

waiting times.

• Prices can be used to change 

provider service mix towards 

more efficient or effective 

services.

• Can encourage providers to 

seek patients with high care 

needs given this will likely 

result in more revenue. 

• A funding model typically 

preferred by providers given 

its direct link between 

revenue and activity.

• Can incentivise providers to 

over-service patients or 

deliver inappropriate care, 

given it results in additional 

revenue.

• Introduces a funding risk to 

providers compared to block 

funding models given funding 

depends on their ability to 

attract demand for their 

services (i.e., activity). 

• Poor pricing can incentivise 

the delivery of care not 

aligned with clinical need or 

best practice.

• Difficult to set pricing levels 

to account for variation in 

costs among heterogeneous 

providers. Some providers 

may be overpaid while others 

may be underpaid compared 

to their external cost 

environment. 

• Funding for capital 

expenditure is typically 

required through other 

funding models (e.g., capital 

grants).

• Does not incentivise the 

delivery of good care quality 

or efficient service delivery. 

Other levers are required, 

such as performance 

measurement. 

• Price typically does not 

Source: MUCHE.
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Funding model
Description

Australian examples
• Advantages • Disadvantages

Activity Based 

Funding

Funding allocated to 

service providers based on 

the number and type of 

services provided. Services 

are typically categorised 

into homogenous groups 

(e.g., diagnosis related 

groups) and each group is 

allocated a price (e.g. 

national weighted activity 

units). Activity volume is 

typically managed through 

agreements with providers. 

Funding to public hospitals 

not located in rural and 

remote regions, including 

acute, sub-acute, non-

admitted patients and 

emergency department 

(ED)

• Funds are transparently 

attached to episodes of 

care.

• Can incentivise providers to 

increase their service 

volume, thereby 

encouraging low waiting 

times.

• Incentivises providers to 

deliver services efficiently 

within a defined episode of 

care.

• Promotes a fair allocation 

of funding across service 

providers based on episode 

volume.

• Price can be adjusted to 

accommodate differences 

in costs associated with 

provider characteristics and 

differences in complexity 

associated with patient 

characteristics.

• Leads to improved data 

collection on resource use 

and unit costs, thereby 

facilitating better 

management decisions to 

improve efficiency.

• Requires a large set of high 

quality cost and service 

data to determine prices.

• Requires a validated 

categorisation for each type 

of episode funded, which 

can be complex to 

determine.

• High ongoing 

administration costs to 

ensure price continues to 

reflect changes in provider 

cost structures over time.

• Requires large investment 

in human capital and 

technology to ensure 

volume and cost data are 

valid and up-to-date.

• There is potential for 

‘cream skimming’ low risk 

patients if the price does 

not accurately reflect 

differences in costs 

associated with more 

complicated cases.

• Price typically does not 

account for differences in 

service quality delivered 

within an episode. May 

encourage high cost 

providers to reduce quality 

to ensure price covers cost. 

Source: MUCHE.
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Funding model Description Australian examples • Advantages • Disadvantages
Population 

based funding

Funding allocated to 

service providers in a 

block, with the amount 

based on the expected 

population need for 

services. Need is typically 

crudely determined using 

population numbers and 

population characteristics 

such as age, gender, 

socioeconomic status and 

disease prevalence. 

Some mental health and 

suicide prevention funding 

to Primary Health 

Networks is population 

based. Funding is based 

on population size, 

rurality, Indigenous status 

and socioeconomic status. 

• Easy to administer funds 

among providers.

• Allows some budget 

control for the funder 

through manipulating the 

allocation algorithm and 

prices.

• Funding broadly 

represents the care needs 

of the population. 

• Allows for flexible use of 

funds by providers to meet 

local needs.

• Incentivises providers to 

invest in better quality 

care and prevention 

activities to control future 

treatment costs if savings 

can be retained.

• Incentivises providers to 

invest in more efficient 

service delivery if savings 

can be retained.

