
'PASSING THE BUCK' 

THE POLITICS OF ABORIGINAL 
HEALTH FUNDING IN THE 
NORTHERN TERRITORY 

Michel C. Hall 

Submitted in partial fulfilment of the requirements for the degree Bachelor of 
Arts (Honours) in the Faculty of Arts, School of Humanities, 

Northern Territory University 

Darwin October 1995 



ACKNOWLEDGEMENTS 

Much of the information presented in this paper was obtained by interviewing a 

number of senior Commonwealth and Territory Government public servants 

and employees of Aboriginal Medical Services who's names cannot be revealed 

for reasons of confidentiality. The author wishes to express his thanks for their 
willing cooperation and assistance. 

Thanks are also extended to Dr. David Trollope, Northern Territory University 
for his valuable advice and encouragement. 



CONTENTS 

CHAPTER 1. CONTEXT AND ISSUES 

Introduction.......................................................................................................... 1 

Objectives, sources and methods of gathering information.................................3 

Analytical frameworks of the study.....................................................................5 

Federal Financial Arrangements................................................................5 

GeneralHealth System...............................................................................7 

Relations between governments and indigenous peoples..........................8 

Financial arrangements--an overview.................................................................12 

CHAPTER 2. GOVERNMENT FUNDING 

Funding route 1. Direct expenditure to individuals............................................16 

MedicalBenefits ....................................................................................... 16 
Pharmaceutical Benefits Scheme..............................................................18 

Funding route 2. Untied Financial Assistance Grants..........................................21 

Fundingroute 3. Tied Grants...............................................................................27 

CHAPTER 3. NON-GOVERNMENT FUNDING 

Funding route 4. ATSIC funding.......................................................................31 

Therole of ATSIC...................................................................................31 

The impact of ATSIC funding on NT Government funding...................32 

The impact of ATSIC's structural imbalance on the funding process................36 

Bureaucratic versus political control of ATSIC.................................................38 

The role of politics in ATSIC funding allocations.............................................40 

ATSIC's role in the NAHS--National Aboriginal Health Strategy Funds.........42 

ATSIC and NAHS structural incompatibility ..................................................... 

11 



CHAPTER 4. MAJOR FUNDING ANOMALIES AND ISSUES 

Vertical Fiscal Imbalance...................................................................................51 
Horizontal Fiscal Imbalance...............................................................................54 

Urban--Rural Funding Imbalance.......................................................................58 

Funding aspects of community control...............................................................63 
Dual funding, the urban rural split and public awareness...................................65 
Aboriginal health hostage to historical based funding? ...................................... 67 
Dual funding sources and the urban-rural imbalance.........................................69 
Diversion of NT Aboriginal health funds...........................................................71 

CHAPTER 5. POLICY DIRECTIONS 

BilateralAgreements..........................................................................................75 

Needs based funding and equity.........................................................................79 
More funds required. Who should provide them9  .............................................. 84 
Direct Commonwealth Funding to Aboriginal Communities.............................86 

CHAPTER 6. CONCLUSION 

Where should the buck stop? Prognosis for the future.......................................93 

BIBLIOGRAPHY................................................................................104 

APPENDIX...........................................................................................  111 

111 



CHAPTER 1. CONTEXT AND ISSUES 

Introduction 

Senator Graham Richardson's visit to the Top End in January 1994 was followed 

by a spate of press reports dwelling on the widening gap in morbidity and 

mortality between Aboriginal and non-Aboriginal' Australians2  and Aboriginal 
people's Third World living conditions3. During the first half of 1994 and the 
leadup to the Territory election several prominent issues could be identified but 
none more so than Aboriginal health funding and which tier of government had 
responsibility for delivering health services. 

During the latter quarter of 1994 and the lead up to the May 1995 federal 

budget, attention focused increasingly on the failure of the National Aboriginal 
Health Strategy (NAHS),4  the incompetence of the Aboriginal and Torres 

'The term non-Aboriginal should need no explanation. Since this study is about the 
health of Aboriginal health, all other groups are described in terms of their lack of 
Aboriginal status. 
2  The Australian 9 February 1995 Item by Amanda Meade Gordon Feeney, 'NT 
Aboriginal health goes from bad to worse' Sunday Territorian, February 12, 1995, p. 8 
'Germs hit NT babies black health claim' Jason Scott Northern Territory News 18 June 
1993, p.  1. 'Aboriginal infant death rate high' Neale Grundy Sunday Territorian 20 June 
1993, p.  8. 'The sickness at Australia's heart' Ian Anderson, New Scientist 27 May 
1995. 

See Sykes, T. 'Black Money' Australian Business Review March 1995. 'Trapped in 
the money-go-round' Dennis Schulz and Scott Milson, The Bulletin, February 28 1995 
'Top End kids hit by famine: Docs' Warwick Stanley Northern Territory News Monday 
17 April 1995 'AMA demands action over black childrens famine' The Australian 
Tuesday, 18 April, 1995 'Aboriginal health not like Third World' Northern Territory 
News Wednesday 19 April 1995 'Fighting the famine' Editorial 19 April 1995 'PAWA 
faces hefty cutbacks' John Loizou, Sunday Territorian 23 April 1995' Richardson targets 
Aboriginal health' Laura Tingle The Australian 21 January 1994 pp, 1 and 2 'Health: is 
this action at last?' Gordon Feeney Northern Territory News 27 January 1994, p. 10. 
'Black health a disgrace--AMA' David Humphries Weekend Australian, 26-27 February 
1994, p. 3. 'NT worse than Third World' Northern Territory News 29 March 1994, pp. 
1-2. Editorial 'Shudders, not answers' Northern Territory News 30 March 1994, p. 10. 
'Aboriginal health: nation's shame job' Northern Territory News Monday May 16 1994. 
One writer went as far as to describe Aboriginal living conditions and lifespans as 
'Fourth World' in 'Outback blacks face 'Fourth World' lifespans' Tom Dusevic, The 
Weekend Australian 24-25 June 1995, p. 7. 

See Sykes, T. 'Black Money' Australian Business Review March 1995 .p. 49, $232m 
fails to improve Aboriginal health' Amanda Meade Australian 30 November 1994, p. 3. 
Joint Media Release; Australian Democrats in conjunction with the AMA and Doctors 
Reform Society, issued 30 November 1994 
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Strait Islander Commission (ATSIC)5  and calls from various quarters for the 
Commonwealth to 'take over' Aboriginal health and provide direct funding to 
Aboriginal communities.6  

Inevitably, all this publicity raised questions about who was to blame for the 
poor health outcomes of Aboriginal people and the failure of the NAHS. Initially 
the Territory government was held responsible for the crisis. The NT was accused 
of diverting Aboriginal health funds for other purposes.7  In response the NT 
said the Commonwealth was really responsible for not providing the Territory 
with enough money.8  

Following the Evaluation Committee's adverse report of the NAHS the spotlight 

'See 'Health Mission' Amanda Meade, The Australian 9 February 1995. 'Black housing 
plight bigger than Mabo: Tickner Amanda Meade, The Weekend Australian February 
11-12 1995, p.  6 'Black health groups face cash crisis' Jasmin Afianos, Sunday Territorian, 
February 12, 1995, p.  8 'Red tape chokes Black health bid' Nicole Cridland Northern 
Territory News 6 June 1994, p.  7. Also ABC News reports, 7 and 9 February 1995 
6  See 'Richardson targets Aboriginal health' Laura Tingle The Australian 21 January 
1994 pp. 1 & 2. 'AMA boss calls for black health division' Northern Territory News 6 
December 1993, p. 5. 'Insults fly over black health row' Northern Territory News 16 
March 1994, p. 'Trapped in the money-go-round' Dennis Schulz and Scott Milson, The 
Bulletin, February 28 1995. David Nasan, Anatomy of an ailing system' The Australian 
9 February 1995, p.  Sykes, T. 'Black Money' Australian Business Review 'Health 
Mission' by Amanda Meade The Australian 9 February 1995. 'Cabinet splits over 
ATSIC health funding' Amanda Meade, The Weekend Australian February 11-12 1995, 
p. 1. 'ATSIC accepts federal control of black health' Amanda Meade, The Australian, 
February xx, 1995, pp.  1-2 'Black health groups face cash crisis' Jasmin Afianos, 
Sunday Territorian, February 12, 1995, p. 8 'Aboriginal health: PM backs change' 
Northern Territory News Tuesday, February 14 1995, p. 29. 'Cabinet could back change: 
PM' Koori Mail Wednesday February 22 1995, p. 12. Pearson demands action' Koori 
Miii Wednesday February 22 1995, p. 13 

'Health services face crisis: Bell' Warwick Stanley Northern Territory News, Friday 
February 24 1995. 'Trapped in the money-go-round' Dennis Schulz and Scott Milson, 
The Bulletin, February 28 1995 'Black health levy not answer: Tickner' Gordon Feeney 
of AAP Northern Territory News 19 March 1994, p.  2. 'Fund loss to hit health says 
centre' Northern Territory News, 30 March 1994, p. 14. 'Blacks to protest over health 
system' Christine Tondorf, Northern Territory News. 4 April 1994, p. 5. 'Black funds 
cuts to cost lives: NLC' Northern Territory News 13 May 1994, p. 2. 'Red tape chokes 
Black health bid' Nicole Cridland Northern Territory News 6 June 1994, p.  7. 'Towards 
a health solution' The Australian, 22 June 1994, p. 10. ABC News 30 August 1994 
8  'Hatton hits out at Third World tag' Northern Territory News. 30 March 1994, p. 4. 
'Blacks to protest over health system' Christine Tondorf Northern Territory News. 4 
April 1994, p. 5. Robert Garran and Lisa McLean 'Razer gang backtracks on Aboriginal 
health cuts' The Australian, 27 April 1994, pp. 1-2 'Keating promises Aboriginal health 
boost to $500 million' Lisa McLean The Australian. Thursday 28 April, 1994, p. 4. 
'Health funding cut genocide, says AMA' Northern Territory News. 10 May 1994, p. 
17. 'Black health increase 'peanuts" Lisa McLean The Australian, 11 May 1994 p. 19. 
'Our people will die: NLC on health funds' Jason Scott Northern Territory News. 12 
May 1994, p.  2. 
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of blame was turned towards ATSIC.' ATSIC retaliated by saying that the 
states and the Commonwealth governments were really responsible for Aboriginal 
health for failing to match their expressed commitment with dollars on the 
ground.'°  Aboriginal organisations blamed both the Territory government and 
ATSIC and called for Aboriginal health to be handed over to the Commonwealth. 
Amid the rhetoric it would be difficult for an uninformed reader to make sense 
of the barrage of claims and counterclaims and form a clear and accurate picture 
of the real situation. The laying of blame and buck passing generated a host of 
unanswered questions. Is the NT guilty of diverting Aboriginal health funds as 
claimed by the Commonwealth government and Aboriginal Medical Services 
(AMS) or is it providing Aboriginal health with a 'fair share' of resources? Does 
the Territory government have any justification for complaining about the level 
and direction of Commonwealth funding for Aboriginal health in the Territory? 
Who decides how much money will be spent on Aboriginal health in the Territory? 
What mechanisms are used to ensure equity in the distribution of funds within 
the Territory health system? What role do AMSs play? Does politics play a part 
in funding allocations as some observers have alleged? Is direct funding and a 
Commonwealth takeover of Aboriginal health as suggested by Senator Richardson 
and many others the answer to the problem? What is the role of ATSIC and 
why hasn't the NAHS fixed up the problem as it was supposed to do? 

Objectives, sources and methods of gathering information. 

This study seeks to cut through the political rhetoric, unravel the complexities 
of Aboriginal health funding in the Territory and establish the facts as they 
existed during 1994 and the first half of 1995 and in the process answer the 
questions posed above. This is not an historical review although past events and 
previous policy decisions are drawn upon to place the present financial 
arrangements and debate on Aboriginal health funding in context and to aid 
interpretation and political analysis. 

'Health Mission' Amanda Meade, The Australian 9 February 1995 'Black housing 
plight bigger than Mabo: Tickner Amanda Meade, The Weekend Australian February 
11-12 1995, p.  6 'Black health groups face cash crisis' Jasmin Afianos, February 12, 
1995, p. 8 'Red tape chokes Black health bid' Nicole Cridland Northern Territory News. 
6 June 1994, p.  7. ABC News 7 Feb. 1995 ABC Radio News 9/2/95 
10  'Black housing plight bigger than Mabo: Tickner' Amanda Meade, The Weekend 
Australian February 11-12 1995, p.  6 
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The study is deliberately restricted to financial arrangements and those aspects 
of service delivery that have a financial basis. It is acknowledged that other 
aspects of the politics of Aboriginal health also need to be fully explored if a 
complete picture of the subject matter is to be obtained." Although there are 
several small journal articles dealing with the financial aspects of Aboriginal 
health these do not provided anywhere near a complete picture of funding 
arrangements nor the politics that are involved. To the authors knowledge this 
study represents the first attempt by anyone to research contemporary Aboriginal 
health in the Northern Territory from a political perspective. 

The research material was gathered through a variety of methods. A series of 
about fifty semi-structured interviews were carried out with government and 
non-government officials, a federal politician, and medical and non-medical 
staff members of various Aboriginal health organisations over two separate 
three month periods. (See Appendix) The first during the latter half of 1994 and 
the second during the first half of 1995. All interviews were conducted in 
Darwin either face to face or by telephone to other parts of the Territory and 
interstate. 

Extensive use was also made of a wide selection of government and non-
government reports, policy discussion papers, minutes of Departmental meetings 
and Ministerial Press Releases. Territory and national press (Northern Territory 
News, Sunday Territorian, The Australian, Bulletin and miscellaneous others) 
and radio coverage (ABC News and current affairs) also provided a rich source 
of commentary and debate on the issue in the pre 1994 NT election and pre 
1995 Commonwealth budget periods. There is also a growing range of articles 
devoted to Aboriginal health from anthropological, sociological, economic and 
political science perspectives in journals and books. Those that were consulted 
and used in the study are referenced. 

The first chapter discusses the context in which Aboriginal health in the Territory 
rose to prominence in the public arena, the range of problems and issues that 
need to be addressed, the dominance of financial issues and the analytical 

"The politics of intergovernmental relations, service delivery, community control and 
policy development will be dealt with in a future research project by the author. 
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frameworks that are used for examining the politics of Aboriginal health financial 
arrangements in the Northern Territory. 

Chapter 2 examines government funding routes within the Territory health system. 
This lays bare the complexity of Commonwealth and Territory government 
involvement and the financial and political relationships between the two 
governments. 

Chapter 3 examines funding that flows through non-government Aboriginal 
organisations within the Territory and the impact this has on the Territory's 
ability to finance its Aboriginal health programs. 

Chapter 4 analyses major funding anomalies that stem largely from our federal 
financial arrangements and the differential financial input by the Commonwealth 
and Territory governments that give rise to the urban-rural split in Aboriginal 
health funding. 

Chapter 5 explores policy directions or courses of action which while they may 
appear self evident have yet to be tried in addressing the funding inequities 
identified in Chapter 4. 

Chapter 6 concludes the study by discussing responsibility for the health crisis, 
government commitment and in the context of the federal financial structure, 
offers a prognosis for the future. 

Analytical frameworks of the study. 

Federal Financial Arrangements. The analytical frameworks of the study are 
threefold. The dominant framework is the financial arrangements of the general 
health system in the context of federal financial arrangements. In common with 
other policy areas, the growth of health services in Australia reflects and illustrates 
many of the features of the Australian federal arrangements. The broad picture 
is of the Commonwealth, with little specific constitutional power, gradually 
assuming a leading, and usually coordinating role in many areas. For instance 
the Commonwealth's role in the 
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nation's health care increased dramatically with the introduction of Medicare in 
the 1970s.12  In principle this guarantees all citizens irrespective of ethnicity or 
where they live, a basic minimum standard of health care at no cost. 

In common with many other policy spheres where responsibilities are split the 
Commonwealth is determined to take a leading role in Aboriginal health. In 
recent years the Commonwealth has been instrumental in establishing AMSs, 
the setting up of AT SIC and the NAHS. (Discussed in chapter 3) While these 
initiatives are partly due to the Commonwealth's attempt to improve its human 
rights image overseas, they are probably as much to do with the Commonwealth 
attempting to arrange things in such a way that provides it with a greater say in 
how money it allocates to the states and territories for Aboriginal health goes 
where it is intended. 

The Territory is aware of the greater fiscal discretion of the Commonwealth and 
the political pressure that has been focused on the need for effective programs 
to improve Aboriginal health following Senator Richardson's visit. It seems 
reasonable to suggest this awareness has contributed to a reluctance by the 
Territory (and state governments) to outlay large sums of money on Aboriginal 
health. The apparent result of this stand-off with respect to who is primarily 
responsible is no responsibility and the inevitable buck passing. 

Despite the Commonwealth's penchant for assuming more powers, with health 
generally it seems prepared to leave the actual provision of services to state and 
territory governments. However the Commonwealth shows no desire to relinquish 
control over health funding and continues to exert pressure on the states and 
territories as to the form and direction of these services. 

The financial pre-eminence of the Commonwealth ensures that it maintains an 
indirect but influential involvement in health service delivery. The strength of 
this influence however is restricted to what can be achieved by negotiation with 

12  See Jim Butler, 1991 Ch 9 in Brian Galigan, Owen Hughes and Cliff Walsh, (Eds.) 
Intergovernmental Relations and Public Policy 
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the states and territories. Therefore the extent to which the Commonwealth can 
fulfil its promises on health policies is also decreased by the need for agreement 
and compromise with the states.13  

One of the problems is that the Australian federal system, provides state and 
federal politicians with plenty of scope for evading and shifting of responsibility 
as political circumstances change. Because the system is conflictual and 
adversarial in nature compromise prevails. As Bennet rightly asserts 

• . .federalism is well suited to normal political behaviour and state and 
federal politicians learn quickly to live with the need for compromise in 
so many areas of intergovernmental relations. 14  

Like any issue which has a federal dimension, Aboriginal health inevitably 
becomes the subject of bargaining and compromise precisely because these 
activities are functional to the system. 

This presents Aboriginal health with a serious problem. Because agreement 
between two tiers of government (and in some cases a stratum of Aboriginal 
organisations) is necessary for any policy on Aboriginal health to be successfully 
implemented, Aboriginal health will not get the immediate attention it deserves. 
In this situation compromise and bargaining in the quest for an effective 
agreements is not going to be sufficiently rapid or effective enough to make a 
dent in the problem of Aboriginal health. 

General Health System. Aboriginal health funding in the context of the general 
health system provides a second analytical sub-structure. Whilst the delivery of 
health services to Aboriginal people as Australian citizens is also a responsibility 
of state and territory governments the Commonwealth has since the 1967 
Referendum additional responsibilities in Aboriginal Affairs that allows a 
significantly increased level of influence in a sphere of activity traditionally 
reserved for the states. 

' See J Rydon and D. Mackay 1989 'Federal health services' in Heather Gardner, (Ed.) 
The Politics of Health The Australian Experience. 1992 
145 Bennet 1989 Aborigines and political power. p. 80 



Whilst the outcome of this arrangement should in principle improve the prospects 
for Aboriginal advancement, in practice it has introduced new uncertainties and 
it is still not clear where responsibility for a particular Aboriginal issue actually 
lies.'5  On this issue Bennet writes; 

Itihis constitutional inexactitude has created administrative grey areas so 
typical of federal systems, enabling governments to evade their 
responsibilities when it has suited them. In such a situation, the recipients 
of services are often left wondering which government to turn to, while 
feverish efforts are made to shift the blame for inactivity.'6  

States and Territories argue that ATSIC's direct funding of AMSs has created 
confusion and uncertainty about state and territory responsibilities for providing 
services to Aboriginal communities which did not exist in the constitutional 
arrangements prior to the Referendum. While the states may be left wondering 
what their responsibility for Aboriginal health is, the uncertainty that has been 
generated provides a very convenient excuse for not doing as much as they are 
constitutionally obliged to do. 

It is the exactitude of the role each government should play in Aboriginal health 
that has become the issue around which Commonwealth and state governments 
alike argue and pass the buck. Most Aboriginal organisations however, notably 
AMSs have made up their mind on the issue of which government ought be 
responsible. They strongly believe the Commonwealth should use its 1967 powers 
to its fullest extent and wrest control of Aboriginal health from the states. 

Relations between governments and indigenous peoples. The third analytical 
sub-structure is provided by one of the elements of federal theory that encompasses 
relations between governments and indigenous peoples. The shift towards 
increasing Commonwealth control of the general health system is paralleled by 
an increasing tendency by the Commonwealth to become involved in Aboriginal 
affairs generally. 

15  Indeed it has been reported that one Commonwealth Minister for Aboriginal Affairs 
was still uncertain as to what the referendum had actually done. 

'6 Beet S (1991) Aborigines and political power. 



The shift towards Commonwealth control of Aboriginal health can be seen in 
the context of the centrist bias of federal arrangements and indigenous peoples 
preference for their affairs to be managed by the central government rather than 
the states. The results of overseas experience and observations in this country 
confirm the tendency of central governments in a federation to respond more 
readily to pressures for improving the condition of indigenous people than the 
states. 

