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The Australian Medical Association (AMA) welcomes the opportunity to provide feedback on the
Independent Health and Aged Care Pricing Authority (IHACPA) consultation paper on the pricing
framework for Australian public hospital services 2027-28.

The AMA supports a stable, transparent, and evidence-based pricing framework that accurately
reflects the efficient cost of delivering safe, high-quality care. This is particularly important in the
context of ongoing pressures on Australia’s public hospital system, including workforce shortages,
rising demand, and increasing complexity of care. The AMA's Clear the Logjam campaign is
consistently raising the impacts of these pressures, which are impacting patients directly by affecting
patient flow throughout the patient journey — from ambulance ramping at arrival, long wait times,
delayed admission, delayed discharge and long-stay patients stuck in inappropriate and often harmful
care environments with nowhere to go.

Overall, the AMA agrees the proposals outlined in the consultation paper represent incremental
refinements to the existing pricing framework. The AMA supports the general direction of reform,
while noting the importance of appropriate safeguards, and robust data.

1.  Incorporation of “value” into national hospital pricing

The AMA notes IHACPA's proposal to incrementally incorporate “value” into national hospital pricing,
while retaining the existing activity-based funding framework (NEP and NEC). This includes increased
consideration of patient outcomes, patient experience, and system efficiency alongside cost.

The AMA supports this cautious approach. Retaining the current activity-based funding model is
critical to maintaining stability and predictability in hospital funding arrangements, particularly given
current system pressures, however, the AMA has long been a proponent of rewarding performance
and efficiency. It is important performance is measured in ways that matter to patients, communities,
and the overall health of Australians and our health system.

The AMA agrees that further progress toward value-based pricing is constrained by limitations in
nationally consistent outcomes and patient experience data. In this context, the proposed reliance on
existing mechanisms — such as safety and quality adjustments — represents a pragmatic interim
approach. However, current and foreshadowed changes to pricing systems can and should be used to
drive change towards a nationally consistent approach to collecting and using patient experience and
outcome data in health services.
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Furthermore, hospital funding models should better account for regional-metropolitan differences
and the additional strain on regional hospitals managing complex patients with limited resources,
alongside a clearer and more consistent definition of “value” within the pricing system.

Noting value is difficult to measure and often subjective, the AMA is open to further conversations on
how to support value-based care, however, it should be done to encourage innovation and efficiency,
and add to rather than detract from the funding systems in place.

The AMA emphasises:

e any move toward value-based pricing must be underpinned by robust, nationally consistent,
and clinically meaningful outcome measures

e value-based pricing should reward and incentivise rather than be punitive measures, especially
in relation to the hard-working health professionals on the ground

o the development of value metrics must involve strong clinical input to ensure measures are
objective, reflect patient-centred outcomes, and do not distort clinical decision-making

o there must be careful consideration of potential unintended consequences, including impacts
on access to care, equity, and service provision in high-complexity or resource-constrained
settings

e value-based approaches should not be used as a mechanism to constrain necessary funding
growth in the face of increasing demand and system pressures.

2. Classification refinement of posthumous organ procurement

The AMA notes IHACPA's proposal to introduce a new AR-DRG classification (A16 - Posthumous organ
procurement) to separately identify and fund donor-related activity and costs. The AMA supports the

intent of this reform, noting improved transparency and attribution of donor-related costs is likely to

enhance pricing accuracy and better recognise the contribution of donor hospitals.

To support effective implementation, the AMA emphasises the importance of:
e nationally consistent coding and data collection practices across jurisdictions

e appropriate transitional arrangements to support hospitals to adapt to the revised
classification approach

e minimise administrative burden, particularly for clinical staff.

As with previous classification and pricing reforms, the AMA encourages ongoing engagement with
clinicians and stakeholders to ensure implementation issues are identified and addressed early.

3. Improving pricing stability and managing volatility

The AMA notes IHACPA's proposed increased focus on pricing stability, including discontinuing routine
back-casting and strengthening the distinction between genuine cost movements and variations
arising from data or methodological changes. The AMA strongly supports efforts to improve pricing
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stability. Predictable and transparent pricing arrangements are essential for hospital and jurisdictional
planning, particularly in an environment of increasing demand and constrained capacity.

The AMA emphasises:

e pricing methodology changes should be transparent and clearly communicated to maintain
confidence in determinations

o efforts to reduce volatility should not obscure genuine increases in underlying costs,
particularly those associated with workforce, inflationary pressures, and increased patient
complexity

e the consideration to cover the cost of progressive increase in implant costs and newer
technologies

e IHACPA's work should continue to align with broader system reforms under the National
Health Reform Agreement, including ensuring that pricing settings support timely access to
care and system sustainability.

Conclusion

The AMA supports the overall direction of the proposed changes, noting they represent pragmatic
and incremental improvements to the national pricing framework. Maintaining stability in the existing
activity-based funding model, while progressively strengthening data capability and incorporating
broader measures of value over time, is an appropriate approach.

The AMA looks forward to continued engagement with IHACPA to ensure that pricing reforms support
a sustainable, high-quality, and accessible public hospital system.

Contact

president@ama.com.au
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