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Three Issues we are currently fighting 
for: 

 
1. Position of mental health services 

within Medicare Locals 
 

2. Care/service coordination in the 
current climate of an increasing 
number of partnerships between 
public and non-government MHS 
 

3. Rating services by consumers and 
carers against key standards 
  

Welcome to TAMHSS Newsletter 

We are delighted to bring to you our quarterly newsletter 

updating you on the latest mental health information and 

activities. We look forward to your feedback to ensure we are 

delivering a publication of relevance to you. To have your say 

view our blog http://www.tamhss.wordpress.com or simply email 

us admin@transformmentalhealth.com. We look forward to 

hearing from you. 

Editorial: March 2012  

The Commonwealth government is proposing a new funding system 
for mental health services called casemix or activity-based funding 
(ABF). This system is set to partially replace the current process of 
providing block grants to public hospitals and local health districts. 
We argue that the new funding system proposed by the 
Commonwealth government is not appropriate for mental health. If 
ABF is introduced in its current form, it will encourage hospital-
centric instead of community based care, and work against current 
efforts to create a mental health system centred on the changing 
needs of individual consumers and their families. 
 
What is Activity-Based Funding? 
 
Activity-based funding (ABF) is a system of allocating health funding 
in which each health procedure (e.g. surgery, knee replacement) or 
diagnostic category (known as a diagnostic-related group or DRG) is 
given a set price. In the proposed system, this price will be set by a 
new government agency, the Independent Hospital Pricing Authority 
(IHPA). Hospital funding will be split between the Commonwealth 
and the states, with the Commonwealth initially taking on 40%, then 
an increased share in the future. The Commonwealth is proposing 
to include acute and inpatient mental health services in this generic 
funding system from July 2012, and possibly make adjustments to 
the mental health pricing system after one year. At the moment it is 
not clear whether such adjustments will eventually be made, and it 
is also not yet determined what kinds of mental health services will 
be covered by the new system.  
 
How are hospital-based mental health services currently 
funded? 
 
Currently NSW hospitals and area health districts receive block 
grants to provide health services. While some healthcare activities 
performed by hospitals will continue to be block funded under the 
new scheme, the intention is for most if not all acute and hospital-
based mental health services to be funded according to the ABF 
system within a few years.  (Continued over) 

 
 

FOLLOW US ON TWITTER  

http://twitter.com/tamhss  

   

READ OUR BLOG 

 http://www.tamhss.wordpress.com 
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Take Action on the Funding Changes  

 
1. Write  
 
Write to the federal mental health minister.  
 
The Hon Mark Butler MP 
 
2. Meet with ministers or local members 
 
Contact your State/Territory mental health ministers and local 
members. For contact details for your State or Territory email 
admin@transformmentalhealth.com  
 
3. Pass it on 
 
Share this story via Facebook etc. 
 
4. Share your views 
 
Comment on the TAMHSS Blog 
http://www.tamhss.wordpress.com  

   

 
5. Tell your story  
 
Write to TAMHSS with your views or personal stories 
regarding this issue via email 
admin@transformmentalhealth.com  
 
6. Learn more: 
 
More detail and discussion on our blog: 
 
http://tamhss.wordpress.com/  
 
Recent media articles 
 
SMH/Patients-lose-out-under-new-funding-plan 
 
TheAustralian/concern-over-funding  
 
The IHPA Draft Pricing Framework  
 
IHPA/Framework 
 
IHPA Consultation Submissions 
 
IHPA/Submissions 
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 What are the likely outcomes if reform is 
implemented as currently proposed? 
 
 
1.The proposed funding system can’t accurately estimate 
how much it costs to provide services to mental health 
consumers. Whereas the costs of many health procedures 
are relatively easy to estimate, the cost of providing services 
to mental health consumers is very difficult to predict. The 
current mental health categories are worse at predicting 
health costs than any of the other medical and surgical 
categories in the proposed new funding system. In spite of 
this, the IHPA is proposing to use this system for acute and 
inpatient mental health services from July 1 2012, arguing 
that it is better to get a system up and running and iron out 
any problems over time. But the system is so poor at 
predicting mental health expenditure and it excludes so 
many integrated acute / community care services that it 
could severely disrupt and fragment a system already under 
pressure. The research clearly shows that integration 
between acute and community teams is more effective for 
consumers and also more cost-effective. Instead, the 
generic ABF system sends all the wrong signals to health 
managers, favouring hospital-based care.  
 
2. Piecemeal implementation of this ABF system will 
encourage mental health services to focus on those services 
or activities that attract Commonwealth funding, instead of 
integrating acute mental health care with community-based 
services such as assertive community treatment teams, 
community based 24hr supported residential respite facilities 
(which are an alternative to hospital admission), as well as 
other supported housing and vocational programs. The 
proposed system will work against current efforts to provide 
effective transitions for consumers between hospital- and 
community-based care. 
 
3. The proposed funding system will officially allow the CEOs 
of local health districts to move resources received from the 
Commonwealth for mental health activities to be moved out 
of mental health and into other budgets. Information supplied 
by the IHPA also fails to outline how the new system will 
anticipate and prevent “gaming”, i.e. playing the system to 
get more funding by diverting consumers to more lucrative 
emergency department and inpatient services. This will also 
add considerably to the current problems with access block 
in emergency departments and inpatient beds. 
 
Conclusion  
 
Mental Health Services do need an appropriate form of ABF: 
they need an accurate and reform-shaping casemix funding 
system. The new generic DRG-based funding system 
proposed by the Commonwealth government for mental 
health will contribute to dismantling services. If ABF is 
introduced in its current form, it will encourage more 
hospital-centric activity and work against the integration of 
mental health services, undermining current efforts to create 
a mental health system centred on the changing needs of 
individual  service users and their consumers and their 
families. 
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How you can get Involved 

Join us now.  

TAMHSS Network Membership subscription fees: 

$30.00    Network individual membership (waged)  

$10.00    Network individual member (Pension or unwaged)  

$40.00    Network family membership 

$50.00    Organisation Network membership      

Donation 

Online membership application will be available very soon.  In the meantime, please email us 

 admin@transformmentalhealth.com and we will email you with details of how to complete your membership application.  

Membership fees to the TAMHSS Network are used for activities of TAMHSS and TAMHSS Network as well as  

for the administration costs necessary to promote and continue the objectives of this not-for-profit incorporated organisation. 

 

 

•  Commissioninpapers and articles to advocate the case for reform; 

•  Holding events to promote debate and to publicise the issues; 
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PO Box 147 Balmain 2041 
admin@transformmentalhealth.com  
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