This view, at least for Aboriginal people contradicts one of the characteristic 
features of federal theory that states are more responsive to citizens interests 
than the central government. On this issue Kunitz found: 

State governments were more responsive to their white citizens than their 
black citizens. There is no reason [therefore] to think that one level of 
government is necessarily more beneficent than another simply because it 
is 'closer' to the people as federal theory suggests. Responsiveness by 
state governments to citizens is largely dependent on the local distribution 
of power and influence.17  

If state governments are more responsive to citizens it follows that these citizens 
have the power to influence state governments. It is Crough's assertion, that the 
NT government does not act in the interests of Aboriginal people.'8  Therefore 
despite the close proximity of the Territory government viz-a-viz the 
Commonwealth to the issue of Aboriginal health, it has not seen fit to respond 
to Aboriginal pressures for change. The truth is that Aboriginal people in the 
Territory have been powerless to influence Territory government policy to their 
advantage. 

Given the failure of states in a federation to respond to indigenous people's 
demands they strive instead to build and maintain a special relationship with the 
central government. This applies as much to Australian Aborigines as it does to 
North American Indians in the United States and Canada. In these countries 
indigenous people feel it is to their advantage to obtain a commitment from the 

17  S. J. Kunitz 1994 Disease and Social Diversity The European Impact on the health of 
non-Europeans. p. 180 
18 C. J. Crough, Towards the Public Sector Financing of Aboriginal Self Government 
1992 
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central government, rather than state or provincial governments to take 
responsibility for health care and other social services. 

The oft quoted reason for this is states are more concerned with economic 
development than social welfare or social justice issues. Scrymgeour19  describes 
this in terms of a conflict between Aboriginal rights and economic development. 
For instance AMSs are reluctant to seek funding from the states and territories 
which have a history of opposition to community controlled health services. 

It is no coincidence that AMSs were established shortly after the Commonwealth 
entered the field of Aboriginal affairs in 1967. Aboriginal people recognise the 
Commonwealth's special constitutionally based responsibility for Aboriginal 
affairs. Although the Commonwealth does not use its powers to the fullest 
extent, it is recognised that potentially more can be gained by an alliance with 
the Commonwealth than from the states and territories. The numerous calls 
from Aboriginal organisations for the Commonwealth to take control of Aboriginal 
health is evidence of this.2°  

Kunitz points out that no matter how difficult the relationship between indigenous 
people and the federal government in Australia, from the perspective of the 
Aboriginal people it is still preferable to control by state governments. Kunitz 
writes; 

Having state governments assume responsibility for [Aboriginal] affairs 
is not unlike using a fox to guard the chickens, for state governments 
have even more direct conflicts of interest over land rights than do federal 
governments. State governments are much more likely to be directly and 
powerfully influenced by local landed and mining interests than federal 
governments where such interests may be at least diluted by representatives 
of urban, reform minded constituencies. For the same reason state 
governments are much less likely than federal governments to be willing 
to provide generous health and social service benefits to indigenous people 
or to contribute to the development of community infrastructure, for 
indigenous people are viewed as not contributing to their tax base and as 
standing in the way of economic development.21  

19  D. Scrimgeour, 'Community Involvement in Health Services for Indigenous peoples 
of Canada, Norway and New Zealand, 1994 p. 10 

20  However it is suggested (see Kunitz, p.  27) that attempts by central governments to 
shed this responsibility under the guise of Sell Determination is not seen by everyone as 
in indigenous peoples best interests. 
21  Ibid, p. 28. 
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Added to these complications is the fact that the relationship between the 
Commonwealth and state governments and state governments and Aboriginal 
organisations have never been congenial. 

Commonwealth-state relations may also be complicated by party affiliations. It 
is noteworthy here that in federal elections the Aboriginal vote is crucial in 
securing the only Territory seat in the House of Representatives which the ALP 
has consistently won in the last three federal elections. In Territory elections the 
opposite is the case. In all elections since self government the white urban vote 
has been sufficient to secure victory for the CLP. 

The point is there are two distinct client bases in the Territory. Whites who are 
largely urban based and blacks who predominate in rural and remote areas. 
While there is some competition between the Territory and Commonwealth 
governments to secure black and white voting allegiances22  there is a tendency 
for the Territory government to favour and encourage the allegiance of the 
white urban vote. This suggests on the one hand the CLP government neglects 
its responsibilities for Aboriginal people perhaps because it needs their vote less 
to win government. While on the other the Commonwealth needs the Aboriginal 
vote to win the Territory's only seat in the house of representatives. On this 
issue it is at least one Territory Aboriginal community's belief that they are not 
getting adequate funding from the NT Government because of political bias 
against them, i.e. they voted Labor. 

For the Territory it would appear there is an electoral motive behind the CLP 
government's lack of commitment to Aboriginal issues and the Commonwealth's 
desire to relate more favourably to the Aboriginal community. However, while 
the Commonwealth government tends to respond more readily to the demands 
of Aboriginal people it is by no means an easy task to translate its intentions 
into effective policies on the ground. The countering tendency of federal 
arrangements retards development of any kind simply because it is more difficult 

22  see Gerritson 1990, 'A continuing confusion? a comment on the appropriate dispersal 
of policy powers in the Australian federation'. 

The source of this information cannot be revealed for confidentiality reasons. 
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to reach agreement about what to do in a federal system. This extends to any 
policy initiatives in Aboriginal health the Commonwealth wants to embark 
upon which also requires the cooperation of the states. 

Financial arrangements--an overview 

The Australian federal arrangements have given rise to a complex system of 
funding health care. Because state and Commonwealth governments are involved 
in funding and delivering health services, i nte r- governmental relations are of 
necessity an essential feature of the general health system. 

The extent of intergovernmental relations between the Commonwealth and the 
NT means that the financial arrangements of the Territory health system24  
cannot be considered outside the context of the federal financial arrangements 
generally. Although the Northern Territory is not yet a state this makes no 
difference to these arrangements. 

When the Northern Territory achieved self government in 1978, in its financial 
relations with the Commonwealth it was treated as though it were a state and to 
all intents and purposes it became a state.25  The Territory assumed responsibility 
for virtually all the functions performed by state governments in Australia. 
While this included services to Aboriginal people under the transferred functions, 
the Commonwealth retained responsibility for policy, planning and coordination 
in respect of Aboriginal affairs including health. The Commonwealth agreed to 
make provision for high per capita expenditure on Aboriginal people through its 
general purpose and specific purpose grants. For its part, the Territory undertook 
to give full consideration to the needs of Aboriginal people in setting its funding 
priorities.26  

24  Throughout this paper Territory health system refers to all government and non-
government services that operate in the Territory. With respect to Aboriginal services 
the latter consists mainly of independent Aboriginal Medical Services (AMS) that are 
funded largely by the Aboriginal and Tones Strait Islander Commission (ATSIC). The 
former comprise health services either funded and/or delivered by the Commonwealth 
and Territory governments. 

Nevertheless the NT is not a State and does not have all the rights that the other 
States have. See Russell Mathews, 1985. 
21  Mathews, 1985 'Commonwealth Northern Territory Financial Relations' pp.  11-12 in 
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The Commonwealth-Territory financial relations for health generally and 

Aboriginal health particularly, depend partly on constitutional provisions, (e.g. 

Sections 96 and 51 xxvi) partly on intergovernmental agreements (e.g. the 

Medicare Agreement) and partly on unilateral decisions of the Commonwealth 

government which reflect its financial dominance rather than any constitutional 

provision or political superiority.27  This is the dominant context in which funding 
and health service delivery to Aboriginal people in the Territory operates. 

Although the NT is financed in the same way as the other states there are some 

unique geo-demographic characteristics which makes it different from the other 

states. It is these differences that form the basis of the Territory's case for more 

Commonwealth funding for Aboriginal health. Given the complexity of funding 

arrangements and the difficulty in obtaining reliable data (because the funding 

arrangements are so complex) a convincing and unassailable argument for more 
funding is difficult to make. 

The complexity of Aboriginal health funding is manifest in the different methods 

of allocating funds used and the routes that funding takes through the Territory 

health system. One of the results of this complexity is that it is not easy to see 

where funds are actually coming from and more importantly where they are 

being spent. Hence the difficulty in obtaining precise figures for Aboriginal 

health expenditure in all states and territories. An examination of the funding 

arrangements illustrates this complexity. From this it will become clear that the 
NT is indeed underfunded for Aboriginal health. 

The majority of funds that flow through the Territory's general health system 

originate with the Commonwealth government (see Figure 1) Without doubt 

this confirms the Commonwealth's pre-eminent status as the major provider of 

health funds. Australia-wide these are used by Territory and State governments 

to fund their general health programs, including Aboriginal health. 

P. Loveday and D. Wade-Marshall, (Eds.) Economy and People in the North. 
27  See Mathews, 1985. p.  1 
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Funds used by the NT to deliver services to Aboriginal people are almost 
exclusively derived from general health funds. Funds originating from the 
Commonwealth are also used by non-government AMSs. 

Commonwealth Government Revenue 

_ _ _ IF 
Route ii IRoute2l 1 Route 31 IRoute4 

Commonwealth Human 
Services and Health 

Commonwealth V 
Grants (CG _j.___øPj I Aboriginal and 
Commission I Torres Strait Islander 

ICommission (ATSIC) 

Payments to 
Individuals 

Medicare Refunds 
Doctors Visits 

Tied Grants 
Hospitals, 
SPPs etc 

Pharmaceutical 
Benefits Schem 
Refunds (PBS) 

y 

Northern Own  
Territory 7  Revenue Government 

NT Department of I Regional Health and I jCouncils (RC) Community Services I 

Community Controlledl IDepartment Controlled Aboriginal Medical 
Health Services I I Health Services I I  Services (AMS) 

Figure 1. The flow of funds through the Territory health system that 
are used to finance Aboriginal health. (Greatly Simplified) 

Financial contributions to the Territory's general health system from which 
Aboriginal health is financed takes four forms, of which two are grants. These 

1. Direct expenditures to individuals outside the hospital system. This is 
administered by the Commonwealth Department of Human Services & 
Health. (CDHS&H) 
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Untied Financial Assistance Grants. 

Tied Grants. The major Tied Grant is the Hospital Funding Grant which 
is the mechanism by which the Commonwealth gives effect to the hospital 
component of its universal health insurance scheme; Medicare. 

The Commonwealth also funds ATSIC which allocates funds to several 
independent AMSs throughout the NT. This is commonly known as ATSIC 
funding. 

Although funds flowing through the first of these routes is a Commonwealth 
responsibility the Territory is obliged to fund substitute services to Aboriginal 
communities that lie beyond the reach of Commonwealth programs. 

The second and third of the funding routes comprise the vast majority of health 
funds entering the Territory health system that are used to finance Aboriginal 
health care. All of these funds are administered by the NT Government. Within 
the largest of all funding routes (number 3) there is an admixture of a significant 
amount of the Territory's own revenue. 

Funds following route number four is almost exclusively used by non-government 
Aboriginal health organisations. Although the NT government provides some 
funds directly to the non-government Aboriginal health sector, these circumvent 
ATSIC's allocative processes and the NT plays no part in administering them. 



CHAPTER 2. GOVERNMENT FUNDING 

Funding route 1. Direct expenditure to individuals. 

The Commonwealth's CDHS&H makes subsidies and payments to individuals 
for Medicare refunds for doctors visits and reimbursements under the 
Pharmaceutical Benefits Scheme. (PBS) In general the financing of these services 
nationally is recognised as a Commonwealth responsibility. That is the states 
should not have to contribute to the costs of these schemes which are part of the 
Commonwealth's universal health for all. Despite the Commonwealth's intention 
that all citizens are equally eligible to access the schemes the NT is uniquely 
disadvantaged because of the way they discriminate against people living in 
rural and remote regions and the substitute services provided by the NT leaves 
the Territory out of pocket. 

Medical Benefits 

Statistics for 1989/90 show that Medical benefits paid out to NT residents on a 
per capita basis are much lower than for the country as a whole. In that year the 
average value of benefits processed by the Health Insurance Commission was 
$217.26 for each person enrolled with Medicare, whilst for the NT the average 
value was $122.78. According to the NT Department the situation has not 
changed in the ensuing period. 

Based on the NT population and persons enrolled with Medicare the Territory 
received about 45 per cent less than the Australian average .29 For 1991/92 this 
translated into a $13.7 million shortfall. These estimates do not take into account 
the effect of excess morbidity experienced by Aboriginal people who account 

Northern Territory Submission for the Commonwealth Grants Commission 1993 
Review of General Revenue Grant Relativities 1991 Volume 2, P.  18. 
29  For the period 1989-1995, the NT's rates were 55-58 per cent of the national average. 
(source Jim Pearce, October 25 1995) The national average is heavily influenced by 
NSW's 120-109 per cent over the same period. This reflects the over-supply of GPs in 
that state rather than a level of utilisation that reflects the ideal. 
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for over a quarter of the NT's population.3°  The relatively worse health status of 
Aborigines results in significantly greater utilisation of services of all kinds but 
the costs of providing these services are not being met by the Commonwealth's 
medical benefits scheme. 

The inequity of resources flowing to the NT via this route arises out of a 
number of circumstances that are unique to the Territory and effectively beyond 
the influence of NT government policies. Because of the NT's geographical 
characteristics and low population density, private General Practice (GP) is not 
economically viable in most rural and remote areas which are populated 
predominantly by Aborigines. Throughout Australia whenever services are 
provided by GPs they attract subsidies from the Commonwealth government. 
But in the Territory, areas that in other states would be serviced by GPs are 
serviced by the NT government's Department of Health and Community Services 
(DH&CS) which does not attract Commonwealth subsidies because of the way 
Medicare reimbursements are structured. Only services that are directly supervised 
by Medical Practitioners qualify for the Medicare rebate. In rural and remote 
communities most services are provided by Aboriginal Health Workers and 
Community Health Nurses. There are numerous isolated communities in the NT 
which have virtually all their medical care provided by non-medical staff, except 
for one or two days a week for larger communities. The frequency of visits by 
medical staff is determined by population size, pre-existing medical problems 
and geographical location. For small communities visits by medical staff are 
infrequent. 

The provision of substitute services by the NT Government is not a policy 
choice. The NT is obliged to ensure that a minimum level of services is available 
to the population not serviced by private GPs and accepts that the level of these 
services in some areas is far from adequate. The provision of these services by 
the NT is also more expensive than in other states. For example the cost of a 
standard medical consultation in a remote community is over four times greater 

30  Northern Territory Submission for the Commonwealth Grants Commission 1993 
Review of General Revenue Grant Relativities 1991 Volume 2 pp.  82-83) 
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than in a typical urban practice. In 1992 this was calculated to be about $85 

compared to $15-20.' 

Pharmaceutical Benefits Scheme 

The NT suffers similar disabilities in relation to the Commonwealth's 
Pharmaceutical Benefits Scheme. (PBS) In 1989/90 Commonwealth payments 
to the Territory amounted to just 26 per cent of the Australian rate, i.e. $18.85 
compared to $66.03.32  For that year it has been calculated that if pharmaceutical 
benefits flowed to the Territory at the national average the NT would have been 
$7.4 million better off. The low payments to the Territory is believed to be due 
to the lack of private pharmaceutical outlets in rural and remote NT. The NT 
has 16 approved pharmacists per 100000 compared to an Australian rate of 33 
per iOOOOO. 

Two factors are believed to be responsible. First, population dispersion makes 
setting up a pharmaceutical business in rural NT uneconomical. Secondly, the 
ability of Aborigines to pay for drugs is low due to high rates of unemployment 
and little disposable income. As a direct consequence the NT Department of 
Health and Community Services is obliged to provide pharmaceutical services 
through its hospital pharmacies which supplies community health centres in 
rural and remote areas. Drugs supplied under an imprest system from hospital 
pharmacies cannot be claimed under the Medicare agreement, simply because 
they are not prescribed by a medical practitioner. 

31  Whilst services provided by the public sector are partially subsidised through bulk 
billing on Medicare, the recovery falls far short of the actual cost of providing these 
services. There are also problems of operating in a cross cultural context where most 
consultations take longer and therefore cost more than would be the case for non-
Aboriginals. (Northern Territory Submission for the Commonwealth Grants Commission 
1993 Review of General Revenue Grant Relativities 1991 Volume 2 pp.  83-84) Other 
factors which contribute to increased costs are associated with difficulties in recruitment 
and retaining staff, the increased morbidity of Aboriginal patients, travel costs, and non 
productivity of travelling between communities and communications. (Pearce and Plant 
p.6) 
32  For the period 1989-1995, the NT rates are 26-31 per cent of the national average. 
Over the same period NSW's PBS utilisation rate is 117 per cent. 
33  Northern Territory Submission for the Commonwealth Grants Commission 1993 
Review of General Revenue Grant Relativities 1991 Volume 2 p. 90. 

Northern Territory Submission for the Commonwealth Grants Commission 1993 
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Medical and the PB Schemes are major national programs administered by the 
Commonwealth DHS&H. Both schemes are geared for larger population centres 
rather than rural and remote NT where there are few if any private pharmacists 
or private doctors. It is highly unlikely that resident GPs and pharmaceutical 
services will be established in Aboriginal communities in the foreseeable future 
simply because they are not financially viable. While private practices have 
been established in some larger communities such as Galiwinku, Groote Eylandt, 
Yulara and Borroloola these services generally required some form of government 
assistance to be established and maintained. In contrast to the ready availability 
of GP and pharmaceutical services in the urban centres publicly funded services 
prevail in remote areas.35  

These problems are largely the result of economic under-development and 
population dispersion. Neither of these two factors are likely to change in the 
foreseeable future. Indeed Aboriginal populations are becoming even more 
dispersed as a result of the outstation movement. This is having two effects. 
First it makes access to Commonwealth programs like Medical benefits and 
PBS even more difficult. Secondly it makes it logistically more difficult and 
therefore more expensive for the NT Department to deliver equivalent substitute 
services to rural and remote areas commensurate with increasing population 
dispersion.36  Therefore the gap in funding between what the Commonwealth 
provides and the actual cost of delivering services is getting wider and the level 
of services potentially getting worse. 

Paradoxically while these services are readily available in urban NT (and most 
of Australia) where private services are established and health status is high, 
they are absent in rural and remote NT where health need is greatest. Although 

Review of General Revenue Grant Relativities 1991 Volume 2 PP.  89-90 

A. J. Plant and J. Pearse, 1992 'Health Services for Remote Areas of Northern 
Australia, Needs and Resources. p.  5 
36  It has been postulated there is a positive side to this movement. The return to a more 
traditional and more active and healthier lifestyle with no alcohol and nicotine, improved 
diet based on natural foodstuffs and less junk food', and reduced social conflict 
characteristic of multi-tribal communities contribute to a recipe for better health outcomes. 
No scientific assessments have yet been made of the supposed benefits however. Some 
observers have commented that health status of people on outstations is actually getting 
worse. 
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this situation is not of the Territory's making it has tried hard to address it. The 
NT's efforts to attract private GPs to rural areas have not been successful and 
these services continue to be funded out of the Territory's public purse. 

In 1992 the Commonwealth introduced a Rural Incentives Program (RIP) to 
attract doctors to remote areas (generous salary package etc.) This program is 
allocated $25 million annually (nationally) with 10% being set aside to assist 
Medical Schools to set up programs to encourage medical students to pursue a 
career in rural practice.37  Although it is too early to say whether the scheme has 
been successful three aspects of it have been identified that make the scheme 
unsuitable for Territory conditions. 

Firstly it is based on the GP or medical model of health care which is seen as 
having limited long term effectiveness on health status simply because it 'dispenses' 
medical treatments. Aboriginal ill health demands preventive measures and a 
holistic approach that medicine is not equipped to deal with. Secondly, it is 
doubted that the scheme is really effective in attracting doctors to remote areas 
of the NT. Indeed rather than attracting more doctors it has resulted in giving 
more money to existing doctors in rural areas of Australia. Thirdly the scheme 
has also had the perverse effect of making it more difficult to attract doctors to 
hospitals in the smaller towns such as Katherine, Gove and Tennant Creek 
which see predominantly Aboriginal patients simply because doctors can earn 
more 'in the bush'. Hospital doctors cannot access the RIP. 

Together Medicare and PBS refunds resulting in direct Commonwealth 
Government expenditures make up only 14 per cent of total government health 
expenditure in the NT compared to 40 per cent nationally.38  According to Plant 
and Pearse, under these two Commonwealth schemes alone, the NT health 
sector receives $27 million a year less than would be the case if funds flowed at 
Australian rates. This shortfall does not take into account the additional morbidity 
of Aborigines.39  

Medical Journal of Australia, Vol. 162, No. 5,6 March 1995, p. 228 
38 Nohem Territory Tripartite Forum, National Aboriginal Health Strategy Information 
Kit December 1992. p.  51. 
39  Ibid, p.  14. 
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If fiscal equalisation is to be achieved an allowance needs to be made to offset 
this shortfall when determining the Territory's health needs. While the states 
also provide community health services the Territory argues that the lack of 
fiscal equalisation in those states is not a problem because private medical 
services are available. The Territory argues that it has to provide a greater range 
of community health services than the states because of the reduced provision 
of private medical services. 

The Commonwealth Grants Commission (CGC)10  in its assessments applies a 
formula to determine an amount to offset the 'discrepancy' between the NT and 
the other states. In 1993/94 this resulted in an 'additional' $6 million, but this 
still left a gap of $21 million. This leaves the Territory government with $21 
million less to spend on health including Aboriginal health than if it were 
resourced at the same rate as the other states. 

In response to this criticism the Commonwealth argues that its mainstream 
services are adequate to make up the 'shortfall' in services because of the $21 
million 'deficit'. The NT's counter-argument claims that Commonwealth 
mainstream services are simply inappropriate for Aborigines living in rural and 
remote communities. Not only is there a problem of access but the programs 
themselves do not specifically address Aboriginal health problems. 41  

Funding route 2. Untied Financial Assistance Grants. 

