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1.  Purpose

This Bulletin defines and describes Provisional Grants, which are intended to achieve orderly
and balanced progress towards the Health Service Budget Reform objectives.

2.  Definition

Provisional Grants are extraordinary funds which may be allocated to resolve difficulties arising
from changes in the WA Price Schedules.

Each Provisional Grant to a Health Service will be an agreed part of the Memorandum of
Understanding (MoU), and this MoU will contain conditions, including specific outcomes, which
relate the grant to resolving the provider’s particular difficulties.

3.  General Principles for Provisional Grants

The need for this class of grant arises from changing the Health Department’s purchasing
processes in accordance with the Health Service Budget Reform initiatives.

New price structures are being introduced in 1997/98 and these will be refined in each
subsequent year.  As with earlier reforms, differences will arise between the terms of each
provider’s current MoU and the terms of the next year’s MoU.

The general intent of this class of grant is to give all parties time to address and resolve any
budget discrepancies produced by year-to-year changes in price schedules.  An essential aspect
of these grants is some form of linkage between the funds granted and action aimed at resolving
these discrepancies.

The new price structures will relate to one base price for costed hospitals and another base
price for hospitals whose episodes of care had not been individually costed.  For 1997/98, only
Teaching Hospitals have episode level costed data.
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The Provisional Grant is not intended to support changes in activity levels or activity mix arising
from a reconfiguration of services.  It is negotiated for each Health Service net of any reductions
in activity and excluding any increases in activity that derive from reconfiguration initiatives.
Funds to assist in implementing such initiatives come in the form of the Reconfiguration Grant
(Technical Bulletin 23).

4.  Specific Provisional Grants

Although provisional grants will endure as a class of payment, specific grants to each health
service will be limited to cover the period of its next MoU.  Individual provisional grants are
therefore non-recurrent; however it is expected that such grants will be negotiated afresh in
subsequent MoUs, to accommodate the effects of further changes in price schedules.

In 1997/98, provisional grants will consist of components related to inpatient services.  In later
years they may also include components for other types of intervention.

Each component of a provisional grant will be related to the difference between the value of the
service implied by the current MoU, and the corresponding value implied by the new price
schedule, at the volume indicated in the next MoU: this difference will represent the maximum
possible value of that component.

The actual values of each component, and of the overall provisional grant, are to be negotiated
with the health service and agreed as part of the next MoU, in accordance with the general
principle that the grant must be linked explicitly to resolving the differences that generated it.

The factors which may influence the magnitude of these components are:

• any evidence that the current MoU overvalues specific interventions;
 

• any evidence that the economics of specific interventions can be improved, plus agreed
plans, including outcomes, for making these improvements; and

 

• any reasonable claims concerning systematic biases in or interactions among the relevant
price schedules, plus agreed plans, including outcomes, for generating relevant information.

5.  Budget and Payment Processes

Provisional grant components, once agreed in the MoU, will be attached to the relevant budget
items for payment purposes, and the provisions of Technical Bulletin 22, Payment Processes
and Treatment of Revenue, will apply.


