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Dear Professor Michael Pervan

Thank you for the opportunity to provide comment on the Consultation Paper on the Pricing Framework for
Australian Residential Aged Care Services 2026—-27. Providing affordable and rurally responsive pricing for
residential aged care is critical to providing health equity for all Australians.

The National Rural Health Alliance (the Alliance) is the peak body for rural health in Australia. The Alliance
comprises 55 Members committed to improving the health and wellbeing of the over 7.3 million people in
regional rural and remote Australia (hereafter rural). Our diverse membership includes representation from
health professional organisations, health and aged care service providers, health educators and researchers,
the Aboriginal and Torres Strait Islander health sector and students.

The Alliance remains actively engaged in contributing to the important work of the Independent Health and
Aged Care Pricing Authority (IHACPA). Our recent submissions to the Consultation Paper: (IHACPA) Pricing
Framework for Australian Support at Home Aged Care Services 2026-27 and the Consultation Paper: The
Pricing Framework for Australian Public Hospital Services 2026-2027 highlight the importance of developing
rural-specific models that reflect the complexity of delivering hospital and aged care in rural and remote
Australia.

Rural Australians are a unique demographic with complex health and social care, as well as geographic, needs.
On a population basis, rural, remote and regional Australians receive significantly less access and funding
compared to people living in an urban setting. This is a is a major equity and parity issue.

In previous correspondence, we have provided you with the link to our 2023 report (which was undertaken
independently by NOUS Group) titled Evidence base for additional investment in rural health in Australia that
demonstrated that rural people have been receiving $848 less per person or $6.55 billion per year at a
population level than their metropolitan counterparts each year.! Next week, we will be releasing updated
figures on this analysis, again undertaken by NOUS Group which will outline that this inequity in funding has
increased. The new report The Forgotten Health Spend: The Expenditure Deficit in Rural Australia will show
that this figure has increased to $8.22 billion or $1,073.17 per person per year. This updated report will be
available on our website from the evening of 25 August 2025, and | will provide you with an emailed copy next
week.

1 Nous Group. Evidence base for additional investment in rural health in Australia. Report commissioned by the National
Rural Health Alliance, accessed 19 August 2025.
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Rural Australians live with a higher burden of disease, lower household incomes, and limited access to
healthcare interventions including screening and prevention services. This often means that rural Australians
travel great distances to access basic primary care, disability and ageing services. The proportion of the total
Aboriginal and Torres Strait Islander population also increases with remoteness.? This translates into a need for
culturally responsive and rural-specific care, close to home and across the lifespan. This care is of particular
importance for ageing Australians living in rural areas.

Regarding the Consultation Paper on the Pricing Framework for Australian Residential Aged Care Services
2026-27, the Alliance takes this opportunity to address Question 5 (page 32): What factors, if any, contribute
to variations in the cost of providing required hotel services to residents? In addition, we will provide some
details about general costing issues for rural and remote aged care providers. The Alliance recommends that
IHACPA take into consideration the following factors when considering the variation in cost of providing
services to residents living outside of metropolitan areas.

Staffing

Foremost, one of the most pressing challenges facing rural communities is healthcare workforce availability.
Small rural towns (MM5) have 55% fewer health professionals than Metropolitan (MM1) areas.® Aged care
professionals are no exception. For some rural aged care providers, their data indicates that standard clinical
roles can take twice as long to recruit compared to urban aged care providers, with key roles including senior
clinicians and management positions taking up to twelve months to fill.

This results in significant pressures for rural aged care providers who are operating in geographic isolation with
higher service provision costs.

The aim is always to build the local workforce, rather than drive in and out, fly in fly out or the recruitment of
international workforce. This is because it stops the discontinuation of care, builds trust and relationships and
due to the understanding of the local culture, situation and services.

It is also important that we also consider the fact that aged care facilities, while crucial, are only a very small
aspect of rural aged care as the majority of people wish to live with family, in their home and environment.

Many providers incur costs related to Visa sponsorship, high rates for locum staff and often deliver housing and
staff accommodation options at significant cost to the provider. These measures are necessary in being able to
attract staff to rural and remote locations. Working with rural and remote Australians also means that it is
important that staff are trained and able to work with a demographic that often has complex health
requirements including comorbidities.

Culturally safe practices are also imperative to providing quality aged care in rural Australia. Enabling and
facilitating connection to residents’ culture, traditional lands and community are important elements of
culturally safe aged care services.* Accessing ongoing training and education for staff in rural areas to deliver
this, along with other core skills, can present challenges for aged care providers and can come at significant
costs to source.

2 Australian Institute of Health and Welfare (2024) Rural and remote health, AIHW, Australian Government, accessed 19
August 2025.