Untied Financial Assistance Grants (FAGs) to the States represents the second 
important source of revenue for general health services that flow on to the 

"° "The Commission is a statutory body established in 1933 to report upon applications 
by the States to the Commonwealth Government for special assistance under section 96 
of the Constitution. Under section 96, the Parliament of the Commonwealth can grant 
financial assistance to the States on terms and conditions it thinks fit. The Commission 
does not decide the size of the payments to the States and Territories. This is decided by 
the Commonwealth at the Premiers conferences after discussions with the State Premiers 
and Territory Chief Ministers. The role of the Commonwealth Grants Commission is to 
make recommendations on the distribution of the grants between each of the States and 
Territories." (Crough, p.  8) 

" For example, cervical and breast cancer screening is inappropriate, (a) because there 
are Aboriginal health problems with higher priority and the money could be better spent 
elsewhere and (b) cervical and breast cancer are not significant health problems in NT 
Aboriginal populations. 
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Aboriginal population. Although the distribution of FAGs between States is 
decided at the Premier's Conference, the decisions that are taken are significantly 
influenced by the recommendations of the CGC. In this respect the Commission 
plays a central though often unrecognised role in Aboriginal health care financing. 

The CGC retrospectively assesses NT health needs in terms of standardised 
services; that is what the Territory should spend to maintain standard level 
services, and actual expenditure; what the Territory actually spends including 
ATSIC recurrent spending. ATSIC recurrent spending includes health funds 
from its own budget plus NAHS funds that are used for recurrent purposes. 
Health funds used for capital expenditure are not included by the CGC in its 
assessments. The CGC then recommends variations to untied grants as FAGs.42  

The NT government claims that the formula used by the CGC to calculate what 
the Territory should receive does not adequately take into account some of the 
problems of delivering health services especially to remote Aboriginal 
communities. Mainstream Commonwealth programs e.g. Medical and PB 
Schemes (discussed under funding route 1) used widely throughout the rest of 
Australia have lower utility in the NT because of the Territory's unique geo-
demographic circumstances. The Commonwealth cannot or does not want to 
acknowledge that whilst these schemes are suitable for rural NSW they are not 
suitable for rural and remote NT and lower than national average use is made of 
them. 

The problem of Aboriginal morbidity and unmet need presents an additional 

problem. Because of the way in which the Territory is forced to deliver its 

substitute services (by employing Rural Nurses, Aboriginal Health Workers and 

visiting doctors only) they fail to 'qualify' for Commonwealth subsidies which 

demand a full time medical presence. Consequently there is no incentive by the 

Territory to improve services in rural and remote areas because the Territory 

would have to use more of its own resources to pay for them. The Commonwealth 

does not or has not so far conceded that the NT is a special case. 
42  Under Section 96 of the Constitution. 
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The NT believes Aboriginal health status should be interpreted in the context of 
the size and distribution of the Territory Aboriginal population which demonstrates 
the problem is really much larger than in other states. Over a quarter of the 
Territory's population is Aboriginal with over two thirds living in rural and 
remote areas. Given the relative size of the NT's economy this has enormous 
implications for both the provision and the cost of health service delivery. 

The reality is that the NT is small compared to other states and has little 
political clout.43  The Territory's Aboriginal population represents only a quarter 
of a per cent of the nation's total which is insignificant. When viewed in these 
terms it is easy to appreciate why Aboriginal health is not likely to become a 
national issue on the strength of its electoral clout. 

The undergranting of the NT for health probably began from the time of self 
government but did not become evident until after Medicare was introduced in 
1985 and when health statistics and other information relating to the Aboriginal 
health deficit became available. So called preferential treatment by the 
Commonwealth ceased in 1981/82. In that year the Memorandum of 
Understanding was abandoned by the Commonwealth and the Territory began 
receiving identified health grants on the same basis as the States, in substitution 
for the hospital cost sharing community health and school dental grants which it 
had previously been receiving. 44  

Since then the NT experienced a deterioration in Commonwealth health funding. 
Commonwealth funding to the Territory generally is claimed to be lower in real 
terms today than in the past. Whilst there has in recent years been an increase in 
Territory sourced funding there has been a significant decline in funding from 
the Commonwealth to the extent that the NT was 21.3 per cent worse off in 
1992/93 compared to 1984/85, while the six States were virtually back to their 
1984/85 levels. 

Less than 1 per cent of The Australian population, and only one Member of the 
House of Representatives and two Senators. Hardly a significant political force nationally. 

Mathews, 1985 p.12 
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Had the Territory experienced similar treatment to the other states since 1984/85 
net Commonwealth payments to the Territory in 1992/93 would have been 
$209.9 million or 26.2 per higher than they were. In 1993/94 receipts from all 
sources were expected to be only 1.0 per cent higher than they were in 1986/87, 
an increase well short of the 8.8 per cent increase in the Territory's population 
over this period of time.45  This puts an additional constraint on the Government 
in deciding how best to fund its health service responsibilities. This is why 
health funding and service delivery to Aboriginal communities must be seen in 
the context of overall funding from the Commonwealth. 

The downturn in Commonwealth Grants funding also coincided with a change 
in the patterns of Aboriginal ill-health. Whilst the health status of Aborigines 
overall may not actually have deteriorated it was changing its nature and becoming 
more expensive to treat. There was a shift from Third World infectious diseases 
which are relatively easy and inexpensive to treat to the worst of first world 
lifestyle disease such as diabetes and kidney disease which are very expensive 
to deal with medically. 

Unless adequate preventative measures are put in place now, the financial burden 
of treating lifestyle diseases adequately in the future will simply outstrip the 
ability of the Territory's health system to pay.' So while the mortality rates 
may have stabilised and perhaps improved in some age groups, e.g. infants, the 
morbidity patterns have changed for the worse and with it the costs of health 
care have risen significantly. In financial terms the problem has got steadily 
worse. 

In response to the NT government's submission to the CGC in 1993 there have 
been some changes in the methodology used in calculating grants to the Territory 
but these have not proved beneficial. It is possible that the Territory is slightly 
worse off. The gap between what the CGC calculates the NT should spend on 

'5  The Northern Territory of Australia '1993-94 Issues in Public Finance' Budget Paper 
No. 5pp. 17, 23-24. 

46  See comments by Ray Norman (Secretary of Health and Community Services) in 
'Future Directions and Policy Issues for the Northern Territory' Department of Health 
and Community Services 1992 
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health and what the NT actually spends on health is widening. That is the CGC 
continues to estimate that the NT needs less funds than it is actually spending. 
The gap represents the shortfall which the Territory must find from its own 
resources if it is to continue providing services at current levels. If the NT were 
to spend what the CGC recommends should be spent services to Aboriginal 
communities then the quality of services would decline. 

In the two years for which figures are readily available, (1991/92 and 1992/93) 
the NT government spent more than what the CGC estimates should have been 
spent to maintain standard services for the two categories Hospital and Community 
Health. Aborigines are the major users of both these program areas. The Territory 
government believes the CGC's underestimates to be due to the low weighting 
for Aboriginality47  in assessing need and failure to take into account the low 
rate of utilisation of Commonwealth programmes by rural/remote Territorians 
generally and Aboriginal people particularly. 

In 1992/93, assessments of this weighting for hospitals was 2. While the CGC 
weighting for Aboriginality in community health was 5, this did not take into 
account the fact that community health in the NT is wholly NT Government 
funded whereas in other states community health is heavily subsidised by the 
Commonwealth through Medicare refunds and the PBS. As previously discussed 
these refunds are not available to rural and remote people in the Territory 
simply because there are no private GPs. And as a consequence the NT government 
provides these services without Commonwealth financial assistance. According 
to Departmental estimates the weighting should be in the vicinity of 6-8. 

The NT continues to assert that the CGC is mistaken in its use of Australia wide 
comparisons in calculating grants because of the Territory's unique problems. 
For example to use a national Aboriginal factor based on an average of all 
States rural and urban Aboriginal populations is bound to disadvantage the 
Territory with its preponderance of rural Aboriginal people. 

In this study the term Aboriginality refers to Aboriginal peoples materially 
disadvantaged position in Australian society. It does not refer to any innate biological or 
cultural characteristic that has a racial or ethnic basis. 
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Darwin is treated by the CGC as if it were a capital like other state capitals. It 
has been suggested that the entire NT inc!uding Darwin be classed as a rural 
area for the purposes of calculating grants. Whi!e Darwin is the Territory's 
capital, its population is less than 80000 which means that it does not qualify as 
a 'major urban' city by Australian Bureau of Statistics criteria.' Its extreme 
remoteness and isolation from the rest of Australia contributes to the problem of 
recruiting and retaining staff. There is a major lack of medical specialists in 
nearly all disciplines throughout the NT. A recent survey indicated that in the 
Top End the number of practising specialists was half the national average.49  

Even if numerical equity is achieved this will not be enough to provide a similar 
standard of service compared to the rest of Australia because of the excess 
morbidity in the Aboriginal population. As a result Darwin relies heavily on 
visiting specialists from southern capitals. No other capital city is in this position. 
In contrast other capital cities are self sufficient. They have large hospitals and 
super specialities and medical schools etc. 

It is recognised by the NT that it has to put more effort into convincing the 
Commonwealth to take into account the Territory's unique circumstances in 
calculating grants if fiscal equalisation, one of the planks of the Australian 
federal system is going to be achieved. One of the major problems for the NT in 
convincing the CGC on many issues where it considers it is financially 
disadvantaged, is the lack of good data. Special pleading for more favourable 
treatment without adequate data never gets far. And when data is available the 
states lack of similar data makes comparisons with them difficult. While the NT 
is improving its data collections the states are not. Because the states Aboriginal 
populations are smaller they do not have the same incentive to improve and 
standardise data collections for the purposes of calculating grants. 

' It is acknowledged there is some disagreement on ABS census figures. The point is 
made that Darwin is not even a medium sized urban centre by Australian standards and 
if judged on health availability and access to health services does not qualify as a 
capital city. 

Jim Burrows, Medical Advisory Committee, Royal Darwin Hospital, 6 January 
1994. 
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Funding route 3. Tied Grants. 

Tied Grants come to the Territory from the Commonwealth via DHS&H. The 
most important component of Tied Grants is the Medicare Agreement for Public 
Hospitals. Again it is argued that the Territory is underfunded for hospitals 
which correspondingly reduces the capacity of the Territory government to fund 
and deliver adequate health services to Aboriginal people. 

Per capita funding to the Territory for public hospitals is 64 per cent of the per 
capita grants for the rest of Australia. Up to and including the current Medicare 
Agreement, grants have been based on a weighted population formula which 
takes into account occupied bed day rates for various age and sex groups. One 
of the assumptions used in this formulation is that the aged have higher bed 
occupancy rates than the young, therefore they receive a higher grant. The 
Territory with its youthful population received less than the national average for 

this reason. This formulation however ignores the higher hospitalisation demands 
of Aboriginal patients and other factors known to elevate costs of hospital 
services in the NT.50  The formulation also ignores the fact that few Aboriginal 
people live into old age.51  Their shorter life span has the perverse effect of 
driving down the age factor which in turn translates into fewer dollars. Excess 
morbidity (which obviously results in shorter lifespans) is not factored into the 
calculations. 

As in the States, NT hospital expenditure dominates health expenditure 
representing about 58 per cent of total health expenditures. This calculation is 
based on occupied bed days which may result in an under estimate of actual 

cost because it fails to take into account the increased clinical complexity and 
therefore higher relative costs of Aboriginal morbidity. 

5°P1t and Pearse, pp. 16-17 

According to one estimate there are only about 3500 Aboriginal people over the age 
of 50 years. 



The Territory government has been criticised for spending most of its health 
funds in the urban areas of the NT.52  Plant and Pearse53  argue that whilst 
hospitals are indeed located in urban centres they serve the entire population. 
Furthermore Aborigines who make up just 26 per cent of the NT population and 
reside mostly in rural and remote areas make up 40 per cent of hospital patients 
and 53 per cent of occupied bed days. During 1992/93 Aboriginal occupied bed 
days for the Tennant Creek, Alice Springs and Katherine Hospitals were 68, 70 
and 80 per cent respectively. It is conservatively estimated that over 50 per 
cent of hospital expenditure relates to Aboriginal patients. Whilst it can be 
argued that there is too much emphasis on hospital services, which do little to 
address the problems of Aboriginal ill health, (and non-Aboriginal ill health) 
'curative' services must continue to meet current demands. 

The NT government further counters the criticisms that it spends too much on 
hospital care by pointing to the fact that it places greater emphasis on community 
health services than most other State governments. Per capita expenditures in 
the non-urban centres are 7 to 8 times that of the urban areas. Some of the 
reasons for this have already been explored; greater health needs of Aborigines, 
dis-economies of scale, absence of a private sector, high patient travel and 
transport costs (6.6 per cent of expenditures) associated with distance from 
hospitals. 

In addition, more than 51 per cent of expenditure in the Disease Control Program 
relates to Aborigines; estimated to be 3.5 times more than non-Aborigines, and 
68 per cent of alcohol and drugs of abuse program is Aboriginal related; 7 times 
higher than for non-Aborigines.55  Most of the additional per capita expenditure 
is however absorbed by the increased costs of delivering services to rural and 
remote areas and the net benefit to clients is a service which is vastly inferior to 
those provided in urban centres. 

52  Comment made by NT ATSIC State Manager Richard Alimark in 'Aboriginal health 
still 'abysmal" Gordon Feeney of AAP Northern Territory News 27 August 1993, p.  13. 
53 1bid,p. 18 

(Department of Health and Community Services Annual Report 1992-1993, pp.  33, 
36 and 43. 

55  Plant and Pearse, pp.  19-20 
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It is indisputable that very few Commonwealth funds channelled into the Territory 
government health system are specifically intended to be spent servicing the 
Aboriginal population. None of the Commonwealth's grants assessment processes 
identify any funds as Aboriginal health funds. In 1993/94 Tied grants to the NT 
for health amounted to $92 million. Only about half a million or less than half a 
per cent of this figure was earmarked specifically for Aboriginal use. 556  Even 
though such a large amount of funds is involved annually and Aboriginality is 
taken into account by the CGC and Medicare negotiations when calculating 
Untied and Hospital Grants to the Territory this remains the case today.57  

Rather than the Commonwealth it is the Territory government that decides how 
much will be spent on Aboriginal health and the form and direction that services 
take. Much to the Commonwealth's chagrin it has no power over the NT to 
directly influence decisions on the issue of Aboriginal health expenditure and 
cannot force the NT to spend a specified amount on Aboriginal health even 
though Aboriginality is taken into account by the CGC in calculating grants. 
This is because the CGC is not designed to influence policy but 'merely' to 
identify patterns of expenditure. It is not the CGC's role to identify what should 
be spent on Aboriginal health or even health services generally. Assessments 
are made on the basis of what has actually been spent and there is no relationship 
to need or the disparity in funding that occurs within state boundaries. It is 
entirely a matter for the states and territories to choose their own internal fiscal 
structure. 

Whilst the Territory government's annual allocation to Aboriginal health is 
therefore exclusively a Territory government decision the Commonwealth does 
exert a significant influence over the potential and actual amounts spent in the 
Territory through the assessments made by the CGC. Although the Commonwealth 
has no direct influence over Territory Aboriginal health expenditure the NT has 

Under the National AIDS Strategy, the Commonwealth has since 1993/94 set aside 
$3 million nationally to be allocated to Aboriginal and Torres Strait Islander communities 
for their AIDS/STD preventative education and training programs. The Territory annually 
receives about a sixth of this amount. In the Territory this fund is known as the Special 
Aboriginal Fund and projects and activities are coordinated by an Advisory Committee 
composed of all funded organisations. 

The NT receives more than 80 per cent of its untied funds from the Commonwealth. 
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no influence over the ATSIC funding route, (which directs Commonwealth 
derived funds to AMSs for Aboriginal and Torres Strait Islander use only), or 
the effects that this funding has on CGC assessed grants. 

In practical financial terms it is claimed that the effect of the CGC's use of the 
'inclusion' methodology means that for virtually every dollar the Commonwealth 
provides AMSs via ATSIC or DHS&H, the Northern Territory Government 
loses one dollar in Untied Grants. This significantly reduces the Territory's 
capacity to resource Aboriginal health. 

The contribution that the NT makes from its own revenue and the amount of 
Untied Grants from the Commonwealth are not separately identified in the 
Department of Health and Community Services overall budget. Departmental 
calculations put the ratio of Untied Grants to NT own revenue at 75:25. The 
1993/94 budget of $281 million therefore consists of $92 million in Tied Grants, 
$142 million in Untied Grants and $47 million in NT own source revenue.59  

The Department estimates that it spends about 52 per cent of its entire budget 
on Aboriginal health, or about $146 million on all health and community services 
including hospitals. Aboriginal patients occupy 53 per cent of hospital occupied 
bed days in Territory hospitals. For 1993/94 this amounted to $63.6 million 
being spent on Aboriginal patients in the Territory hospital system and $146 
million on all health and community services including hospital services.60  A 
quarter of all of these funds are from the Territory's own resources. In comparison 
ATSIC channelled a mere $8 million of Commonwealth derived funds in 1993/94 
for primary health care to AMSs. 

The full affects of ATSIC funding on Territory financing is discussed under route 4 
This calculation was based on excluding Tied Grants from the consolidated fund and 

using the resulting ratio of Untied Grants to NT revenue of 75:25 to calculate the dollar 
figures. From Department of Health and Community Services document 'Notes on 
Aboriginal Health Funding' compiled by Graham Symons, Assistant Secretary, 
Community Care Program. 

60 These figures were kindly supplied by Graham Symons, Assistant Secretary Community 
Care Program. 



CHAPTER 3. NON-GOVERNMENT FUNDING 

Funding route 4. ATSIC funding 

The role of ATSIC. ATSIC is the main Commonwealth body operating in the 
field of Aboriginal and Torres Strait Islander affairs. It was established by the 
ATSIC Act in 1989 and began operating in 1990 as an amalgamation of the 
previous Department of Aboriginal Affairs (DAA) and the Aboriginal 
Development Commission. (ADC) It was designed as a means of putting into 
effect the principle of self determination for indigenous Australians. The 
organisation consists of two arms, an elected representative policy making arm; 
Regional Councillors and Zone Commissioners--and an administrative arm. 
Through the representative arm, ATSI people are encouraged to participate in 
the process of government. This enables them to make decisions about the 
programs and policies that effect them, at local and national levels.61  

ATSIC is involved in a range of economic and social programs. ATSIC's 
involvement in health is limited to funding AMSs which deliver Primary Health 
Care (PHC) to Aboriginal communities. More than 90 per cent of ATSIC's 
primary health funds and health sub-program funds entering the Territory health 
system are allocated by Regional Councils (RC) to AMSs. 

ATSIC acknowledges that the responsibility for providing PHC services to 
Aboriginal communities rests with state and territory governments. Although it 
has no intention of challenging this responsibility it is aware that the 
Commonwealth --ATSIC--AMS funding route circumvents state and territory 
health systems. 

The majority of AMSs in the Territory were established without consultation 
with the Territory government.62  Although these services encroach on areas of 

61  See Annual Report 1992-93 Aboriginal and Tones Strait Islander Commission for a 
brief history. 
62  Although the first of these services in the Territory was established by the 
Commonwealth (via the old DAA) before self government, (Central Australian Aboriginal 
Congress (CAAC) in Alice Springs in 1973, the majority were established alter 1978. 
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Territory responsibility they do not relieve the NT government of its responsibility 
for delivering health care to the Aboriginal populations served by AMSs.63  The 
National Aboriginal Health Strategy (NAHS) Working Party recognised that the 
1967 Federal Aboriginal Referendum gave the Commonwealth certain powers 
but this did not in any way diminish state/territory jurisdiction or responsibility 
for Aboriginal health.TM  

ATSIC sees its role in the Territory, as in any other state as a secondary or 
supplementary funder. In this capacity ATSIC health care funds are additional 
to payments made by the Commonwealth to the states and territories for 
mainstream and general community health programs. It is believed by ATSIC 
that because existing territory and state health systems are not addressing 
Aboriginal health problems adequately there is a need for supplementation and 
delivery of more culturally appropriate services to Aboriginal communities. 
This supplementary funding also recognises the additional disadvantage of 
Aboriginal and Torres Strait Islander people, but is not intended to reduce the 
obligation of all governments to provide appropriate health services for their 
Aboriginal citizens. 

The impact of ATSIC funding on NT Government funding 

The official view that sees ATSIC health funds as supplementary to the states 
contribution does not reflect what happens in practice and this greatly concerns 
the NT government. ATSIC's 'supplementary' funding of Territory based AMSs 
results in the CGC recommending to the Commonwealth government a reduction 
in the size of Untied Grants to the Territory by a corresponding amount. 

The claim that ATSIC funding supplements state funding for Aboriginal health 
is viewed by the NT as a sham. It may be argued that the main purpose of 

63  One estimate puts the potential Aboriginal clientele of AMSs in the NT at about one 
third. 
64  National Aboriginal Health Strategy Working Party Report, 1989, p.  31. See also 
Background Paper, Parliament and Cabinet HCSMC Secretariat. 13 June 1995. p. 3 
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ATSIC is to divert Commonwealth funds away from the states, given that it is 
the Commonwealth that chooses to reduce the size of Untied Grants whenever 
ATSIC allocates its funds to Territory AMSs. Given the size of the NT economy 
the impact the CGC's inclusion methodology65  has on the Territory is significantly 
worse than in other states because of the Territory's lower than Australian 
average reimbursements for medical and pharmaceutical benefits, the significant 
other disabilities not factored into CGC assessments and proportionately larger 
Aboriginal population served by AMSs. 