• Limits funding risk to 

providers given there is 

less opportunity to 

manipulate the allocation 

of funds based on political 

change.

• Requires a significant 

amount of high quality 

data to properly assess 

population need. 

• The determined level of 

funding based on 

population characteristics 

may not represent the true 

level of care need. 

• The delivery of services 

may not align with central 

policy objectives if flexible 

use of funds is allowed. 

• Incentive for providers to 

seek low cost patients 

rather than complex needs 

patients.

• Potentially difficult to 

define a population given 

people may also use 

services from other 

providers funded through 

other means, or from 

providers in other 

locations outside a 

geographical boundary 

(particularly on the 

geographical boundaries) 
Source: MUCHE.
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Funding model Description Australian examples • Advantages • Disadvantages
Capitation 

funding

Funding allocated to service 

providers upon each 

individual enrolled, with the 

amount based on the risk of 

enrolled individuals 

requiring healthcare 

services. Individual risk is 

typically determined by 

allocating individuals into 

broad risk categories based 

on a health care need 

assessment. 

Residential aged care 

funding for care services is 

determined by the Aged 

Care Funding Instrument. 

This allocates funding to the 

provider based on the 

expected care costs to the 

provider from the resident 

in care. Care needs are 

measured through an 

assessment of severity 

across three domains, 

including Activities of Daily 

Living, Cognition and 

Behaviour, and Complex 

Health Care. The overall 

funding amount is 

determined by prices across 

each domain and severity 

level, which are set by the 

Australian Government.

• Funding broadly represents 

the care needs of the 

patient.

• Allows some budget control 

for the funder through 

manipulating the way needs 

are assessed and prices. 

• A high degree of funding 

transparency across 

providers. 

• Allows for flexible use of 

funding by providers to 

meet local needs

• Incentivises providers to 

invest in prevention 

activities to control future 

treatment costs. 

• Incentivises providers to 

invest in more efficient 

service delivery. 

• Incentivises providers to 

invest in better quality care 

to enrol more patients and 

reduce future service use of 

enrolled patients.

• Requires a significant 

amount of high quality data 

to properly assess patient 

needs, activity and cost of 

services. 

• Funding based on patient 

characteristics may not 

represent the true level of 

care needed if the data is 

poor. 

• Should comprise an 

assessment of care needs 

independent of the funder 

or provider, which can add 

administration costs. 

• Can create barriers for 

patients to shift from one 

provider to another given 

patients will need to shift 

their enrolment and may be 

required to undertake 

another care assessment. 

• Difficult to determine 

appropriate prices for care 

needs that suit all types of 

providers, potentially 

leading to perceived 

inequality in funding by 

providers. Difficult to 

incorporate quality 

expectations into the price. 

• Introduces ongoing funding 

risk to providers compared 

to block funding models 

given funding depends on 

Source: MUCHE.
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Funding model Description Australian examples • Advantages • Disadvantages
Pay for 

performance 

(PfP)

Funding either allocated to 

(or withheld from) service 

providers based on meeting 

(or not meeting) established 

targets. Targets are mostly 

developed around process 

indicators, although 

outcome indicators are 

used when care can be 

easily attributed to the 

outcome. PfP models are 

used alongside the primary 

funding model already in 

place, such as fee for 

service or ABF. Their 

contribution to total 

funding is usually below 20 

per cent.

The Practice Incentive 

Program (PIP) offers 

financial incentives for GPs 

to deliver better services. 

The three payment streams 

relate to Quality, Capacity 

and Rural Support, which 

contain 8 incentives in total. 

Some payment amounts are 

adjusted based on a 

measure of the practice 

size. 

• Allows the funder to target 

provider behaviour to 

deliver better quality care 

and improved efficiency.

• Is flexible enough to be 

applied to a range of 

services and desired 

outcomes. 

• Can be used as an add-on to 

other funding models to 

improve overall funding 

outcomes.