3 National Rural Health Alliance (2025) Rural Health in Australia Snapshot 2025, NRHA, accessed 19 August 2025.

4 Parrella A, Pearson O, Davy C, Barrie H, Mott K, Morey K, D’Angelo S, Sambo R, Aitken R, Franks C, Canuto K,

Brown, A, & Braunack-Mayer, A (2022). Understanding culturally safe aged care from the perspectives of older Aboriginal
Australians in rural and remote communities. Health Promotion Journal of Australia, 33(3), 566— 575.
https://doi.org/10.1002/hpja.541
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The commencement of the new Aged Care Act on 1 November 2025 is a notable example of how rural and
remote providers are disproportionately impacted by the additional costs of delivering education and training.
Rural and remote aged care providers are anticipated to face substantial cost implications associated with the
change in legislation. This includes covering travel expenses for staff and training providers, as well as the need
for additional resources to manage service disruptions. As we draw nearer to 1 November, there is an
increased urgency to ensure these additional costs in meeting compliance requirements are incorporated into
IHACPA’s advice to the Government.

Delivering these services when a provider is operating in a thin or failing market creates an increased burden in
providing care and can make it difficult for providers delivering an important service within a rural community
to stay afloat.

The underspend in aged care packages demonstrate not that people do not wish to access the services, but
that they often are unaware that they are eligible for and more importantly, that the services do not exist or
are inconsistently available.

Most importantly, more support needs to be given to those who already deliver care and to build trust and
sustainability in what exists, before we lose the service due to burn out or frustration.

Resourcing

Beyond the challenges of attracting and retaining this critical workforce, aged care providers in rural and
remote areas face additional difficulties in delivering daily operational tasks at a higher cost due to their
isolation and tyranny of distance. It is well established that people living in rural and remote areas pay higher
prices for goods and services.’

Some rural aged care providers have reported variations in fresh produce between 16% - 89% to the prices
paid for identical items in a metropolitan area. Transportation of goods for rural aged care facilities also attract
higher premiums of up to 3 — 4 times typical metropolitan prices in some cases. The higher costs can also be
applied to maintenance activities of the site, further compounding the difficulties of service delivery. Indeed,
fuel is often up to 50c per litre higher.

In many cases, this means that it is not viable for providers to deliver locally based residential aged care. The
Alliance has heard compelling evidence from Mareeba, Far North Queensland, into the realities of sourcing and
providing aged care in rural Australia. Earlier this year, the Chair of Mareeba Communities and Families
Healthcare, Ross Cardillo shared with The Guardian the challenges the local community face in providing aged
care services to an ageing population. These barriers to aged care often mean that local residence are forced to
leave the community they have lived in their entire lives to move to access care. This can be distressing for
residents and their families who must pay to travel and visit or otherwise, visit infrequently due to the cost.

Communities such as Mareeba and surrounding regions, often feel that they themselves must take up the role
to build and support the ageing care sector, having to raise more than $200k to work towards accreditation so
the region can develop the workforce and provide a service to those who have had no access to aged care
packages.

We are cognisant, that we would not expect this of people living in Randwick NSW, Fitzroy VIC, nor Hamilton
QLD, so why rural and remote Australians.

This is the reality of providing services in rural and remote areas. Aged care providers operating rurally need to
be supported and funded with sufficient rural loadings to offset these increased costs with the reduction in the
numbers of people in more sparsely distributed geographic locations.

5 Australian Institute of Health and Welfare (2024) Rural and remote health, AIHW, Australian Government, accessed 19
August 2025.
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While the changes to the Base Care Tariff (BCT) structure introduced from 1 October 2024 provides much
needed recognition of the higher costs of delivering care in rural and remote areas compared to metropolitan
areas rural, regional and remote providers continue face financial barriers.

The recent 24/7 Registered Nurse and care minutes responsibilities have placed significant financial strain on
residential care services in rural and remote Australia due to geographic isolation and workforce shortages,
driving the use agency staff to meet these responsibilities. This model is not financially viable for rural and
remote providers and may have the unintended consequence of service closure in areas of limited services.
This is of significant concern and has the potential to have considerable impacts on the quality of life for ageing
Australians living in rural Australia. Providing further adjustment and parity to Base Care Tariffs to reflect
additional costs associated with rural service provision would strengthen rural service sustainability and
mitigate risks of service closure.

The Alliance therefore recommends that IHACPA incorporate thin market pricing, recognise persistent rural
cost gaps, and support flexible, locally tailored service models that reflect the realities of delivering care in
remote areas. Additionally, when addressing thin or failed markets, flexibility of how and who delivers aged
care must be considered, as it is often local government or Incorporated community groups which have had to
pick up the pieces as no one else has. This requires additional support and mentoring because in rural areas
the aged care sector through necessity works closely and sometimes in conjunction with the health and
disability sector.

The impact of remoteness, the scale and design of aged care homes, resident mix, and care models are
significant factors influencing the cost of providing aged care hotel services in rural and remote Australia. These
factors must be acknowledged, and seamless access across federal and state systems must be ensured to
support equitable aged care delivery.

The Alliance acknowledges and thanks IHACPA for its ongoing work and commitment to providing equitable
access to aged care for all Australians, and particularly for those in rural and remote locations.

We look forward to working with IHACPA in the future and would welcome any opportunity to discuss the
information we have provided in more detail.

Yours sincerely,

Susi Tegen
Chief Executive.
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