It is the NT's view that if the Commonwealth thinks that ATSIC's 'supplementary' 
funds compensates the Territory for its undergranting of the Territory for rural 
and remote health services it is mistaken. The problem for the Territory is made 
worse because it has no control over any of the funding that ATSIC gives to 
AMSs located mainly in urban areas. 

This financial sleight of hand enables the Commonwealth to improve its image 
in the eyes of Aboriginal communities and confirm the widely held perception 
that the Territory government cares less about Aboriginal health because it does 
not spend enough. Evidence to support this 'view' is continually being 
'rediscovered' in rural and remote 'Third World' communities which are under 
Territory government administrative control. 

The Territory has repeatedly pointed out that ATSIC funding of AMSs has a 
significant impact on the NT's continued ability to meet its constitutional 
obligations. Whilst the benefits of ATSIC funding for Aboriginal people attending 
town based AMSs is not doubted, the lowering of funds coming to the government 
system results in fewer funds being allocated by the Territory to Aboriginal 
health services which do not benefit from ATSIC funding. The net impact of 
this exercise is to direct Territory funding away from remote areas where the 
Aboriginal health need is greatest into areas determined by a process in which 
the NT has no input. The NT notes with concern the distribution of these funds 

65  Because of the retrospective 5 year cycles of review by the CGC the full effects of 
the inclusion method will not be felt for some years. Likewise if ATSIC funding for 
primary health care to Territory AMSs were to stop, the 'return' of NT government 
funds to previous levels would take a few years to complete. 
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in the Territory does not coincide with health needs of Aborigines and the gap 
in funding between urban and rural/remote services gets wider. 66  

The NT is also critical of the way ATSIC currently allocates its funds to AMSs. 
The best funded services located in urban areas continue to receive most funds 
on a per capita basis. This is despite the fact that mortality and morbidity rates 
are worse in rural and remote areas which receive least funds. If funds are to be 
redirected to areas with greatest need it is necessary for ATSIC to re-think its 
present funding allocation model 67  

The NT sees the situation as outside its control. It has lost both flexibility and 
the ability to set priorities within its jurisdiction which hasn't diminished simply 
because the Commonwealth directs funds through ATSIC for PHC. 68  This 
practice is seen as another attempt by the Commonwealth to undermine the 
financial capacity of the Territory to finance its own programmes, and 
commensurate with its overall aim to have a greater say in how funds will be 
spent, gain a larger measure of influence in one of the states traditional areas of 
responsibility. 

It has been calculated that the additional $4 million provided by the 
Commonwealth to ATSIC in 1991/92 directly resulted in a reduction of 
Commonwealth Untied Grants to the NT Government of $3.7 million. That is, 
the real increase in Commonwealth funding which resulted from a policy decision 
to improve Aboriginal health was $300000 not $4 million.69  In order to make 
the $4 million a real increase for Aboriginal health the Territory government 
would have to allocate another $3.7 million from its own resources. Clearly the 
gains by the Territory as a whole from this funding arrangement are illusory. 

If this transfer of funds from the Commonwealth government via ATSIC to 
urban based AMSs were to escalate the Commonwealth through the CGC 

This is dealt with in more detail in Chapter 4. 
67  Discussed more fully in chapter 5 

Northern Territory Submission for the Commonwealth Grants Commission 1993 
Review of General Revenue Grant Relativities 1991 Volume 2 p.  95 
69  Northern Territory Tripartite Forum, National Aboriginal Strategy Information Kit 
December 1992 p.  51 



recommendations could eventually undermine the Territory's capacity to fund 
its Aboriginal health services in rural and remote areas. This would occur if 
ATSIC increased its funding allocations to existing AMSs and if new AMSs 
were established in other population centres. 

However replacing existing Territory health outlets throughout rural and remote 
NT by AMSs is not currently a realistic proposition for a variety of economic 
and political reasons.7°  ATSIC would find it significantly more expensive to 
establish and operate AMSs in remote locations than similar organisations in 
the towns. ATSIC is also currently experiencing significant problems 
administering existing AMSs and it probably does not want to add to this 
burden. Indeed AMSs are currently trying hard to extricate themselves from 
ATSIC control. 

If the Commonwealth wants more funds to reach AMSs via ATSIC without 
undermining the Territory's capacity to finance its Aboriginal health 
responsibilities it could instruct the CGC not to include ATSIC health funding 
when calculating grants to the NT. There is no sign yet that this is going to 
happen. Underlying the Commonwealth's attitude towards Territory funding is a 
perception that the NT has diverted Commonwealth funds away from Aboriginal 
communities to white urban development.71  The NT government has extended 
invitations to Commonwealth government officials to come and see for themselves 
how and where the NT spends its money on Aboriginal health.72  At the time of 
writing the invitation had not been taken up. 

70  It is possible that AMSs will be established in larger rural communities such as 
Maningrida that are presently funded by the NT Government. A senior departmental 
official doubted that there will be any new AMSs. 
71  Diversion of health funds will be discussed in a chapter 4. 
72  See Media Release put out by the NT Minister of Health and Community Services; 
Fred Finch, dated 21 October 1994 calling on Deputy PM Brian Howe to send 
Commonwealth officials to Darwin to scrutinise the NT Government's funding of 
Aboriginal health programs. 
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The impact of ATSIC's structural imbalance on the funding process. 

The criticisms of ATSIC tend to be seen in terms of Aboriginal incompetence in 
managing their own affairs. This may not be a fair judgement to make. Initially 
attention was focused on structural inadequacies within ATSIC which prevented 
it from carrying out its role effectively. ATSIC was an attempt to combine the 
old DAA and ADC and bring them under Aboriginal control. These were 
previously Commonwealth government departments which made their own 
decisions. In the new arrangement the bureaucratic arm is subordinate to the 
elected arm and in principle makes no decisions regarding priorities or funding. 

The administrative arm of ATSIC is not therefore a new unit with a new staff 
and bureaucracy organised around the functions and role of the elected arm of 
the organisation.73  The new structure required the bureaucratic arm to relinquish 
any decision making role that it may have had previously and it had difficulty 
making the necessary adjustments. Formally the decision making function rests 
with RCs in accordance with the principles of self determination. 

However in making decisions about health the elected arm needs an informed 
bureaucracy with real experience in health. The carry over of the old DAA 
bureaucracy, and its lack of a specialised expertise and organisational culture 
geared to giving orders rather than taking them was inappropriate and a recipe 
for failure from the start. The new bureaucracy has been unable to come to grips 
with its new and subordinate role and the need to access information at the 
Territory level. This contrasts with the NT Department of Health and Community 
Services which has a well informed but subordinate bureaucracy.74  

Of the 339 recommendations of the Royal Commission into Aboriginal Deaths in 
Custody, the only one the government refused to act upon was one that called for an 
end to ATSIC's public service ties. Many of its employees are career public servants 
from the old Department of Aboriginal Affairs. For ideological or other reasons related 
to career prospects the best bureaucrats decided not to go over to ATSIC whilst others 
who either couldn't find jobs elsewhere or who had a stronger commitment to ATSIC 
went over to ATSIC. The result is that ATSIC came into being with a bureaucracy 
which it did not choose and basically consisted of another Department's leftovers. 
Northern Land Council Director Darryl Pearce was reported as saying, "They brought 
too much dead wood with them .... You need creative people with innovative ideas, not 
people who are searching for a lifetime career. They should be people on three years 
contracts and if they don't perform they'er out" 'Trapped in the money-go-round' Dennis 
Schulz and Scott Milson, The Bulletin, February 28 1995 p.33 

7' The department has volunteered to provide information to ATSIC whenever it requires 
it but this offer has not so far been taken up. 
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ATSIC's lack of expertise in health administration is largely blamed for the 
apparent underfuding of two central Australian AMSs and the Medical Practitioner 
employed in one of these AMSs used money from his own pocket to purchase 
medical supplies.75  According to the Medical Practitioner poor planning and 
forecasting by the previous community health administration was not detected 
and rectified by ATSIC's bureaucracy and this resulted in an inappropriately 
low level of funding. Whilst there were good intentions by the previous community 
administration they were basically incompetent, inadequately equipped to deal 
with health, and lacked initiative. They also failed to seek information and 
advice from other well run communities in the region; some of which had been 
operating successfully for over a decade. The overall result was a poorly developed 
budget submission to ATSIC. 

ATSIC must take some of the blame for not applying an adequate budget 
review process. This consists of budget proposals being submitted first to ATSIC 
which reviews the submission and makes the necessary approvals before returning 
the submission to the RC for further review and prioritisation. There are two 
points in the process where review should have taken place. Had the review 
been undertaken properly it would have been apparent to the reviewers (within 
ATSIC's bureaucracy) that the amount requested was too little to operate the 
medical service adequately. On this basis it is the medical practitioner's view 
that ATSIC lacks the necessary expertise, personnel and skills to adequately 
manage the Aboriginal health portfolio. Had the submission from his community 
been reviewed by health experts more funds would have been recommended.76  

In contrast to the weakness of the bureaucratic arm the representative arm of 
ATSIC, at least in principle, is seen as one of its strengths. The elected RCs 
represent Aboriginal interests within a given region. In practice however all 
regions include more than one and in some regions several language groups 
which tends to weaken the cohesiveness of each region. Each region cannot be 
considered homogeneous culturally or politically. Whilst the representativeness 

ABC Radio, Wednesday 8 February 1995. This was confirmed by interviewing the 
individual doctor involved. 

76 This may be a somewhat naive assumption that bureaucracies give more than what is 
asked for. 



of RCs went some way to overcome this problem the fact that individual 
Councillors had little or no health expertise compounded any difficulties they 
encountered based on inter-tribal differences. The relative lack of health expertise 
should not have represented a significant a problem however since it is the role 
of ATSIC's bureaucratic arm to provide this supportive role. From all accounts 
it failed to provide this. 

Instead of performing an information gathering role for the elected arm through 
networking with existing Territory agencies, the bureaucracy sees itself merely 
as an agency to administer funds allocation. The problem for ATSIC is that its 
bureaucracy couldn't see beyond its perceived role as providing supplementary 
health funding in areas where it sees state and territory health services delivery 
to Aboriginal people as deficient. 

It is the bureaucracies view that if RCs lack information on which to assess 
need they are at liberty to seek this information from any source. RCs must 
decide what they want and need to know. Whilst it is the bureaucratic arm's 
responsibility to obtain the required information it does not believe that it is its 
responsibility to seek out information without first being asked. If some important 
information comes their way they will pass this on to RCs, but in their view 
RCs are elected to do a job in the same way as any other local government 
council. If they need advise on any health matter all they have to do is ask for it 
and they are free to use whatever source they choose. 

Bureaucratic versus political control of ATSIC 

Despite the overt political activities surrounding the allocation of funds by RCs, 
it is argued, that with few exceptions, Aboriginal organisations and elected 
representatives lack of expertise in preparing submissions and knowledge of the 
submission process means that bureaucrats have real control of ATSIC. 
Submissions are the bread and butter of bureaucrats. Whilst publicly and officially 
RCs make funding decisions they do not make all the decisions. According to 
one informant the process of allocating funds is far too complicated for Councillors 
to fully appreciate and de-facto financial control passes to the bureaucratic arm. 



On this basis it is claimed real decision making power in ATSIC rests with the 
bureaucracy and not with the elected arm which is supposed to make all the 
important decisions. This suggests bureaucrats have more power than they 
previously had when they were part of the DAA. In that role they were less 
likely to act without the Minister's knowledge. In common with all other 
Commonwealth Departments it is the Minister who makes decisions on the 
basis of need and keeps informed of what his bureaucrats are up to. With 
ATSIC the Minister leaves decision making to elected officials, in particular the 
RCs, through which all requests and approvals for funding have to pass. Top 
elected officials and the Minister are able to distance themselves from the 
decision making processes. In these circumstances RCs are vulnerable and become 
heavily dependent on the bureaucratic arm to assist them make important financial 
decisions. 

It is alleged that the paternalism of the old DAA was carried over to ATSIC and 
that this had been (and still is) a source of resentment for Aborigines. The DAA 
inherited many of the former employees of the colonial administration based in 
Papua New Guinea and with them came a colonial culture in which it was 
believed all important decisions had to be made for indigenous people because 
they are unable to make decisions for themselves. These attitudes are anathema 
to ATSIC's foundation principles of self determination, Aboriginal empowerment 
and self management. The structure, composition and organisational culture of 
ATSIC's bureaucracy is little different therefore from its precursor organisations 
and although the elected arm is composed exclusively of Aborigines, there is no 
deliberate strategy to Aboriginalise the bureaucratic side of the organisation. As 
a consequence decision making that passes to the bureaucracy still rests in 
non-Aboriginal hands. 

Therefore, that the elected arm has very little actual control over the allocation 
of funds, and because funding is historically based it is difficult for the elected 
arm to alter the pattern of spending to changing circumstances and need. The 
current ATSIC model and locus of power ensures the bureaucratic arm determines 
both the method of funding and the assessment of individual bids from Aboriginal 
organi sations. 
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The role of politics in ATSIC's funding allocations 

It is claimed that the development of ATSIC has made it more difficult for 
Aboriginal organisations to obtain resources and support than before. Whilst in 
pre-ATSIC times there had been a fair degree of unity amongst the various 
Aboriginal organisations in their struggles to obtain more resources from 
governments, with the election of ATSIC RCs we are now seeing discord and 
intense competition between Aboriginal communities and organisations who 
each want to maximise their share of the cake.'77  

The political fighting that takes place between Aboriginal communities is a 
product of ATSIC's political structure and methods of allocating funds. ATSIC's 
electoral arm; elected RCs and Commissioners, is not an appropriate funding 
allocative structure given the needs of Aboriginal communities for stable funding. 
Instead it politicises the allocation of funds by bringing to life and amplifying 
tribal based community rivalries. Had a needs based formula been injected into 
the system, Aboriginal politics may have remained quiescent or operated at a 
more subdued and acceptable level. 

Because the arm which allocates funds is political (it is elected, and applications 
for funds are submission driven; no needs-based assessments just well argued 
proposals) and given that there are too few dollars to go around, processes of 
allocating funds by RCs is bound to be according to competitive political processes. 
In one year for example there were $11 millions worth of submissions but only 
$2 millions available. In the words of Sutti Ah Mat, Chairman of the Yilli 
Rreung (Darwin) Regional Council, "the system pits underfunded health clinics 
against sporting clubs and investment groups for funds."' One observer is 
quoted as saying that trying to satisfy all demands with too few dollars is like 
"throwing a bone to a pack of hungry dogs."79  During the intense scramble for 

77 B. Bartlett and D. Legge, 1994 Supporting Aboriginal Health Services p.  10 
'78 'Trapped in the money-go-round' Dennis Schulz and Scott Milson, The Bulletin, 
February 28 1995 p.33 
' In the words of an employee of a Territory Aboriginal Medical Service. One senior 
ATSIC Official also labelled Aboriginal lobbying methods as "nothing more than gutter 
politics". 



funds between Aboriginal organisations, accusations of pork barrelling are 
common with some Regional Councillors allegedly handing out funds to their 
own communities and sometimes their own relatives. 

In its submission to the Evaluation Committee the Mutujulu Community Health 
Service at Uluru wrote; 

...far from being a fair democratic process, Regional Council decision 
making appears very susceptible to pressure from strong personalities of 
individual Councillors.80  

As both ATSIC Regional Councillors and Commissioners are elected, they are 
under the same pressures from local lobbyists as white politicians.8' Had there 
been ample funds and a more rational needs based assessment used to allocate 
resources the role of Aboriginal politics would be minimised and the need for 
corrupt practices to obtain funds eliminated. 

The political allocation of ATSIC funds has potentially serious implications for 
service delivery. The 'Anyinginyi affair' provides an illustration of this. According 
to one account this was the result of a power struggle between the leaders of 
two tribal family groups in the Tennant Creek region to gain control over the 
RC. Whilst tribal rivalries normally exist these were amplified by the competitive 
process that is necessary to obtain funding. 

The problem for the different sectors like health and housing, is that they are 
dependent on the RC for their funds. If the Leader of one or other tribal group 
had gained control over the RC they would also gain control of funding for all 
program sectors such as health, housing and environmental health etc.82  Were 
this to happen priorities would be realigned to suit those of the individual leader 
which may be in housing for his extended family grouping. Ongoing funding 
for health which is not always seen as the number one priority by Aboriginal 

80 NAHS Evaluation Committee Report, p. xx 
81  See Sykes, T. 'Black Money' Australian Business Review March 1995. p.  36 

It is usual for individual tribal groups to 'capture' a particular service sector like 
housing or health depending on their particular area of 'expertise,' or family connections. 
Usually this results in the 'trading' of resources with other controlling interests. 
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people would be threatened and health services would suffer. The outcome of 
this may not necessarily reflect the wishes of the whole community. 

Whilst the conflict is over scarce resources, increasing resources would not 
necessarily reduce intra-community competition to gain control over funding 
bodies like RCs. Structuring funding arrangements in a way that makes politics 
unnecessary is more likely to be successful. Because ATSIC's funding allocation 
arm is politically based, politics is what makes its wheels go round. RCs provide 
the arena within which politics is played out and funding allocations take place. 
The fact that organisations have to compete with each other to impress the RC 
that its requirement for funds should receive top priority encourages leaders to 
compete amongst themselves for control over the RC. Once in control, they 
have guaranteed access to funds for their own use. 

Direct funding from the Commonwealth thereby circumventing the ATSIC 
structure would defuse political rivalries. This is said to be one of the main 
reasons why AMSs throughout the Territory strongly support the transfer of 
health from ATSIC to the Commonwealth. It is their view that if funding is 
guaranteed then politics will have no role to play. 

ATSIC's role in the NAHS--National Aboriginal Health Strategy Funds 

The 1994 review of the NAHS found that there was no improvement in Aboriginal 
health outcomes and the gap in health status between non-Aboriginal and 
Aboriginal people was widening in remote and rural areas. It is clearly recognised 
that the policy development mechanisms and funding and administrative 
arrangements proposed under the NAHS had not been implemented or were 
ineffective. 

ATSIC RC representation was originally skewed towards lands and housing and 
there was a lack of understanding of the benefits of intersectoral collaboration by the 
Regional Councils or ATSIC generally. Consequently ATSIC's funding allocations 
tended to neglect health and most money went to housing and non-health projects 
simply because of the bias in its expertise and lack of appreciation of the big picture. 
(See Bartlett, 1993, p.) 
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Most agree the NAHS was a failure. To draw attention to the failure and 
inadequacy of funding the Evaluation Committee reported that it " .....found 
only traces of where the NAHS had been--small amounts of money (compared 
with the need) spent on housing and health services." 

Whilst the incompatibility of ATSIC and NAHS funding mechanisms accounted 
for some of this failure, the amount of money allocated by the NAHS is, to be 
realistic, piffling when compared to the estimated cost of meeting health needs, 
and the amount that the Australian health system spends on health annually.85  
The Evaluation Committee's criticism of government's "gross underfunding" of 
the strategy are hollow given the size of the need. Had the NAHS been implemented 
in full it would have had very little impact on the health status of Aboriginal 
people especially within such a short period of time. 

The Commonwealth decided to route NAHS funds through ATSIC rather than 
existing state and territory health systems for political and administrative reasons. 
There was pressure from Aboriginal organisations participating in the NAHS 
Working Party not to channel funds through state and territory health systems 
because it was believed some would be siphoned off to cover administrative 
expenses or lost altogether in the bureaucratic maze of state and territory health 
funding. It was also argued that this would undermine Aboriginal control which 
was the principle underlying the creation of ATSIC and the NAHS. Participating 
Aboriginal organisations (AMSs) really wanted direct funding (without ATSIC) 
but this did not eventuate. Bypassing state and territory health systems to 
administer NAHS funds also gave the Commonwealth a further opportunity for 
greater involvement in Aboriginal health than it had previously. By channelling 
NAHS funds through ATSIC which is a Commonwealth creation it attracted the 
kudos that flows from being involved in this way. This arrangement also protected 
the Commonwealth from any possible adverse criticisms of the NAHS. ATSIC, 
not the Commonwealth, would be blamed if things went wrong. 

Executive Summary, The National Aboriginal Health Strategy: An Evaluation. p.  2 
$232 million compared to $33 billion annually--is not much when (a) it is compared 

to need, (b) is allocated to all states and territories and (c) is spread over 5 years. 



Access to the Commonwealth's contribution of $232 million86  to the NAHS 
from 1991-92 onwards was dependent upon ATSIC successfully securing by 
negotiation broadly matching funds in formal agreements with the states and 
territories, supposedly in line with the NAHS principles of increased effort and 
shared commitment. ATSIC didn't want to reward no effort but wanted to top 
up state funding provided that states put in extra effort. In other words it wanted 
to reward actual effort. 

Whilst it is popularly believed the states agreed to match NAHS funds following 
the 1989 Joint Ministerial Forum (JMF) there was in fact no formal agreement 
that they should do so. Initially there was no discussion with the states regarding 
the size of the NAHS's allocation or of the imposition by ATSIC of the matched 
funding condition and administrative arrangements which excluded the states. 