• Developing a PfP model is 

complex. Factors to 

determine are what 

performance indicators 

should be used and at what 

level should the target be 

set, the size of the incentive, 

whether the incentive is a 

reward or penalty, and 

whether the target is an 

absolute or relative to prior 

performance. There is little 

evidence that links PfP

characteristics to 

effectiveness.

• There is a 50:50 chance of 

success. This reduces the 

ability of policy makers to 

convince providers that PfP

will work. There is also little 

evidence on whether PfP

models are cost-effective.

• Can lead to unintended 

consequences, such as 

measurement fixation, 

misplaced incentives and 

sanction, breach of trust 

between providers and 

funder, and politicisation of 

performance. 

• High quality data is required 

to measure quality, attribute 

outcomes to care services, 

and risk adjust outcomes for 

different characteristics of 

patient cohorts. 

Source: MUCHE.



17CENTRE FOR THE HEALTH ECONOMY

Funding model Description Australian examples • Advantages • Disadvantages
Bundled 

payments

Lump sum funding is 

attached to a bundle of 

services delivered by 

multiple providers, which 

are typically organised 

around an episode of care 

for a specific medical 

condition. Providers are 

rewarded through shared 

savings, and penalised for 

poor care quality through 

shared excess patient costs.

None • Funds are transparently 

attached to episodes of care.

• Can incentivise providers to 

deliver services efficiently 

(i.e., removal of ineffective 

and costly services) within a 

defined episode of care.

• Can incentive providers to 

deliver high quality care to 

avoid repeat use of care 

services within an episode. 

• Funding can be adjusted to 

accommodate differences in 

costs associated with patient 

and provider characteristics.

• Can incentivise a shift in care 

to more efficient or effective 

pathways, such as from 

hospital to the community. 

• Can incentivise the delivery 

of more coordinated and 

integrated care across 

several providers

• Funders can shift the 

financial risk of caring for 

patients onto providers.

• Requires a large set of high 

quality cost and service use 

data to determine episode 

prices that account for a 

heterogenous patient mix.

• High ongoing administration 

costs to ensure price 

continues to reflect changes 

in patient and provider 

characteristics.

• There is potential for ‘cream 

skimming’ low risk patients if 

the episode price does not 

accurately reflect 

differences in costs 

associated with more 

complicated patients.

• Some providers may be 

unwilling to take on the 

additional financial risk 

associated with having to 

treat high cost patients.

• Increased administrative 

burden on providers to 

manage the bundle of 

services, monitor 

performance and share 

financial risk.

• May be difficult to define a 

set of bundle services for 

some types of care episodes.

Source: MUCHE.
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Chart A3.1: Funding flows in the Australian Health System 

Source: Senate Select Committee: Background to hospital funding reform (2009)(6)



Funding: ‘three’  landscapes in Australia
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o Primary Care 

o Community Care

o Acute Care 



Primary Care
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• Funding model  

o primarily FFS

o PIP at the fringe

• Key Issues

o On a per capita basis, expenditure has increased each year over the last five years, 

adjusted for inflation

o Growth in activity tends to be associated with FFS models (uncapped), challenge of 

sustainability and integration with other health care

o affordability and equity; between 4 per cent and 25 per cent of patients’ report 

delaying visits due to OOP payments. This rises to approximately 33 per cent for 

specialists.

o Access and equity, location



Care delivered in the community
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• Funding models  

o Market mechanism of demand and supply (NDIS), block funding to purchasers 

o Block funding of organisations directly to deliver services and programs

o Block funding to commissioning bodies (PHNs/LHDs)

o ABF funds to public hospitals

o Block funding to public hospitals in rural and remote locations

o Key Issues

o sector for largest expenditure growth in health and social care (all governments), but 

access to services variable

o Systems in transition; maturity of NDIS, PHNs (time to expand to scale, resolve 

inconsistencies, insecure funding cycles too short)

o Fragmentation: characterized as “two poles” and a missing middle
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• Community services not currently funded appropriately, ‘under-investment’

o extend activity-based funding to community health services should both improve 

their efficiency and reduce incentives to prioritise hospital-based care

• Stepped care model – low intensity to high intensity 

Community Care



Acute Care
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• Funding model  

o ABF funds to public hospitals

o Block funding to public hospitals in rural and remote locations



Funding, financial incentives and 

governance 
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Broad recommendations regarding funding and governance arrangements include: 

o Roles and responsibilities of Governments should form the basis of a new 

intergovernmental agreement on funding. 