During the first year of the Strategy there were long delays in releasing 
Commonwealth NAHS funds to community organisations because the states 
took the position that they should administer the funds. They argued this would 
streamline funding arrangements and ensure coordination of service delivery. 
However because the JMF predated the establishment of ATSIC and the 
independent role of RCs in funding decisions had not been properly addressed 
in the NAHS's administrative arrangements, the states assumed they would have 
a significant role in the implementation of NAHS funded programs. 

Under the proposed arrangements the states and territories were not likely--and 
this proved to be the case--to freely allocate their funds to a scheme in which 
they had no say in how the money is be spent. There were no further attempts to 
secure agreements for matching funds by ATSIC after 1992. As a result of this 
many Aboriginal communities and ATSIC argued that state and territory 

Originally these funds were to be spread over five years. Only in years 2, 3, 4 and 5 
were funds actually allocated. Only a small proportion of NAHS funds are allocated 
annually to primary health services. The majority (about 80 per cent) are directed to 
community housing and infrastructure development and some public health measures. 

These commit governments to maintaining and even increasing their financial effort 
to Aboriginal health and not lowering it because additional funds are available through 
ATSIC. 

NAHS Evaluation Committee Report 1994, p.  28 
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governments were not doing enough despite their earlier commitment and this 
was putting pressure on ATSIC's limited budget and created divisions between 
communities as competition for scarce funds intensified. ATSIC claimed that it 
was often publicly made a scapegoat for the failure of governments to meet 
their responsibilities. This was manifest in the numerous media articles critical 
of ATSIC's capacity to handle Aboriginal health in the wave of reporting that 
followed the release of the NAHS Evaluation Committee's report in December 
1994. 

Of course any NT NAHS matched funds would have resulted in a doubling of 
Territory effort, given the CGC's practice of reducing the size of Untied Grants 
whenever funds are channelled through ATSIC for PHC. As far as the Territory 
is concerned there was no reason to believe that the CGC would treat NAHS 
funds any differently. 

ATSIC is aware of the CGC's use of the inclusion method and the impact this 
has on the size of untied grants to the NT.89  ATSIC is sympathetic to the NT's 
position, believing that this practice defeats the purpose of ATSIC supposedly 
providing supplementary funds to tackle the problem of Aboriginal health and 
amounts to nothing less than the Commonwealth going against the NAHS 
principles of 'shared commitment' and 'increased effort'. Because Untied Grants 
are reduced as a result of the CGC's use of the inclusion method in its assessments 
compounds the difficulty already experienced by the Territory to continue 
maintaining its current financial commitment to Aboriginal health according to 
these principles. 

If the Commonwealth wanted the NAHS to result in real extra effort by the 
states and territories a different method of funds allocation which involved the 
states and did not disadvantage them was essential. Further, whilst there is a 
general consensus that all government's efforts were inadequate it is also the 
NT's view that more funds should not be 'chucked at the problem' before the 
method of allocation is fixed up.9°  Unless this is done, maximum effort and 

89  This was acknowledged by a senior ATSIC bureaucrat in Darwin 

90 In a letter to the Commonwealth Minister for Health Carmen Lawrence Mr. Reed 
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commitment from states and territories is unlikely to be obtained. The NT is 
particularly critical of ATSIC's use of the submission based funding mechanism 
for distributing NAHS funds and the apparent lack of accountability by some 
AMSs accused of misappropriating ATSIC funds.91  

Although the NT claimed that it did increase its effort by over $9 million in the 
first year of the NAHS, these were not channelled through the ATSIC system. 
This gave rise to accusations of 'creative accounting' by some AMSsY A 
Departmental source confirmed the increased funds were found from within the 
Department and spent by departmentally managed services including hospitals, 
although some increase in funds went to NGOs. The complaints by some Territory 
AMSs that there was no increased effort by the NT is believed to be because no 
extra funds found their way to AMSs. There were no further commitments 
sought by the Commonwealth after 199 1/92. 

It is also interesting to consider how NAHS money was spent. ATSIC mixed 
NAHS funds with its own global funds so it wasn't easy to see where NAHS 
funds went The combined funds were used to finance all health involvement in 
the Territory. According to an ATSIC source, which fund is used depends to 
some extent on the purpose to which the money will be put. While NAHS funds 
are to be used for specific purposes these are so general that in practice ATSIC 
does not impose a clear division between the two funds. In other words NAHS 
funds have become supplements or substitutes for ATSIC's general funds. 

It is also apparent that whilst NAHS funds did result in a gradual increase in 
health expenditure, a significant proportion of the funds were used to top up 
lower than normal expenditure from ATSIC's usual primary health funding. 

protested at the lack of consultation over Commonwealth plans to allocate more than $1 
billion to fund Aboriginal health organisations without consultation with the NT 
government and before " ..... the processes are in place to ensure effective management 
of Aboriginal health expenditure and to avoid tragic waste." (See Media Release from 
NT Minister for Health and Community Services dated 21 April 1994.) 
91  Note NT Minister Mike Reed's repeated criticism of the Commonwealth over the 
alleged fraudulent misuse of ATSIC funds by the Anyinginyi Congress. In the space of 
about three weeks the NT Minister issued 8 Media Releases critical of the Commonwealth's 
role in the 'Anyinginyi' affair, including two in one day. 21, 22, 24 of April, 5, 6 (twice) 
10 and 11 of May 1994. 

Notably CAAC in Alice Springs. 
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That is, there had been some internal substitutions by ATSIC. In other words 
ATSIC diverted its own health funds to other areas and used NAHS funds as 
their own funds.93  

For primary health services the amount of ATSIC usual funds for the first two 
years of the NAHS 1990/91 and 1991/92 was lower than 1989/90. By 1992/93 
usual funds expenditure had regained the 1989/90 level. It was only in the 
fourth year of the strategy that usual funds expenditure actually increased over 
the pre NAHS level. It is clear that whilst NAHS funds did result in a gradual 
increase in health expenditure a significant proportion of the funds was used to 
top up lower than normal expenditure from ATSIC's usual primary health 
fundi ngY4  

Most NAHS and ATSIC global funds also became recurrent funds after the 
initial year. No new initiatives or expansion was possible. In 1993/94 ATSIC 
health funds to the NT were about $19m for environmental health and $9m for 
AMSs. For 1994/95 the figures are $18.8 (all NAHS money) and 9.6m (about 
60 per cent NAHS) respectively. These funds combine ATSIC general funds 
with NAHS funds but the majority is derived from NAHS. Most of this money 
therefore is 'old' money. That is it is composed largely of NAHS funds which 
were initially allocated as a block sum in 1991. Furthermore the funds in 
subsequent years is used to maintain initial services and in this sense becomes 
recurrent funding. 

The NAHS was never intended to be just a 'bucket of money' but that is the way 
it turned out. Gone are the ideals of intersectoral collaboration, needs based 
assessments and monitoring functions to build up a picture of what progress has 
been made and indications of what should be done; functions that the centrepiece 

This borne out by an examination of ATSIC figures. During the life of the NAHS the 
number of houses built by ATSIC using its usual funds and the amount of expenditure 
of its usual housing funds went down in the years 1991/92 and 1992/93. Whilst the 
number of houses remained the same as 1990/91 in 1993/94 the amount of money 
expended actually went down. The number of houses built in 1992/93 remained the 
same as the previous two years only because of NAHS funds. (See figures 1 and 4 
'NAHS/CHIP and CHIP Expenditure 1990-91 to 1993-94' 'Number of Houses 
Built/Purchased through ATSIC Programs' The National Aboriginal Health Strategy An 
Evaluation, December 1994, pp. 36 and 40 

See figure 5 'ATSIC Health Program' p. 53 



of the NAHS--the Tripartite Forum (TPF) was designed to carry out. The failure 
of the TPF to have any formal mechanisms to influence ATSIC meant that it 
was free to use NAHS funds for any purpose it saw fit. It is questionable 
whether many of the NAHS's objectives will ever be achieved whilst this 
interpretation of the strategy predominates. 

ATSIC and NAHS structural incompatibility 

ATSIC was given sole responsibility for administering the NAHS. One of the 
major contributing factors to the Strategy's failure was the fundamental 
incompatibility of the two structures.95  The ATSIC political structure and method 
of allocating funds, introduced a large measure of competition between AMSs 
that previously did not exist. The annual round of submissions and competitive 
bidding presented a major barrier to effective cooperation and coordination; 
principles that were central to the NAHS. AMSs resented having to compete 
against each other for limited funds. Basically ATSIC's competitive funding 
allocation processes clashed with the NAHS's cooperative and collaborative 
approach. 

ATSIC and the NAHS were developed independently and without any integrating 
structures. When the NAHS Working Party handed down its report in 1989, the 
Commonwealth was proceeding with the establishment of ATSIC. Whilst on 
the one hand ATSIC was represented as supporting 'self determination' at the 
national and regional levels, it had the effect of forcing Aboriginal people to 
undertake the task of resource allocation including the management of competing 
demands on the other. 

The NAHS placed heavy emphasis on intersectoral collaboration as a necessary 
strategy for improving Aboriginal health. Intersectoral collaboration requires 
the health sector to work with people in other health related sectors; such as 
housing, environmental health, education and business enterprises, etc.--to work 
towards coordinated positions with respect to creating the conditions for better 
health. Intersectoral collaboration is required to operate at all levels from national 
to local but in the context of Aboriginal health the most important level where 

See Bartlett and Legge, 1994 Supporting Aboriginal Health Services 



intersectoral collaboration is needed is at the local community level; building 
cooperation between land councils, community councils, education associations, 
housing associations and health organisationsY Rather than facilitating this 
kind of cooperation and collaboration at community level the ATSIC electoral 
process and method of allocating funds created an opposing dynamic of 
competition and intersectoral conflict that applied not only to ATSIC's usual 
health funds but NAHS as well. 

In many regions the main organisations in each of the sectors (housing, health, 
education, legal services etc.) have constituted the framework around which 
electoral politics at the regional level has developed. The divisions created by 
this dynamic had been exacerbated by the fact that most of these organisations 
are looking to the RC for funding support which itself became a forum for 
competing demands. Rather than allocating funds according to an intersectoral 
and holistic approach, the competition and divisiveness engendered by the ATSIC 
process that occurs within RCs ensures funds are allocated sectorally according 
to political dictates. 

Competition was also enhanced because too few resources were available. This 
ensured politics would override any attempts at intersectoral cooperation and 
collaboration. Initially, representatives from the housing and land sectors 
dominated RCs. Because there was not enough money to go around, the conflict 
of interests meant that RCs were under pressure from various quarters. But 
instead of allocating funds on the basis of need they took the path of least 
resistance and pursued those aspects they understood best; namely housing and 
water supplies. Under this funding regime health was repeatedly disadvantaged. 
Consequently this lop-sided assessment of the problem resulted in a lop-sided 
form of development. Again RCs are blamed for the decisions they take, but the 
ratio of funds to unmet need dictates that not everyone will be satisfied. 

Whilst the TPF was initially set up to have input into NAHS funding approvals, 
this has not happened. The political structure of ATSIC; RCs and Commissioners--
made the decisions on NAHS expenditure without the TPF. The problem is 

Ibid.p. 11 
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nothing in the ATSIC or NAHS structures determined how the TPF should be 
involved in funding decisions. 

The NAHS was premised on community based programs employing the PHC 
model of service delivery. This places power and authority in the hands of the 
community. In contrast, ATSIC is a politically representative structure where 
power and authority is hierarchically ordered. That is power resides at the top of 
the electoral and bureaucratic hierarchies despite the intention that it is a model 
of self determination and community control. The top down and bottom up 
flows of authority of ATSIC and NAHS structures respectively ensures that 
decision making processes in the latter have no influence on funding allocation 
and priority setting in the former. 



CHAPTER 4. MAJOR FUNDING ANOMALIES 

Vertical Fiscal Imbalance 

Since federation there has been a significant shift in financial strength towards 
the Commonwealth government largely at the expense of the states. This has 
given rise today to a large degree of vertical imbalance and the states and 
territories have to rely heavily on federal grants to fund their programs 
adequatelyY This means that under present financial arrangements the way is 
open for the Commonwealth government to exert an unwelcome degree of 
control over the affairs of the states and territories. Although the Commonwealth 
cannot directly influence the Territory's Aboriginal health policy, (Discussed in 
Chapter 2) that vertical imbalance is so pronounced, the Commonwealth is in a 
strong position economically to indirectly influence both the level of funds that 
the Territory has at its disposal to finance most of its programs including Aboriginal 
health and the NT's Aboriginal health policies themselves. 

One of the main problems with vertical imbalance that characterises the Australian 
federal system is that governments evade responsibility or in common political 
parlance 'pass the buck'. State governments claim that the Commonwealth does 
not give them enough. This typifies the response by the Territory government to 
complaints about the inadequacy of its services to Aboriginal communities. The 
Commonwealth claims it gives plenty but the states and territories choose to 
spend it elsewhere. 

It seems reasonable to suggest that one of the underlying motives for the blaming 
and counter blaming and evasion of responsibility for poor Aboriginal outcomes 
as described in the press is a product of vertical fiscal imbalance which affects 
both governments. While for the Territory there is a vertical imbalance between 
access to revenue and health outlays, for the Commonwealth the reverse is the 
case. The Commonwealth wants a level of influence commensurate with its 
financial involvement. Because it provides most of the funds (from its own 
taxation revenue) it also wants most of the say in how these funds should be 

Russell Mathews, 1980 'Revenue sharing in a federal system' 
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spent, but to the Commonwealth's annoyance it cannot have this. Diverting 
some funds that ordinarily would go to state and territory government health 
systems through ATSIC provides the Commonwealth with a measure of 
compensation. Both governments therefore are adversely affected by a lack of 
congruence between revenue and expenditure. Although ideally there should be 
a close relationship between the two, the Commonwealth is not willing to give 
up control over revenue any more than the Territory and state governments are 
willing to give up control over service delivery. 

Of course the Territory is at liberty to raise its own revenue if it wished. There 
is no constitutional barrier to prevent it (or the other states) introducing its own 
income taxes to fund an expansion of its Aboriginal health programs. According 
to Walsh, 8  the Territory could even adopt the Commonwealth Income Tax 
Act, and offer a contract to the Australian Tax Office to collect them. In response 
however the Commonwealth is not likely to make 'tax room' and it could retaliate 
through disproportionately large cuts in financial assistance, making this strategy 
potentially very risky and politically dangerous. Any Territory government 
attempting to introduce an income tax would also become electorally unpopular. 
Only through cooperation and negotiating with the Commonwealth for greater 
access to revenue sources is there any real long term prospects for a better deal. 

The problem is that the Territory (and the states) have no constitutional leverage 
over the Commonwealth to provide a more equitable share of revenue. Indeed 
the Commonwealth is at liberty to reduce the size of grants to the Territory or 
even to eliminate them altogether if it so wished and the Territory would still be 
obliged, constitutionally, to fund Aboriginal and general health services. Clearly 
this has implications for Aboriginal health which currently receives the lions 
share of Territory resources. Any Commonwealth cuts in health funding to the 
NT are likely to be translated into cuts for Aboriginal health funding in the 
Territory. 

There are no constitutional guarantees that the Commonwealth will continue its 
grants according to some formula for sharing revenue, as there is in Germany. 
And while there are_political counter forces to limit the extent to which the 

Cliff Walsh. Federal reform and the politics of vertical fiscal imbalance' 1992 p. 37 
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Commonwealth can arbitrarily reduce its support, its discretionary power in this 
respect is substantial.99  The only barriers that prevent the Commonwealth from 
diverting ever increasing amounts of what the Territory government sees as its 
health funds to AMSs via ATSIC are political and administrative ones. (Discussed 
in Chapter. 3) 

The financial dominance of the Commonwealth also provides a greater overall 
capacity to respond to minority groups seeking an avenue to improving their 
economic and social situation which state and territory governments are either 
unwilling or unable to provide. AMSs now concentrate all their efforts on 
pressuring the Commonwealth government for direct funding of their health 
services. (Discussed in Chapters 1 and 5) If the imbalance were not in the 
Commonwealth's favour the ability of the Commonwealth to provide ongoing 
support to minority groups would diminish. 

In the final analysis it may seem like good politics by the Commonwealth 
government to dominate the country's financial system and continue to pull the 
states and territories financial strings but this comes at a cost. That the Territory 
(and the states) have become more dependent on the federal government for 
finance100  not only threatens state fiscal autonomy but also institutionalises certain 
negative behavioural responses and attitudes on the parts of both governments. 
As is amply illustrated by press reports on Aboriginal health funding in the 
Territory during 1994, the current funding imbalance and the financial 
arrangements supposedly put in place to redress that imbalance leads to a 
substantial blurring of responsibility, accountability for political decisions. While 
the complexity of funding arrangements and multiple access to health outlets by 
Aboriginal people under the Australian federal system is not necessarily a bad 
thing,10' the split between spending and taxing makes it difficult to attribute 
responsibility for lack of responsiveness among the various levels of government. 

99  Ibid., p.  22 

to H. V. Emy and 0. E. Hughes, (1991 p. 320) the result is arguably the 
worst system of federal/state finance of the comparable federal countries (Canada, the 
US and West Germany) which is not likely to change. While the states continually 
complain about unfairness in the distribution of funds the Commonwealth considers the 
states to be profligate. 
101 J. Holmes and C. Sharman The Australian Federal System 1989. 



54 

In this situation the buck passing with respect to Aboriginal health depicted in 
press reports in 1994 became endemic.102  In the end the causes of this behaviour 
must in the long term be addressed if they are not going to undermine the 
cooperative foundations that keeps the Australian federal system alive. 

Horizontal fiscal Imbalance. 

There is also another dimension to the financial imbalance that has even more 
significant implications for health service delivery especially to rural and remote 
Aboriginal communities. Because of size, uneven population distribution and 
geographical diversity some states in Australia are better funded than others. 
This geographical-financial inequity; known as horizontal fiscal imbalance--is 
addressed by means of the principle of fiscal equalisation that is applied by the 
Commonwealth Grants Commission.'03  Basically this principle recognises that 
if all citizens, wherever they live, are to have equal access to health services 
then the 'price' of health resources is not uniform across the country.' 04  

Fiscal equalisation is an extremely important concept which plays a major part 
in the intergovernmental financial arrangements of the Australian federal model. 105 

The principle is intended to ensure that the state and territory governments have 
the financial capacity to deliver to their citizens regardless of ethnicity or 
residential location a standard range and quality of government services.'°6  

The social and economic characteristics of the Aboriginal population have a 
significant influence on CGC assessments. This influence is significantly more 

102 See Walsh, 1992 pp. 24-25 

' Horizontal imbalance is the difference in economic circumstances between the regions 
in a federation. Any federal system has some horizontal disparity in economic conditions 
and this affects the ability of the regions to provide comparable public goods and 
services. (H. V. Emy and 0. E. Hughes, 1991 p.  326) 

' Some of the funding and service delivery implications of this are discussed in 
chapter 2. 

"The principle of fiscal equalisation results in a transfer of Commonwealth taxation 
revenue from New South Wales and Victoria to the other states and territories. This 
reflects the fact that Queensland, Western Australia and the Northern Territory in 
particular have less well developed infrastructures smaller and more dispersed populations 
and narrower taxation revenue bases. 

'°6 Crough, 1993 p.  9 
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pronounced in the Northern Territory, even though in absolute numbers there 
are more Aboriginal people in Queensland, Western Australia and New South 
Wales. Furthermore, as a result of the high rates of Aboriginal unemployment, 
plus the costs of delivering health services to remote areas, the Territory 
Government receives a significantly higher level of per capita funding for health 
than the States. For example the diseconomies of small scale with respect to 
administration are factored into assessments. 

There is however no guarantee that the level and quality of services will actually 
be equalised between individuals or areas within the Territory. As is usually the 
case there is often a large gap between principles and practice. This is clearly 
evident in the Territory where there is a large disparity in allocations between 
urban and rural/remote services. The CGC's application of the principle of fiscal 
equalisation has not removed the funding inequities in the NT. The Territory 
argues that this is because the CGC has not adequately factored Aboriginality 
and remoteness into its assessments which results in the Commonwealth providing 
smaller grants to the Territory. In turn this reduces the NT's overall capacity to 
deliver adequate services to Aboriginal people living in rural and remote locations. 
As a direct consequence, the Territory does not feel that it can accept responsibility 
for the poor Aboriginal health outcomes. 

The Commonwealth would argue differently. Because the grants are untied, the 
priorities for the expenditure of these funds are determined by the state and 
territory governments.'07  There is no obligation placed on the Territory (or the 
states) to spend a specific proportion of these funds on its Aboriginal population 
despite the fact that the social and economic characteristics of the NT Aboriginal 
population has a significant influence on CGC assessments. The degree to which 
the Territory can be flexible with respect to funding Aboriginal health is therefore 
entirely a Territory matter. (Discussed in Chapter 2) The Commonwealth argues 
that the Territory is diverting funds which properly should be spent on Aboriginal 
health in rural and remote areas to urban areas and there is very little the 
Territory can do or say to dispel this belief. 