o Reforms should aid both transparency in the allocation of responsibility and 

accountability. Inter-government and intra-government coordination and co-operation 

to ensure funding mechanisms are efficient and create effective incentives.

o Pragmatic governance responsibilities should be arranged 

o Reform success will depend on improvements in governance funding clarity, and 

how funding mechanisms translate into incentives for services to be provided (or not 

provided) to a particular people in a particular manner (i.e., local configuration). 



Selecting a funding model to underpin 

financial incentives for integrated care
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• No clear ‘best’ funding model that operates within health care. Countries use different 

funding models to incentivize good quality care. 

• Different governments will have different criteria, and of the same criteria, governments 

may weigh the importance of each criterion differently. (see table next slide)



26CENTRE FOR THE HEALTH ECONOMY

Criteria Definition

Accessibility
The funding model allows people to obtain health care at the right place and time 

irrespective of income, physical location and cultural background.

Choice
The funding model allows patients to choose the setting (acute versus the community) in 

which they receive care.

Continuity of care
The funding model allows the health care system to provide uninterrupted, coordinated 

care or service across programs, practitioners, organisations and levels over time.

Data needs
The funding model does not require significant investment in additional data collection 

and quality improvement.  

Effectiveness 

The funding model promotes the most appropriate interventions (preventative or 

responsive), based on established best practice standards, to achieve optimal health 

outcomes for the patient.

Efficiency The funding model achieves desired objectives with cost effective use of resources.

Incentives
The funding model builds incentives into provider management and clinical operations to 

improve quality, and avoids perverse incentives.

Low cost
The cost of implementing and administering the funding model is not overly burdensome 

on the government budget.

Responsiveness
The funding model promotes services that are client orientated. Clients are treated with 

dignity, confidentiality, and encouraged to participate in choices related to their care.

Risk adjustment
The funding model takes into consideration the complexity of patients, appropriately 

rewarding those hospitals that serve the sickest patients.

Risk minimisation
The funding model does not expose local health districts or government to potential 

unplanned variations in revenue streams for hospital care.

Safety

The funding model promotes the avoidance or reduction to acceptable limits of actual or 

potential harm from health care management or the environment in which health care is 

delivered.

Simplicity
The funding model is simple to implement and administer for purchasers and providers, 

regarding data collection and reporting, and forecasting future funding requirements.

Transparency
The funding model allows for a transparent determination of the allocation of funds across 

providers.

Source: MUCHE.



Selecting a funding model to underpin 

financial incentives for integrated care
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• Different funding models administered by different institutions and governance 

arrangements create different incentives, leading to different services being offered and 

accessed. 

• Any health care funding model should account for the unique care environment, 

organisational structures, governance arrangements and legacy funding arrangements

• All funding models have their advantages and disadvantages 

• Selecting a funding model typically requires a trade-off between complexity and the ability 

to incentivise good quality care. Complex funding models requires the use of more 

complex data.

• Different models are better suited for funding different types of services

• Tweak, nuanced, thoughtful approaches – data informed… 



Genuine reform
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Initial perspectives:

• genuine funding model reform cannot replace investment into health care

• genuine funding model reform will require iterative development and agreements across 

all levels of government. 