'°7 lbid., pp. 94-95 



Despite the Territory's submissions to the Commonwealth for more funds the 
CGC continues to recommend grants which the NT claims does not allow it to 
provide an adequate level of service to rural and remote communities. What is 
surprising however is that in spite of Commonwealth undergranting, the NT 
says it spends more on Aboriginal health than the CGC recommendations. In 
dollar terms this amounts to more than half of the NT's annual health budget on 
just over a quarter of the population. 108 

Whilst it may be true that the Territory is spending more on Aboriginal health 
in absolute and per capita terms and this amount is overall more than what the 
CGC recommends should be spent, the real issue for the Commonwealth is 
there is no equalisation of outcomes. That is there is too much emphasis on 
inputs--how many dollars go into Aboriginal health. As far as the Commonwealth 
is concerned, because it provides over 80% of funds to the Territory it is 
naturally concerned to see that these funds are spent wisely and in the best 
interests of all Territorians regardless of ethnicity or whether they live in rural 
or urban locations. It is health outcomes that really matter. Whilst it is 
acknowledged that there is no requirement for the Territory to spend more on 
health for Aboriginal people it has a commitment to provide equal outcomes. 
Although the Commonwealth acknowledges that whatever the amount the 
Territory actually spends on health is an NT Government decision, it is the 
Commonwealth's belief that the Territory could if it wished spend even more on 
Aboriginal health than it currently does without jeopardising the standard of 
health care to the rest of the population. 

For instance can the NT really claim it doesn't have the resources if it spent 
more than $100 million on a new Parliament House. It is the view of the NT's 
MHR Warren Snowdon that the Commonwealth takes a dim view of non-essential 
expenditure. Indeed the NT Government has borrowed heavily to finance its 
projects'09  The Commonwealth provided no funds specifically for the Territory's 
new Parliament building. The decision to allocate over $100 million to the 

the Territory may indeed spend more per capita on Aboriginal health than non 
Aboriginal Territorians, this cannot be said of other forms of expenditure that have 
health implications far in excess of health services. 

Reported to be about $9000 per head of population (Pers. comm.. Warren Snowdon 
MHR) 
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project was made by the NT government. The Commonwealth does not believe 
the decision was made in the best interests of all Terntorians. The government 
could just as easily have committed the funds to Aboriginal development. As 
far as the Commonwealth is concerned; if the NT Government can spend that 
kind of money on something of questionable value, it cannot claim that it does 
not have the resources to increase its allocation to a far more worthy cause. This 
only serves to weaken the Territory's argument for additional funds from the 
Commonwealth government and it should not come as a surprise that the 
Commonwealth might take a dim view of the NT's decision to spend money on 
non essential projects. 

Commonwealth grants are for the benefit of all Territorians including Aboriginal 
people. Aboriginality is taken into account in the CGC's assessments. With the 
exception of a comparatively small amount of non-health funds11°  the 'Aboriginal 
component' is never specified. Whilst the principle of horizontal fiscal equalisation 
is used by the Commonwealth to ensure that states and territories which have 
small economic bases have sufficient funds to provide similar levels of services 
to the economically larger states it is apparent that the same principle is not 
used internally by the NT government. The result is a wide gap in funding and 
service delivery between largely white urban and black rural/remote areas. 

The non-specification by the Commonwealth of the Aboriginal share of grants 
is a two edged sword. Whilst the Territory cannot argue about the amount that 
should be spent on Aboriginal health, neither can the Commonwealth direct that 
a given proportion is for Aboriginal health only. In practice this leaves the 
states and the Territory free to spend what they like and where they like which 
is a constant source of irritation to the Commonwealth. 

On this issue the NAHS Evaluation Committee reported that Commonwealth 
funding provides plenty of scope for states to withdraw mainstream services to 

"° $91 million in 1992/93--was allocated by the Commonwealth for Aboriginal housing. 
The NT, Queensland and WA received two thirds of the Aboriginal housing funding. 
(Crough, p.8) 



Aboriginal people. Lack of expenditure details on Aboriginal health makes a 

confirmation of this difficult. According to the report; 

t]he Department of Finance estimated that at least a quarter of 
Commonwealth Aboriginal specific expenditures appear to substitute for 
expenditures which otherwise would occur within mainstream services. 
This raises real concern about the potential for State and Territory 
mainstream services to withdraw funding where CommonwealthlATSlC 
funded services are being provided.11' 

The NT has responded to this criticism. Its submission to the Evaluation Committee 
advised that it spends more than 53 % of its health funds on services to Aboriginal 
people and that the amount can easily be demonstrated. Community health 
services in remote areas, for example largely service remote Aboriginal 

communities, and the number of Aboriginal patients in NT hospitals is readily 
identifiable. Therefore; 

[ut is clearly false to claim that the NT diverts to other purposes 
Commonwealth funds which it should, according to Grants Commission's 
assessments spend on Aboriginal health"' 

Urban--Rural Funding Imbalance 

It is apparent that the split funding of Aboriginal PHC where ATSIC underwrites 

mainly urban based AMSs and the NT finances rural and remote community 
health services, have in combination with the differential access that urban and 

rural people have to Commonwealth programs such as medical and pharmaceutical 
benefits produced a significant disparity in health funding between urban and 

rural/remote based Aboriginal health services. That is, urban based AMSs receive 
higher per capita funding than rural/remote Territory administered health services. 

Generally speaking fewer funds translates into inferior services which in the 
long term may contribute to worse health outcomes. 

" NAHS Evaluation Committee Report 1994 p. 84 
112 Ibid., p.  90 
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The reasons for this inequity are multiple. With respect to PHC services the 
urban-rural split coincides with the gradient of political noise--the squeakiest 
wheel gets the most oil. As the distance from urban centres increases so too the 
level of funds declines. Urban AMSs such as Danila Dilba and CAAC are more 
politically active than rural health services and this has enabled them to acquire 
a bigger share of from ATSIC. 

The NT argues, rural and remote communities should receive a bigger share of 
PHC funds than they currently get. Rather than channelling most PHC funds to 
urban based AMSs where access to mainstream services is an option, ATSIC 
should redirect them to rural and remote communities health services to redress 
the funding imbalance. In short funding allocations should be needs based which 
demands information on health outcomes. 

This argument is criticised by urban based AMSs as divisive. It is their view 
that Aboriginal people should be treated as a single undifferentiated group. NT 
DH&CS is of the opinion that urban groups do not want health information 
disaggregated according to outcomes because this will demonstrate more funds 
are needed in the less healthy less financially well off rural and remote 
communities. They are fearful that this information will be used to reduce their 
funding. Denying government departments and ATSIC access to information on 
health outcomes prevents any needs based assessment to better target funds and 
afford a degree of protection from any 'rational' decision to cut their funding. 

Assuming ATSIC PHC funding is a zero-sum game, identifying need may 
result in funds shifting as needs change. On this basis AMSs located in urban 
areas where health status is said to be better and access to mainstream services a 
realistic option, could see some of their funds transferred to rural/remote regions 
where health status is worse and choice of services non-existent. 

It is not surprising therefore that AMSs argue strongly that there should be no 
dis-aggregating of Aboriginal health data to differentiate levels of need. As far 
as they are concerned all Aboriginal people are unhealthy and in need and urban 
based services should be treated in the same way as other rural and remote 



services. Rather than cutting up the same pie into different sized chunks according 
to some statistical basis of need there should be a bigger pie and everybody 
should get more. 

It is suggested that to some extent the disparity in funding level between urban 
based AMSs and NT funded rural and remote health services is due to the 
former being more politically united and better organised than the latter.113  
AMSs are members of the National Aboriginal Community Controlled Health 
Organisation (NACCHO) and the Aboriginal Medical Services Alliance of the 
Northern Territory. (AMSANT). These are health organisations with a political 
agenda. To the extent that NACCHO and AMSANT provide collective 
representation for AMSs at the national and Territory levels respectively places 
them in a far stronger position to lobby governments and departments for more 
resources. For AMSs this is what community control is all about. Community 
control is a meaningless concept if in practice it does not allow for a measure of 
political control. For political control to be realised in practice collective political 
essential. Individuals or single organisational entities to not get far in a pluralist 
democratic political system. 

At the national level NAACHO has formed alliances with several medical and 
health organisations. These include the Australian Medical Association, National 
Rural Health Alliance, Royal College of General Practitioners and others. 
NACCHO itself has been incorporated into national Aboriginal health forums 
and committees and it has extensively lobbied the Commonwealth for direct 
funding."' 

AMSANT and NACCHO however are selective in their membership. These 
organisations prevent from joining any Aboriginal health organisation that is 
dependent_on the NT_government for funding. It is their view that any health 

113 This does not mean that they agree on everything. There is resistance by some 
medical services such as Kintore and Arapunja to become absorbed into the CAAC 
umbrella. 

"4 NACCHO is reported as having second thoughts about the Commonwealth takeover 
of Aboriginal health for fear that it will be excluded from any future negotiations. It 
may find that it has less influence over events than it had when ATSIC was in control. 
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service that remains tied to the NT government for funding, cannot be considered 
truly independent and therefore does not qualify for membership. 

NT funded AHSs (whether funded but community controlled or funded and 
administered by the NT) therefore have no independent forums for collectively 
expressing their views and aspirations that health organisations such as AMSANT 
and NACCHO provides their AMS membership.115  As a result Territory 
government health services have no effective non-government representation at 
the national or Territory levels. The NT government and DH&CS cannot truly 
claim to provide this role. It is unlikely the Department is in a position to 
represents the political interests of these communities health services, other than 
bringing to the Minister's attention poor health outcomes of Aboriginal people, 
submitting applications for more funds or suggesting the implementation of a 
different (but not too radical) approach. Participation in outside politics which 
might raise public awareness of the problems in rural and remote communities 
is actively discouraged. These health services are funded to deliver health care 
not become involved in politics. The Territory government strongly disapproves 
of any involvement, by health services within its administrative jurisdiction, in 
the kinds of political activities that so characterise AMSs. 

It is also doubtful that the NT government adequately represents the political 
interests of Aboriginal communities given that its electoral support comes mainly 
from white urban seats. Predominantly Aboriginal rural and remote communities 
are less likely to receive a fair share of government attention and the pattern of 
resource allocation and development will correspond to the lop-sided white-black, 
hospital-community, urban-rural cleavage. Aboriginal communities have drawn 
attention to the fact that there is a bias in favour of urban development simply 
because they vote Labor. 

Membership of lobby groups such as NACCHO and AMSANT is a mark of 
political awareness. AMSs are aware that there is strength in unity and the use 
of politics to achieve their aims is seen by them to be the only avenue left open 

115 Departmental sources state that NT funded AHSs have no desire to join AMSANT 
or NACCHO. 
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to them. Governments are not simply going to hand over more resources and 
control over how those resources are to be spent without a political fight. There 
is talk of challenging Australian governments in the international court over 
Australia's human rights obligations towards Aboriginal people. Studies linking 
political awareness and access to and use of health and other social services 
resulting in improved health outcomes of rural people conducted in India tends 
to confirm the view that membership of unions or political parties (or organisations 
such as AMSANT or NACCHO) improves access to health facilities and 
funding."6  

The relationship between political unity and access to resources and (possibly) 
between resources and health status also seems to be borne out by communities 
which have a tendency to increasing fragmentation through the outstation 
movement. This has significant implications for health service delivery and 
places considerable extra pressure on the Territory government to keep these 
outstations serviced. 

Gerritson interprets this movement in terms of these 'communities' political 
disunity. According to Gerritson117  the underlying factor in the outstation 
movement is competition for scarce resources. Dominant clans within 
communities monopolise resources for use by their members. Politically weaker 
clans are less successful in capturing resources and leave the community to set 
up their own homeland or 'outstation' in the knowledge that government services 
and resources will follow. 

Competition for scarce resource within Aboriginal communities is fundamentally 
no different from competition for scarce resources in non-Aboriginal society. if 
resources are adequate to satisfy everyone's needs then competition and political 

"6 Moni Nag (1990, pp.  356-377) provided evidence to support the hypothesis that the 
rural people of Kerela are healthier than similar groups in West Bengal because they 
are aware of their right to demand and use health facilities and that this is an expression 
of their political awareness. Nag showed that unions and political parties (left leaning 
ones) had been instrumental in the process of raising political awareness generally and 
that this had led to demands for and greater utilisation of health facilities. 
117 'Thoughts on camelot: From Herodians to Zealots to the contemporary politics of 
remote Aboriginal settlements in the Northern Territory. 1981, and 'Blacklellas and 
whitefellas: the politics of service delivery to remote Aboriginal communities in the 
Katherine region' 1982 
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activity will be minimised. Whilst this may have less application to health care 
resources, in NT funded and administered communities, Aboriginal community 
politics plays a large part in how other government inputs; which have health 
impli cations- -such as houses, education, the use of community vehicles etc. are 
distributed internally. The maldistribution of scarce health and health related 
resources according to community politics may have a cumulative effect which 
in the longer term produce measurable health differentials within communities. 

Because NT funded self managed communities located in rural and remote 
locations receive less health funds per capita than their urban based ATSIC 
funded counterparts, Aboriginal community politics is likely to play a dominant 
role as to how those resources are allocated. There is no incentive to become 
involved in external politics and lobbying governments for a better financial 
deal because they are in a dependency relationship with the NT government 
which guarantees them stable funding. Unlike the AMSs they do not have to 
'fight' for funding on an annual basis. The NT's method of funding; service 
agreements incorporating a needs based formula--also ensures that political 
influences in the funding process are kept at bay. Tailoring service agreements 
to the needs of individual communities serves to reinforce cultural differences 
and keep communities politically separated. This interpretation may (if correct) 
provide a partial explanation of why NT funded/administered health services 
have no wish to engage in 'outside' politics or join AMSANT and NACCHO. 

Funding aspects of community control 

In the previous section it was suggested that community control is meaningless 
without political control. It is also the case that community control needs adequate 
funding. Under-funding of health services reduces a community's capacity to 
manage its health services effectively. While it is NT government policy to 
encourage communities to assume greater responsibility for their health it is 
alleged that the funding arrangements that are entered into are inadequate. 
Opposition from within Aboriginal communities to the NT transferring control 
for PHC without adequate financial capacity to administer these services in a 
sustainable manner has emerged. This amounts to transferring of responsibility 



without the means to meet those responsibilities and prevents communities 
from taking real control of health issues. 

NT funded and administered communities see underfunding as a disincentive 
and wonder whether the government is serious about handing over control. The 
issue is that when a community takes control of its health services more money 
is actually needed than when the service formed part of a larger organisation. 
What the government fails to appreciate is that the dis-economies of small scale 
that are created after handover needs financial compensation to enable the 
community to maintain same level services. Expansion of services is out of the 
question. While the Department acknowledges this problem exists, it claims 
that it cannot afford to provide the extra funds. Underfunding also increases the 
likelihood of failure which Aboriginal communities fear most. The NT argues 
however that its model of community control of services provides a protective 
net in the event of failure. 

It is often said that communities are restricted or lack control over how they 
spend their funds.'18  Senior Departmental officials claim NT funded community 
controlled health services (CCHC) have more flexibility to spend how they like 
than ATSIC funded AMSs. CCHCs receive one line funding compared to the 
highly regulated ATSIC budgets. This provides flexibility and discretion with 
spending in any way they see fit provided that (a) their approach works and (b) 
measured outcomes improve as a consequence. How much each CCHC spends 
on staff and medical supplies is entirely a matter for the community."' The 
problem of using funds allocated for one purpose and spending it on another is 
less of an issue in NT funded CCHCs than ATSIC funded AMSs which are 
highly regulated in the way they can spend health funds. In ATSIC's model, 
budgets are broken down into various program areas and there is no scope for 
shifting funds from one program area to another. This is said to be one of the 
reasons why AMSs want direct funding from the Commonwealth. ATSIC which 
has no health expertise has too much control over how they can spend their 
health funds. 

118 See House of Representatives Standing Committee Report, 
119 There are however special purpose funds e.g. living with alcohol that are tied. 
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While AMSs do not like the rigid method of funding practised by ATSIC it 
remains to be seen whether the method and process of funding changes following 
the handover to the Commonwealth Department. AMSs do not like providing 
information on health outputs which is likely to be a Commonwealth prerequisite 
for ongoing funding. AMSs see this as a potential threat to their relatively high 
level of funding. Rather than the imposition of artificial program boundaries 
based on a rational assessment of needs they want total flexibility--a bottom 
line dollar amount to spend as they like. 

The centralised model of funding, via ATSIC and Commonwealth funding bodies 
generally does not fit the Aboriginal view and certainly goes against the principles 
of community control and self determination. When the centre makes a decision 
on health funding to have universal application it fails to take into account 
needs and priorities at the periphery. Take for example the Commonwealth 
funded nationwide mamography screening program. This program has little if 
anything to offer Aboriginal communities, where breast cancer is not a problem. 
The money could be better spent on health problems which have a much higher 
priority with Aboriginal input into decision making. This is recognised by both 
the NT Government and Aboriginal communities which calls for more flexibility 
in funding of Aboriginal health. In this regard the NT considers that its approach 
is much closer to the Aboriginal view than is the Commonwealth's which 
essentially is modelled on southern and urban population health needs. 

Dual funding, the urban rural split and public awareness. 

There is another important aspect of the dual nature of funding and service 
delivery in the Territory which needs some consideration. Whilst public attention 
was drawn to the Third World living conditions and poor health status of 
Aboriginal people living in the bush and the NT was to blame simply because 
rural and remote health is largely the responsibility of the Territory government, 
the solution to this problem was seen in terms of direct funding by the 
Commonwealth to ATSIC funded AMSs in the towns. 

The large urban based AMSs such as CAAC and Danila Dilba have used the 
adverse reports on Aboriginal living conditions and poor health status revealed 
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by Senator Richardson to lobby the Commonwealth for more funds for their 
services. Although Aboriginal people from rural and remote areas do use urban 
based AMSs when they visit town and there are a few AMSs operating in rural 
communities, the majority of rural and remote Aboriginal people which were 
the subject of the Third World media reports do not have access to AMSs. 

There are two points to be made here. The first assumes (quite incorrectly) that 
increasing health spending can rectify problems caused by squalid living 
conditions. Secondly, the debate about ATSIC incompetence and transferring of 
its health portfolio to the Commonwealth and direct funding to AMSs served to 
divert attention from the total picture of Aboriginal primary health in the Territory. 
Some believe the calls to transfer primary health responsibility to the 
Commonwealth is more about politics--how funds are allocated, who has control--
than real concerns about health. When one considers the paltry amount of 
money ATSIC allocates for primary health; about $50 million for the whole 
country this view is compelling. 

The incomplete and distorted view presented in the press overlooked the dual 
nature of Aboriginal health funding and the fact that the Territory government 
administers Aboriginal health services in rural and remote areas where AMSs 
(and therefore ATSIC) have a much smaller overall presence. The NAHS also 
tended to minimise the relevance of state and territory health service delivery 
for Aboriginal people through its emphasis on directing funding to AMSs. 
Direct funding will have no impact whatsoever on the majority of Aboriginal 
communities in rural and remote regions. According to one estimate the NT 
provides PHC services to about two thirds of the Territory Aboriginal population 
not reached by AMSs. Therefore the emphasis should be on rural and remote 
communities. 

If direct funding goes ahead it is possible the urban-rural divide will get wider if 
the Commonwealth is persuaded to channel more funds into urban based AMSs. 
In view of the CGCs use of the inclusion method when calculating grants there 
is no doubt this would further reduce the Territory's capacity to fund PHC in 
rural and remote communities. 
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Therefore the handing over of more funds and direct control to urban based 
AMSs will at best have negligible effects on the delivery of health services and 
the health status of Aboriginal people living in areas beyond the reach of AMSs. 
At worst, funding to rural/remote communities, and therefore the quality of 
services and health status may actually get worse. 

Aboriginal health hostage to historical based funding? 

Since self government the NT Government says that it has spent over half of its 
health budget on Aboriginal health and yet health outcomes have deteriorated in 
many areas and the gap in health status between Aborigines and non-Aborigines 
has widened. If health outcomes are any measure and primary health services 
are a determinant of health then vastly more funds are needed to address the 
problem. Why doesn't the NT spend even more money on Aboriginal health? 

Crough'2°  argues that one reason is because the NT is locked into a pattern of 
health expenditure (and other health related infrastructure expenditure) that is 
historically based. This reproduces inequities from one year to the next and 
raises the question as to whether Aboriginal health will remain hostage to 
historical based funding forever. 

Assuming that health funding is a zero-sum game, significant increases in 
Aboriginal funding would necessitate equally significant reductions elsewhere. 
If spending were to be linked to health outcomes, (and therefore need) there 
would probably be a massive re-alignment of funds with the vast majority going 
to Aboriginal people and what is left going to the white majority. This is 
problematic for two reasons. First it is difficult to change the pattern of expenditure 
across portfolios given that total available funds is relatively stable. Secondly 
shifting funds from white urban health to black rural health would be politically 
unacceptable. (Needs based funding is dealt with in a later section) 

' Towards the Public Sector Financing of Aboriginal self government. 1992 p.8 
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McDermott12' states historical based allocation decisions tend to favour the 
hospital and urban sectors while ignoring the reservoir of unmet health needs in 
remote communities which have not been translated into effective demand except 
for hospitalisation. Alice Springs and Darwin hospitals together consume over 
half the entire health budget each year. Therefore the claim that health care 
funding to rural/remote communities is the victim of historical based funding 
has some basis in fact. If rural and remote communities start out underfunded 
they remain underfunded. But it is also a fact that no-one has yet devised a 
satisfactory formula that adequately assesses need for rural and remote 
communities. A senior departmental official points out that whilst the claim 
may be true of the past it is less so today for NT funded communities where 
funding is not entirely historically based. 

It was also pointed out that the department has started to address the problem of 
historical based funding and has replaced it with a formula which, though 
imperfect, takes into account a measure of need. Darwin Region was split into 
urban and rural districts in recognition of differences in health outcomes and the 
need for a different service delivery model. Funding allocations were adjusted 
commensurate with these differences. More recently, following the realisation 
that the East Arnhem Region was under-resourced additional funds have been 
directed to that region for the past three years. 

Whilst these modest increases in allocations have taken place at the margins 
only, resource allocation to rural/remote communities has overall increased faster 
than funding for hospitals. This is borne out by Departmental statistics which 
demonstrates that there has been a significant increase in funding for rural/remote 
communities in real dollar terms over the past four years. Indeed actual resource 
allocations have increased at a faster rate than inflation. Between 1989/90 and 
1993/94 there was a real dollar increase of NT funding for Aboriginal health of 
30%.122 These increases have not been accompanied by any improvement in 
Aboriginal health. East Arnhem region continues to have the worst health 
outcomes in the NT. 

121 Redressing urban bias: a needs based approach to health care resource allocation in 
remote Australia. 1994 p. 2 

figure supplied by the NT Department of Health and Community Services. 



The urban bias is further reinforced by Commonwealth programs. Whilst health 
services and individuals in urban areas are able to access Medicare reimbursement 
schemes, (such as Medical and PBS) health services and individuals residing in 
rural or remote areas are unable to access these program. Although NT government 
services attempts to provide substitute programs these fall far short of fulfilling 
national goals of equity of access and allocative efficiency (maximisation of 
health outcomes) for the NT Aboriginal population. 

One of the major problems for the NT in trying to break out of the stranglehold 
of historical based funding is that it is also the Commonwealth government's 
practice of funding according to past practices. The manner in which CGC 
assessed Untied Grants and Hospital Grants are assessed reinforces past 
expenditure patterns. Both of these Grants are assessed on the basis of what has 
been spent in the previous five years, not what should be spent. Indeed the CGC 
is not designed to determine what should be spent on health in the future. 
(Discussed in Chapter 2) Therefore past expenditure patterns (along with any 
spending mistakes) are reproduced indefinitely. And because current expenditure 
reflects current utilisation there seems little scope for introducing into the 
formulations a measure of unmet need that exists in Aboriginal communities. 

It is not the role of the CGC to be concerned with issues of equity or what 
should be spent on a particular health problem such as Aboriginal health. Therefore 
the NT's underfunded status is carried over from one year to the next. And any 
underfunding of health generally is bound to be translated into underfunding of 
Aboriginal health given that historical based funding allocation methodologies 
are also used in the Territory. 

Dual funding sources and the urban-rural imbalance. 

In the light of evidence presented in this study it is argued that the dual system 
of Aboriginal PUC funding; ATSIC and the NT Government--reinforces the 
urban-rural/remote funding imbalance because it has resulted in the transfer of 
some of the Territory's financial capacity to the non-government PHC sector-- 

' See Plant and Pearce, 1992 and McDermott, 1994. 
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AMSs located in urban centres. Dual funding sources have also been criticised 
because they result in waste and duplication. 

The CGC has, through the use of the 'inclusion' method been instrumental in 
perpetuating the funding differential that exists between urban and rural based 
Aboriginal health services. However it is not known to the author when this 
process started; whether it was initiated when the Territory's first AMS in Alice 
Springs was established in 1973, or whether it began after the abandonment of 
the MOU and the Territory's funding placed on a more states-like basis. Putting 
this detail to one side, the establishment of more AMSs first under the old DAA 
then under ATSIC gathered pace following self government. More AMSs 
translated into more Commonwealth funding that circumvented the NT 
Government health system. As a direct consequence non-government Aboriginal 
primary health sector has got stronger at the expense of the NT government 
sector. According to Departmental sources the level of financial disadvantage 
this has caused has been passed onto rural and remote communities primary 
health services. 

The NT is critical of the need for dual funding sources for Aboriginal community 
health services which if kept separate are bound to result in some waste and 
uncoordinated effort simply because (a) it doubles the administrative cost (b) 
pooled and better coordinated resources are bound to result in savings and (c) 
resources channelled through the NT health system uses a more efficient and 
fairer funding allocation process than that used by ATSIC; service agreements 
versus submission based model. 

Aboriginal Medical Services are not likely to agree to pooling resources and 
placing the total under Territory control or entering into any agreement with the 
Territory. AMSs do not trust the NT health administration. AMSs prefer two 
sources of funds which potentially provides a better chance of securing more 
[unds. The current situation assures them of receiving core funding from one 
source (ATSIC) leaving them free to lobby for more money from the second or 

124 This is a point repeatedly made by the NT Minister for Health and Community 
Services. See for example Media Release dated 21 October 1994. 
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even third source--the Commonwealth and NT governments. One level of 
government--usually the Commonwealth; will also try to outdo the other in the 
funding stakes in order earn recognition from Aboriginal organisations. The NT 
believes this is conducive to waste and the establishment of inappropriate 
programs. 

However whilst the fragmentation of service provision and funding sources that 
the Australian federal system provides is supposed to enhance the power of 
minorities, by providing them with multiple points of access' or 'pluralisation' 
of possible funding sources,'26  overall this does not seem to have benefited 
Aboriginal peopl&s health status a great deal. 

In the NT only a minority of Aboriginal health services, (AMSs) are able to 
access the multiple funding sources. (ATSIC, Commonwealth and NT 
Government support) However whilst they have managed to improve their 
financial position NT funded services in rural and remote areas have not. These 
services receive no direct support from ATSIC and have significantly diminished 
access to Commonwealth programs. 

However whilst AMSs have been able to take advantage of improved access to 
all available funding sources, they have had to lobby hard to obtain a better 
financial result. The financial gains they have made are modest and it is doubtful 
whether this will have any real impact on health outcomes in the short term. 

Diversion of NT Aboriginal health funds 

It is a widely held view that the NT has diverted Commonwealth funds intended 

for Aboriginal health to white urban development and this has contributed to 

the Aboriginal health crisis. The Commonwealth and Aboriginal health 

organisations are also of the opinion that the states and territories have cut back 

' See Holmes and Sharman, 1989. 

'W. Sanders, 'Aboriginal Affairs' p. 274. 
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spending in areas targeted by ATSIC spending.127  Both these allegations are 
strenuously denied by the Territory government. 

In response to these allegations the NT points out that it spends far more on 
Aboriginal health than what the CGC calculates should be spent and defends its 
position with respect to some rural based communities. Because ATSIC is the 
sole funder of communities like Utopia and Kintore, there is less of a need for 
the NT to fund these communities than other communities that do not receive 
ATSIC support. The NT is adamant that despite the claims there has been no 
decrease in funding anywhere simply because additional ATSIC funding has 
become available. So whilst it may be true that the NT spends less in some 
communities than others, overall the NT 'overspends' despite the CGC's 
disincentives of removing on a dollar for dollar basis Untied Grants whenever 
funds are channelled through ATSIC to AMSs. If the Commonwealth takes up 
the Territory's invitation to visit the NT they will be able to see for themselves 
where the money is going and how much is being spent. 

An examination of Alice Springs rural and urban expenditure by ATSIC and the 
NT confirms that there is no leakage of NT funds simply because ATSIC also 
funds health services. ATSIC's high per capita funding of the Alice Springs 
urban and rural areas has not resulted in a lowering of NT funds to offset this, 
although perhaps a good case could be made for doing this and directing funds 
to more needier areas in the NT. The Department has clearly demonstrated that 
it continues to 'overspend' in the Alice Springs region at the Territory-wide rate 
despite ATSIC's heavy financial support of AMSs. According to the Department's 
calculations the CGC would have the NT spend $47.5 million in the Alice 
Springs urban and rural areas. This contrasts with the actual amount of $58.1 
million.'2,8 This is true of both hospital services and community health. 

"27 Commonwealth funding provides plenty of scope for states to withdraw mainstream 
services to Aboriginal people. This is because most states lack of expenditure details on 
Aboriginal health makes it impossible to confirm or deny this allegation. According to 
a Department of Finance estimate "...at least a quarter of Commonwealth Aboriginal 
specific expenditures appear to substitute for expenditures which otherwise would occur 
within mainstream services. This raises real concern about the potential for State and 
Territory mainstream services to withdraw funding where Commonwealth/ATSIC funded 
services are being provided." NAHS Evaluation Committee Report. p.  84 
' Based on Departmental estimates of NT Aboriginal Health Expenditure and 
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Whilst the Department admits that it might be true the NT does not finance 
health services in one or two communities because ATSIC does, it strongly 
disagrees that this should be interpreted as an example of the NT shirking its 
responsibility or winding back its funding simply because ATSIC has stepped 
in to take over. This narrow view ignores the wider involvement of the NT in 
the provision of support services which these communities cannot do without. 
This includes air medical support, PATS scheme129, secondary care; all of which 
are funded and administered by the NT Government. The NT believes it channels 
funds where the need is greatest--rural and remote communities--not where the 
loudest political noise comes from which seems to be ATSIC's rationale. 

To reinforce its position, the NT also points out that AMSs are funded at a level 
which exceeds NT funded Aboriginal controlled health services. Therefore it is 
the NT's view that AMSs are not eligible to access further scarce funds which 
are required in needier communities. The NT allocates funds according to health 
need and AMSs which are often located in urban areas; where access to mainstream 
services is a realistic option--are already well off financially. 

The Department is firmly of the belief that the claims are anecdotal (and may be 
true for other states) but in the NT they are based on a misunderstanding and 
deliberate misrepresentation of the real situation. In short another attempt to 
embarrass the NT government for political gain. 

The House of Representatives standing Committee on Aboriginal Affairs,131  
alleged that because of state and territory underfunding ATSIC had been forced 
to provide services in many areas that were properly the responsibility of state 
and territory governments. The Department admits that the Territory government 
has not matched the need on the ground with sufficient funds and constitutionally 
the NT government must accept responsibility for this if indeed Aboriginal 

Commonwealth Grants Commission Assessments it is possible to calculate what the 
CGC assesses should have been spent in the Alice Springs urban and rural areas and 
what the Territory actually spent. Statistics kindly supplied by Graham Symons, Assistant 
Secretary Policy and Planning, Department of Health and Community Services. 

' In 1993/94 65 per cent of patients using this scheme were Aboriginal. (Source NT 
Department of Health and Community Services management report) 
130 November 1993. 
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health is entirely a state responsibility. As far as the NT is concerned exactly 
where responsibility lies has yet to be decided. Putting aside arguments of 
responsibility, to be realistic the Territory simply does not have the resources to 
match need. It is only just being recognised that the NT is spending more than 
what the CGC estimates should be spent. The NT accepts that it should be 
doing more but the need on the ground outstrips its capacity to provide more. 
The CGC must recognise that there is a large gap between what it thinks are 
adequate funds and what the real need is. It is apparent from discussions in 
previous sections that the CGC's historically based methodology is unable to 
take into account unmet need. 

The problem with the comment made by the Standing Committee that ATSIC 
was forced to shore up underfunding by the states implies blame by shifting the 
responsibility for Aboriginal health onto the states and territories. But the question 
remains who is really responsible given that to provide sufficient funds to fill 
the gap between what states provide and what is actually needed is beyond the 
financial ability of the states and territories. Indeed only the Commonwealth has 
access to the kind of money that is required. Can the states be said to be 
responsible if they don't have the capacity to meet those responsibilities? Does 
the responsibility to meet the unmet need automatically fall to the only level of 
government capable of addressing that need--the Commonwealth? It is the NT's 
view that the Standing Committee didn't fully understand the current system of 
service delivery and the funding arrangements when it made the comment. 

ATSIC may believe that the NT (and the other states) are not doing enough to 
match need with sufficient funds and feel they have been lumbered with attempting 
to fill the huge gap in unmet need with vastly inadequate resources. In fact it is 
beyond the capacity of both the NT Government and ATSIC to meet the gap's 
needs and the sooner that this is realised then the accusations that the NT (and 
the other states and ATSIC) are failing in their responsibility will cease and a 
greater level of cooperation and coordination of effort will ensue. 



CHAPTER 5. POLICY DIRECTIONS 

Bilateral Agreements 

When politicians talk of blurred roles and responsibilities they are referring to 
the lack of certainty that prevails as to which level of government is responsible 
for what. In simplistic parlance states and territories are responsible for delivering 
primary and secondary health care to Aboriginal communities, the Commonwealth 
is responsible for providing the funds and ATSIC is responsible for topping up 
in areas where the states have been lacking. 

It is evident that this simplistic description belies the reality of funding and 
service delivery to Aboriginal people in the NT which to say the least is complex 
and confused. There appears no rhyme or reason why the system is constructed 
in such an intricate and convoluted way. If one were to start from scratch to 
design health service delivery to Aboriginal people in the NT it would not look 
like the present system which has evolved in a piecemeal and uncoordinated 
fashion rather than as a result of planning, cooperation and collaboration between 
governments and agreement on roles and responsibilities. 

One of the main problems for funding Aboriginal health is that whilst the 
Commonwealth provides funding for general health and Abonginality is taken 
into account when calculating funding allocations, the Commonwealth does not 
specify how much should be spent on Aboriginal health. (Chapter 2 and 4) This 
means that there is little scope for holding the Territory (or the states) accountable 
for funding Aboriginal health and leaves the question of how much money 
should be spent on Aboriginal health an unanswerable one. 

In addition to this, Commonwealth funded mainstream services intended for use 
by all Australians are inaccessible to most Aboriginal communities in the NT. 
To the Territory's annoyance it has to provide substitute services in an area of 
Commonwealth responsibility (Chapter 2) and make up the Commonwealth's 
funding shortfall. 
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Given the current Aboriginal health crisis, this blurring of responsibility inevitably 
generates arguments about who is primarily responsible--the states? (which are 
responsible for delivering services) or the Commonwealth? (which has the 
resources)--gives rise to a standoff resulting in no responsibility, destroying any 
real chance of achieving any significant advances in improving Aboriginal health. 
The solution of course is for both governments to negotiate an agreement on 
roles and responsibilities and allocate funding accordingly. 

It is evident that a collaborative approach to funding has been conspicuously 
lacking. One of the major problems is that governments cannot see where funds 
are going and this has given rise to suspicion and allegations of fraudulent 
misappropriation of funds intended for Aboriginal health by governments and 
AMSs alike. Whether or not these allegations are true, the solution to the issue 
is for all future funding arrangements to be simplified and above all made 
transparent. 

Bilateral agreements are seen as the mechanism by which this can be achieved. 
Everyone will be able to see what is going on and where money is actually 
being spent. The agreements are aimed at delineating roles and responsibilities 
of Commonwealth and state/territory government agencies and cooperative 
funding arrangements. And by specifying objectives, outcomes, monitoring and 
evaluation mechanisms in full consultation with relevant Aboriginal organisations 
duplication and overlap will be eliminated. 

Very little progress has been made with the agreements since they were initiated 
as a policy intention in 1990.131  It was intended to bring together all health 
funds from ATSIC, the NT Government and the CDHS&H to form a common 
pool of Aboriginal health resources which would be managed by the RCs in the 
same way as normal ATSIC funds. This was seen as the best way of improving 
the effectiveness of Aboriginal health expenditure, elimination of duplication 
and improve efficiency in the delivery of services. The states could not be 
induced to direct their funds through the ATSIC system however and agreement 
on the administration of funds has been a major sticking point. 

131 At the time of writing there had been two bilateral meetings at Ministerial level and 
three at Departmental level in 1995. 
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Although Commonwealth policy required bilateral agreements to be negotiated 
with states and territories as one of the conditions for releasing NAHS funds 
these failed to eventuate. The NAHS Evaluation Committee noted the lack of 
progress in its December 1994 report. In that report the Committee recommended 
that; 

..the allocation of any additional Commonwealth Aboriginal health funds 
to State and Territory governments be made contingent upon bilateral 
agreements developed with the Commonwealth132  

Shortly afterwards Mr. Tickner blamed the states for the failure of the NAHS.133  
With the NAHS Evaluation Committee's recommendation in mind he threatened 
to withhold funds from the states unless they cooperated. 

According to a senior NT DH&CS official's view the process of withholding 
funds from the states could be messy and would have unpredictable political 
outcomes.'34 1n the longer term the Commonwealth and Aboriginal people could 
be the losers. The states and territories might simply say to the Commonwealth, 
"be our guest" and wash their hands of any further involvement and responsibility 
for Aboriginal health. As for the Commonwealth clawing back funds from the 
states according to Mr. Tickner's proposal it is also the Department's view there 
may be a case of doing this for housing but not health."' 

From an impartial and objective viewpoint withholding or 'confiscating' state 
and territory funds might seem a reasonable and financially responsible thing to 
do on the grounds of social justice if the states and territories are not spending 

'32 NAHS Evaluation p.  5 

'ABC Radio News, December 1994, and 10 February 1995 

' Chief Minister Marshall Perron is alleged to have responded to Mr. Tickner's proposal; 
"For Tickner to say that the states are simply diverting the money and that we have no 
interest in Aboriginal matters, I just say back to him, 'That's bloody bullshit ...... I think 
they will waste vast sums in trying to do better than we've done it" (Schultz, D. and 
Milson, S. Trapped in the money-go-round' The Bulletin February 28 1995. p. 33) 

' Warren Snowdon MHR pointed out that the Territory's expenditure for Aboriginal 
housing in 1993/94 was identical to the amount of funds provided by the Commonwealth 
in that year. This means that (a) the Territory provided none of its own funds for 
Aboriginal housing and (b) a proportion of the funds would be swallowed up by 
administrative expenses. 



Aboriginal health funds allocated by the Commonwealth. The Commonwealth 
is perfectly at liberty constitutionally to take action of this sort and make the 
states accountable or to spend the money in any way it sees fit. There is no 
constitutional obligation for the Commonwealth to provide health funding to 
the states.'36  However whilst legally the Commonwealth is in a strong position, 
politically it is not. Rather than having the NT over a barrel, it is the other way 
around. The NT basically has nothing to lose. 

Mr. Tickner's proposal to withhold funds from the states has to be seen in the 
context of his audience. Rhetoric is one thing, actual strategy and implementation 
is another. His statements are based on several assumptions. He is talking to an 
Aboriginal audience which wants to hear some decisive and innovative ways of 
improving the situation by the Commonwealth government even if this means 
punishing the states. Mr. Tickner's rhetoric also serves as a warning to the states 
to get their act together. Whilst he probably does not want to do what he says 
(even if he thinks he can bring it off) it is meant to be understood as a penalty 
clause if the states don't improve their performance. Mr. Tickner's comments 
also assumes that the states have made no efforts in developing bilateral agreements 
and that it is also possible for the states to be able to identify and isolate funds 
that are spent on Aboriginal health. Whilst in the NT it is possible to calculate 
what is spent on Aboriginal health this is by no means an easy exercise for the 
other states. 

Mr. Tickner's warnings are likely to have very little impact on the other states 
since their Aboriginal populations and expenditure on Aboriginal health care 
makes up a small proportion of total population and health expenditure. The 
situation is different in the Territory where the size of the problem (in Territory 
terms) is significantly larger than in the other states. Over half of the NT's 
health budget is spent on slightly more than a quarter of the population. In 
Canberra there is an apparent lack of understanding of what happens with the 
money in the NT and eventually they come to believe their own rhetoric. They 
also view the Aboriginal population nationally for what it is--a minuscule 
proportion of the total (about 1.6%) but here in the NT it is large and the 
problem of Aboriginal ill-health and the costs associated with it are inescapable. 

See exact wording of Section 96 of the Constitution. 
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Needs based funding and equity 

ATSIC expenditure for AMSs in the Territory during 1990/91 was over $3 
million. By 1993/94 this had risen to $9 million.'37  Whilst the additional services 
that were underwritten by these funds were welcomed by the NT government, 
the NT complained that it had no input into the setting of health priorities for 
the allocation of these funds. One result is that there is some duplication of 
services and the direction of funds into geographical areas where the health 
need of Aboriginals in the NT is least, i.e. urban areas. (Chapter 3) The NT also 
claims that funding of AMSs tends to be at levels well above the costs of 
comparable services funded by the Territory government. (Chapter 4) 

The NT is critical of the submission based model that ATSIC uses to fund 
AMSs.138  Its wholly inappropriateness as a method of allocating funds results in 
some startling funding anomalies. For instance the best funded services located 
in urban areas continue to receive most funds on a per capital basis. As discussed 
in Chapter 4 this is despite the fact that mortality and morbidity rates are worse 
in rural and remote areas which receive least funds. 

What happens is that in the absence of any rational assessment of funding need 
most funds go to the better organised and politically most effective communities. 
That is the communities with the most effective political voices get the dollars. 
(Discussed in Chapter 3) Weaker less organised communities receive significantly 
fewer funds. It has been clearly and unambiguously demonstrated that Alice 
Springs where mortality and morbidity rates for Aboriginal people is 20 or 30 
per cent below the Aboriginal average receives vastly more per capita than rural 

' ATSIC also funds environmental health (about $18 million in 1993/94) and other 
programs 

There are several basic flaws in the submission model. It perpetuates historical 
decision making. Overfunded services continue to receive generous funding. Resources 
are allocated according to the quality of submissions. Poorly argued less well prepared 
submissions will do less well in the funding allocation stakes. The use of submissions 
by government departments is a mark of a passive approach to funding. Nowadays 
government departments see themselves more as stake holders and take a bigger and 
more aggressive role in negotiating agreed funding allocations. The passive approach 
by government may result in a well argued submission succeeding even though it 
contains few indicators of need and poorly argued more needy cases receiving less 
favourable treatment. There may also be a bias in favour of some submissions within 
the bureaucratic system that discriminates against other less popular projects. 



and remote communities where mortality and morbidity rates are up to and 
greater than 50% above the Aboriginal average.'39  Darwin Urban Region also 
receives a large share of funds on a per capita basis. This finding looks worse 
when one considers that Alice Springs and Darwin are additionally very well 
serviced by mainstream services such as hospitals and GPs."°  The fact that 
many Aborigines do use mainstream services would make these figures look 
even worse if the true per capita dollar figure were known. 