• genuine funding model reform should be 

o developed around an agreed set of principles, 

o align with broader healthcare system directions (e.g., value based  or integrated 

care), 

o incentivize the efficient delivery of evidence-based care. 

o allow innovation to flourish. 

o align with reforms and roadmaps proposed for other sectors of health care



10 considerations…. 

to guide decision makers  

29CENTRE FOR THE HEALTH ECONOMY



‘pivot’: immediate options for consideration 
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Opening the ‘black box’ of funding arrangements, 

commensurate investments, embed current 

reform transitions, allow change to mature, 

evaluate at all levels, design governance reforms, 

design the systems required for linked and 

detailed data collection to inform funding 



Funding models for integrated care
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Issues to consider in the immediate/short term (1-3 years):

1. Evaluate and identify co-commissioning/regional governance arrangements and 

challenges, emergent innovative models of care, and data systems that support 

integration. 

2. Identify persisting service and integration gaps; and real-time assessment of 

community services and supports. 

This would require a review of population to service planning frameworks, 

eco-system modelling, and the mapping of health outcomes such as might be 

presented in the ‘My Healthy Communities Reports’.(35)

community indicators that cover health topics including health risk factors,, 

expenditure, and different population groups…



Funding models for integrated care
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Issues to consider in the immediate/short term (1-3 years):

3. Review current legislative arrangements for governance, funding models, and 

payments in view of aspirations. 

Current arrangements in governance produce artificial and perverse 

incentives, and new models can create effective and efficient funding flows 

and innovative advances in practice. (MBS – governance dates to 

constitution)

4. Invest in substantial data collection for funding model realignment. (Shift from 

traditional to complicated?)

Complex blended models e.g. for bundling require granular data to inform 

costs, resource use classification from prior utilisation patterns to predict 

pricing, data linkage between Commonwealth and States and clinical 

consensus of best practice across the jurisdictions. 

Accurate predictive modelling would be needed to create normative capitation 

pricing mechanisms, and to evaluate these for a risk of over or under-

servicing. 



Funding models for integrated care
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Issues to consider in the immediate/short term (1-3 years):

5. Evaluate current interventions, programs, and models of care. 

Establish mechanisms to evaluate for cost-effectiveness, opportunity cost, 

system integration, perverse incentives, viability, and scalability.  Specifically 

evaluate programs where funding models are likely to change, such as block 

or ABF funded arrangements that intend to shift incentives from acute or 

hospital care back into the community. 

6. Collect consistent, whole of system health outcomes data that could enable 

measurement of the funding/investment, and progress reforms into the next stage, 

towards value-based care that combines investment with health outcomes instead 

of activity. 

Include where possible, opportunities to collect PROMS, PREMS, evidence-

informed care and clinical perspectives. The NSW Quadruple Aims provide a 

framework.



‘medium to longer term’, options 7-10
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Consider how funding model arrangements might 

be co-ordinated across a whole-of-system 

framework, and a timeframe for implementation. 

Test and review mechanisms for change, adapt to 

incorporate social determinants.



Funding models for integrated care

35CENTRE FOR THE HEALTH ECONOMY

Issues to consider in the longer term (2-5 years):

7. Develop a principles framework for funding reform to guide the process of change.

8. Design governance frameworks for new funding models and funding flows that 

ensure transparency in arrangements across jurisdictions and care continuums. 

Capture opportunities for diagonal accounting that could inform WTP 

thresholds and budget forecasts for Treasury. 



Funding models for integrated care
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Issues to consider in the longer term (2-5 years):

9. Test innovations and new schemes using pilot, phased roll-out to scale or shadow 

pricing approaches. (substantial small scale innovation already.. social bonds, 

private-public partnerships, capitation based practices and blended models of 

funding)

10. Where possible, adapt funding models and flows to incorporate a proactive lens to 

resolving equity issues and social determinants. 

For example, predictive models of frequent fliers into ED in Staten Island led 

to new co-designed models of payment (block and ABF) for people 

experiencing homelessness which was incorporated into the hospital budget. 
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Concluding thoughts, options and alternative perspectives 



Thank you
liz.schroeder@mq.edu.au