The submission model also encourages lobbying and politicking by fundees to 
obtain best results. Evidence suggests ATSIC funding is made according to 
pressure politics rather than an assessment of health need. (Chapter 3) Individual 
bidders are either reluctant or unable to provide needs based information when 
submitting their applications to ATSIC. The ATSIC bureaucracy is also unable 
to provide the necessary information and advice because it lacks the knowledge 
and expertise to carry out needs based assessments. In the absence of information 
the only option left open is for communities to resort to politics to get what they 
want. 

In contrast NT Department of Health claims it is well placed to assess Aboriginal 
health needs and funds its centres accordingly. Departmental service agreements 
require government and service provider to sit down and negotiate a package 
against an agreed set of outcomes. In this way politics is kept out of any 
funding arrangements. The NT would argue that AT SIC's method of funding 
which favours urban communities discriminates against rural and remote 
communities which receive funding from the NT Government only. ATSIC also 
inherited a tradition of funding (from the DAA) in which communities that 
were already well funded before they took over continued to receive most 
funds. 

ATSIC's claim to be a supplementary funder fails the test because there is no 
attempt to assess needs before funds are allocated. It is the NT's preferred 
positionto coordinate NT and the Commonwealth's ATSIC funding and channel 

1 According to a NT Department of Health and Community Services source. 
1401n these two urban areas the two largest AMSs Central Australian Aboriginal Congress 
(CAAC) and Danila Dilba are located. 
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the total through the Territory Government's health system. In this way funding 
allocations will be needs based, and the waste and duplication that results from 
uncoordinated effort eliminated."' Unless a single funding allocation model is 
used it is hard to see how waste and duplication can be eliminated. This would 
also ensure that all NT communities received a fair share of resources and the 
subsidising of urban communities by rural and remote communities that takes 
place by the Commonwealth's transfer of NT funds to ATSIC would be eliminated. 
In summary if funds are to be redirected to areas with greatest need it is 
necessary for ATSIC to re-think its funding allocation model. 

Aboriginal Medical Services are vehemently opposed to ATSIC funding being 
channelled through the state and territory government health systems on a needs 
basis. This would put AMSs in a condition of financial dependency on the 
Territory government and force them to submit needs based proposals for ongoing 
funding which they oppose. It is a commonly held view this would reduce their 
generous share of the cake in favour of other less well off communities. AMSs 
do not want to be dependent on state governments for funding preferring instead 
to deal with the Commonwealth which they believe has a higher level of 
commitment to Aboriginal advancement. Having to negotiate with the states 
would undermine AMSs chances of greater autonomy and Aboriginal self 
governance whereas direct funding from the Commonwealth would facilitate 
this aim. Hence their strident opposition to common needs based funding 
mechanisms such as might be included in the planned bilateral agreements and 
any aspect of them that state and territory governments are keen to see 
implemented. 

The Department does not currently have an absolute measure of health need 
which it uses to fund rural/remote Aboriginal health care. The Department is 
currently funding two research based projects to look at measuring need.'42  

141 See Media Release put out by the NT Minister for Health and Community Services, 
dated 21 October 1994 which called on Deputy Prime Minister Brian Howe to channel 
any extra Commonwealth funds through the NT government health system "...to overcome 
waste and uncoordinated effort." 

' This will be the first time that such studies have been conducted in Australia. The 
Community X study is assessing need on the basis of morbidity levels in one community 
and following this through to access to services. In another study an economist has been 
employed to identify precisely where the money is going. This task is not as easy at it 



These studies are concerned with measuring medical need, not in terms of what 
Aboriginal people think they need but what western medical science thinks they 
ought to get.'43  The community being studied (which has about five hundred 
residents) usually sees a doctor on 3 days every month. People are waiting for 
him to arrive and he works round the clock when he gets there. A rural non-
Aboriginal community in say NSW of similar size would not ordinarily have a 
GP unless attached to a hospital close by.' The medical need would not justify 
it. Townships of about 1000 inhabitants generally have their own GP. If need in 
Community X is assessed at 4 times the national average, this means that whilst 
it is a 'community' of about 500 residents it has the medical needs of a town of 
2000 which would definitely have its own GP if it were a white town located in 
rural NSW. It is probable that many Aboriginal communities (with 500 people 
or more) could on the basis of medical need justify a resident GP. In fact no 
Aboriginal community of this size in the NT has its own GP. 

These studies point to another aspect of assessing and funding need that deserves 
contemplation. There has been a tendency to link resource allocation with the 
terminology used to describe Aboriginal settlements. Government's and 
government departments are locked into the mental images created when referring 
to Aboriginal 'settlements' as communities.145  This conceptualisation tends to 
shape government policies and funding allocations are scaled down accordingly. 
It is somewhat paradoxical that although the health status of people living in say 
Jabiru (a white town) is much better than in Maningrida, (a black community) 
the formers health related infrastructure and health services generally are more 
generously funded than the latter's, although they both have similar population 
sizes and equidistant from major urban centres. Administrative procedures in 

might seem and will involve a massive information gathering exercise if the precise 
amount of funds that are being spent at the community level is to be identified and then 
related back to morbidity levels. 

Jo Wright (District Medical Officer, NT Department of Health and Community 
Services) pers. comm.. 

"The national ratio of GPs to population is about 600:1. 
145 The word community is used here to mean a group of people living in one place. 
Most Aboriginal communities were artificially created by governments for ease of 
administration. Governments herded different tribes to live in one place and called it a 
community. They are by no means 'naturally' created social structures. Many communities 
are riven with inter-tribal conflict and fragmentation as the outstation movement gathers 
pace. 



Aboriginal communities are also designed (by government) to suit communalistic 
organisation which is just as much an inappropriate model of social organisation 
for Aboriginal communities as it is for non-Aboriginal society.' 46  

Perhaps in defence of its 'underspending' on health in Aboriginal communities 
the Department points out that one of the problems for assessing needs in 
Aboriginal communities is the mistaken assumption that Aboriginal people place 
the same value on health as non-Aboriginal people. Therefore need has to be 
assessed in terms of Aboriginal cultural values. An Aboriginal person with end 
stage renal diseases may choose to live the rest of his life with his family rather 
than undergoing dialysis. The point here is that Aboriginal people do not make 
the same health choices as non-Aboriginal people do when confronted with 
ill-health.147  It is intended that Aboriginal values of this sort will be factored 
into the analysis of needs. Instead Aborigines would rather have money spent 
on preventive measures. One of the main aims of the Department's research will 
be to construct a needs based funding model that will be in tune with Aboriginal 
cultural values, rather than imposing on them a western notion of need.' 

Except for the Community X study there have been few studies that attempted 
to measure Aboriginal health needs in the Territory and translating this into 
dollar amounts. In 1994, McDermott derived a factor of 7.3, i.e. rural and 
remote areas require 7.3 times more health care funding per capita than the 
Australian average. ($4424 compared to $606) The problem with this estimation 
of need is that it used the national average as a baseline which itself may be too 
high because the Australian health system encourages over-servicing. The AMA 
has admitted privately that the current system provides an incentive to GPs to 
overservice. This results in excessive PHC spending and an inflated national 
average. Therefore to use the national average to calculate need as if it were 
itself based on need is fallacious. 

"s  See J. Hirst 'Five fallacies of Aboriginal health policy' 1994 
147 In accepting this assumption one runs the risk of being accused of using this as an 
excuse for spending less on Aboriginal health and therefore justifying the status quo. 

Although there may be a cultural dimension to need, Aboriginal people's idea of 
need and low level of expectations may also be influenced by the poor quality of 
services they normally receive at the level of the community. 
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Currently there seems no way of knowing how much of the Commonwealth's 
general revenue assistance the Northern Territory Government receives is for 
spending on Aboriginal programs and services. Any needs based assessments 
by the Commonwealth would necessitate the identification of a precise amount 
for Aboriginal people which would go against previous practice. Even if the 
Commonwealth were to increase funding allocations to states and the Territory 
on the basis of equity and need there is no obligation on states and territories 
(and therefore no guarantees) this would be passed on to Aboriginal people. In 
the Territory funding allocative decisions rests largely within the province of 
politics. And the judgements that NT politicians make about equity and access 
with respect to funding allocations are likely to be made in the context of their 
electoral impact. Neglecting Aboriginal health in the past has not proved to be 
the kind of issue that greatly concerns the NT public at election time. Although 
in practice the NT spends more on Aboriginal ill health than the Aboriginal 
population alone justifies, the issue of poor Aboriginal health outcomes despite 
the 'excess' per capita expenditure does not rank as high on the government's 
policy agenda as many other issues concerning economic development. 

More funds required. Who should provide them? 

In spite of the arguments about responsibility and the uncertainty about actual 
health need or how to translate this into services on the ground, everyone seems 
to agree that extra funds are needed. Disagreement hinges on who should provide 
them. Working on the assumption that Aboriginal PHC is a Territory 
responsibility, it is likely that the results of any needs based assessment will call 
for more health funds in rural and remote communities. As discussed in Chapter 
4 this would result in a massive re-alignment of funds with the majority going 
to Aboriginal people with the remainder going to the rest of the Territory 
population. Therefore significant increases in funds for Aboriginal health services 
(and other health related infrastructure) would necessitate significant reductions 
in spending in other program areas.149  

'* C. J. Crough, 1993 Visible and invisible Aboriginal people in the economy of 
Northern Australia, p.  8 



It is the Department's view that despite the cynicism the NT is concerned about 
the poor state of Aboriginal health and development generally but It does not 
believe that it should (or indeed can) shift funds of the magnitude necessary 
from what is seen as ostensibly white urban based health to black rural/remote 
based health to accomplish this.'5°  This is not only impractical but also politically 
unacceptable. 

Although the Department already spends 53% of its annual budget on Aboriginal 
health most of this goes to hospital services not PHC. (Discussed in Chapter 2) 
Shifting funds from acute care will serve only to downgrade hospital services 
which will harm Aborigines as much if not more than anyone else.'5' The 
problem is that hospital care does not improve health status. This also assumes 
that PHC services are a major determinant of health status which may not be 
correct. 

One issue that constantly rises to the surface in any debate on additional PHC 
funding is the capacity of Aboriginal people to benefit. Will the resources hit 
the target? The issue of defining and measuring equity with respect to the 
allocation of resources and the delivery of health services to improve health 
status comes down to a question of morbidity versus total disadvantage. Targeting 
morbidity will do nothing about addressing the level of disadvantage which 
underpins excess morbidity. 

Much of Aboriginal ill-health therefore is really due to poor living conditions, 
lack of employment, education etc. Only health infrastructure resources such as 
housing, water and waste disposal and education etc are effective in significantly 
improving health status. Correcting these deficiencies is beyond the control of 

' It has been suggested by a senior Departmental official that $15 million per annum 
would make a significant impact on Aboriginal health. This represents an increase in 
rural/remote funding of 30-40%. Whilst there has been a slight overall increase in the 
Departments budget in recent years the Department does not have the ability to allocate 
additional funds of this magnitude into rural and remote health. Historical funding has 
essentially locked the Department into its current spending pattern. 
151 It can be argued that urban level services in the NT are already sub-standard compared 
to other areas of similar size 'down south' 



the NT Health Department. It has been estimated that over $1.5 billion alone is 
necessary to satisfactorily house NT Aboriginal people. The Territory Housing 
Department cannot possibly find these kinds of funds. This effectively rules out 
the NT Government from adequately raising the standard of living and hence 
health status of Aboriginal people from its own resources. 

It has been argued that the NT has the potential to do more. Crough'52  points out 
that while the NT spends more on Aborigines than the other states this is only 
17 % of total expenditure on 26 % of the population. The question is would an 
additional 9% of the Territory's annual budget be sufficient to make a dent in 
the problem? Warren Snowdon points to the $1 lOm new Parliament House. But 
to be realistic even $110 million would not go far and most of this money has 
been borrowed. 

If the Commonwealth Government is serious about social justice for Aboriginal 
people then it needs to consider whether the present pattern of inter-governmental 
financial arrangements results in a 'fair return of resources' to all Australians 
living in the NT.'53  Certainly many Aboriginal people do not believe this is the 
case. Former Commonwealth Health Minister Graham Richardson tends to agree. 
In a letter dated October of 1994 he wrote: 

"The Perron Government and several other State governments must do 
more but this problem is so great that no State will have the necessary 
resources to deal with it. The national government must provide the 
leadership, the administration and the cash, to make it all happen."TM  

Direct Commonwealth Funding to Aboriginal Communities 

During his visit to the NT in January 1994, Senator Richardson suggested that 
one of the ways to address the problem of Aboriginal health would be to 

152 Visible and Invisible Aboriginal people in the Economy of Northern Australia pp. 9899 

"The States have objected to the NT getting a bigger slice of the cake, because they 
fear it will be at their expense. The larger most populous states (Victoria and NSW 
particularly) are adamant on the issue of further subsidising the smaller states whatever the cause. 

' Communicated to the author in a personal letter from Graham Richardson now 
Special Commentator for TCN Channel Nine Pty. Ltd. 



AM 

directly fund Aboriginal communities from his Department, thereby 
circumventing ATSIC. It is believed that Senator Richardson was pushed into 
making this statement by NACCHO and the more powerful and vocal AMSs in 
particular CAAC in Alice Springs and Danila Dilba in Darwin. 

These AMSs had been lobbying extensively for direct funding for the previous 
two years. They had repeatedly complained about problems in securing funds 
through ATSIC because of bureaucratic delays. (Chapter 3.) 1994 saw the entry 
of the Australian Medical Association, (AMA) Australian Nursing Federation 
(ANF) and AMS medical staff plus a chorus of other groups and individuals in 
support of the transfer of Aboriginal funding responsibility from ATSIC to the 
Commonwealth's DHS&H. 

At the national level an Aboriginal delegation consisting of Cape York and 
Central Australian Land Councils representatives met with the Federal Minister 
for Health Carmen Lawrence, Minister for Aboriginal Affairs, Robert Tickner 
and others to discuss the proposal that ATSIC should be relieved of its 
responsibility for administering Aboriginal health and that its health funding 
should be transferred to the Commonwealth Department. It was claimed that 
Aboriginal health programs are in chaos under ATSIC control.155  

Whilst Carmen Lawrence was in favour of the transfer Robert Tickner was not 
convinced that the move would make much difference. As far as he was concerned 
it didn't matter who wrote the check, it's what happens to the money that counts. 
Charles Perkins, Acting Commissioner for ATSIC is reported to have said the 
same criticisms could be levelled at the decades of pre-ATSIC Commonwealth 
neglect which created the conditions which gave rise to the establishment of 
ATSIC.1  He agreed that the NAHS had failed to deliver better health for 
Aboriginal people but the issue was not one of maladministration and lack of 
expertise but one of too few funds and lack of commitment from government. 
The $800 million promised by Senator Richardson the previous year had not 
materialised. 

5̀5 ABC Radio National on Monday 6 February 1995 
'-'6 ABC Radio News Tuesday and Wednesday the 7 and 8 February 1995 
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ATSIC remained opposed to this transfer of responsibility from the outset. In 
response to earlier criticism Lois O'Donohue accused AMSs of nepotism and 
hidden political agendas and lack of accountability that plagued independent 
self managed community services and that these problems form a very big part 
of the problem why Aboriginal people do not get the health services they 
need.'57  Chairperson O'Donohue was referring to Aboriginal politics and lobbying 
as a disruptive influence on ATSIC funding allocations. 

AMSs intensely disliked being accountable to ATSIC's elected representatives 
the RCs which in their view lacked health expertise and therefore were not in a 
position to make decisions about health issues and approve funding applications 
for health services. AMSs believed only they had the specialised knowledge 
and expertise to make decisions affecting the health of Aborigines and therefore 
they should not have to go through the ATSIC structure to obtain health funds. 

One of the major problems for ATSIC is that its bureaucracy failed to recognise 
its shortcomings and did not feel the need to work with someone who did have 
the necessary level of knowledge and experience. (Discussed in Chapter 3) This 
would have been the smart thing to do. It also strongly clung on to the belief 
that it was the states and territories job to deliver services to Aboriginal people 
and its function was merely to provide 'top up' funds. The minimalist attitude of 
ATSIC's bureaucracy towards what it believed was its responsibility and overall 
lack of understanding of the real situation in the NT was not a sound basis for 
administering health funds. 

Pushing for Commonwealth direct involvement is however a political gamble 
and some AMSs do appreciate the risk involved. The Commonwealth's past 
record is not good.' AMSs have no guarantee that the Commonwealth will do 
any better than ATSIC or the states. 159  However after the transfer the 

Northern Territory News 16 March 1994 

See Tatz's critical account of pre self government Commonwealth management of 
NT health services to Aboriginal people. 

On this issue Charles Perkins commented that the Commonwealth Department lacked 
the expertise and necessary infrastructure to administer Aboriginal health and is therefore 
in no better position than ATSIC (ABC News, 7 February 1995.). 
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Commonwealth government will be under a considerable amount of pressure to 
get it right. We are now living in different times and attitudes have changed. 
International human rights obligations and the Sydney 2000 Olympics are seen 
as catalysts for change. The Commonwealth has promised to provide more 
money although nothing like the $2 billion is realistically expected. It is also 
expected that the Commonwealth will make the states and territories more 
accountable by way of bilateral agreements. 

The calls for direct funding to Aboriginal communities makes sound economic 
sense. In 1994/95 the Commonwealth provided the Territory government $19 
million for Aboriginal housing. Housing has significant influence on health 
outcomes. It is alleged the Territory announced a similar sum in its budget 
paper for 1994/95 which means that none of the Territory's own resources are 
being used in this year for Aboriginal housing. ° There are two points to be 
made here which have relevance to direct funding for health services. Firstly the 
Territory is admitting no financial responsibility for Aboriginal housing during 
the financial year 1994/95, allowing the Commonwealth instead to provide all 
the resources. Secondly and more importantly a significant proportion of these 
funds will be absorbed by the Territory's administrative processes resulting in 
fewer than $19 million reaching Aboriginal communities. The question is why 
channel resources through state and territory departments to Aboriginal 
communities if a significant proportion of those resources are going to be siphoned 
off in administrative expenses? Whilst it might be argued that the Territory 
government's infrastructure is best placed to administer these funds, control of 
these funds is out of Aboriginal hands and they will have no say as to how they 
will be spent. 

There is however no demonstrated evidence which says Aboriginal PHC will be 
improved simply because the administrative responsibility is transferred to the 
Commonwealth.'6' It will simply be one set of white bureaucrats replacing 
another. Although AMSs hated the bureaucratic control exerted by ATSIC there 
is no guarantee that the Commonwealth will be any less bureaucratic. Furthermore 

'Warren Snowdon, MHR Pers. comm.. 
161 Note Charles Perkins comments on ABC Radio News 7 February 1995 on this issue. 
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the Commonwealth will want to allocate funds according to some assessment of 
needs on the ground. It is not all that certain where the Commonwealth will 
obtain this information. This may entail the Commonwealth Department seeking 
advise from the same RCs the AMSs are seeking to avoid, or using some other 
similarly unpopular source of advice upon which to base their funding decisions. 
Whichever source the Commonwealth gets its information, it may not please 
the AMSs any more than current arrangements. 

A senior ATSIC source suggests that the push to have health transferred from 
ATSIC is for political motives rather than health concerns and comes from a 
handful of disenchanted AMSs. He believes there is by no means an overwhelming 
desire by all AMSs for the transfer and is firmly of the opinion that more than 
half of NACCHO members will oppose the move at the next meeting. It is his 
view that NACCHO has come to realise that after the transfer they may be cut 
out of any of the Commonwealth's DHS&H centralised decision making processes. 

Another approach which might have better long term prospects is to remedy the 
problems within ATSIC rather than deprive ATSIC of the responsibility, and 
damage its standing and reputation in the Aboriginal and wider community. 
Whilst initially the Commonwealth DHS&H might live up to its promises and 
provide more funds by virtue of having more political clout at Budget time this 
may not always be the case as governments and priorities change. Therefore 
there is no longer term guarantee that there will be a better financial deal and 
service delivery outcome under Commonwealth administration. The 
Commonwealth DHS&H does not have the political motivation that an elected 
body such as ATSIC has for Aboriginal development, despite its imperfections. 
What has been ignored in the debate is that the expectations of ATSIC by the 
Aboriginal and wider communities has been outstripped by its meagre funding 
allocation. 

It was also not clear from the debate whether the calls for direct funding Aboriginal 
communities included communities funded and administered by the NT 
Government. The Commonwealth has no direct experience in dealing with 
communities in outback NT. To whom would it direct its funding if and when it 
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takes over in the case of smaller rural and remote communities which presently 
have no independent services? How would the Commonwealth Department 
distribute funds in the absence of a developed infrastructure to channel and 
monitor resource allocation? Senator Richardson did not address these issues. In 
contrast to the Commonwealth DHS&H's lack of recent expertise the NT's 
DH&CS would assert that it has a wealth of knowledge and experience in this 
filed as well as a functioning administrative structure and funding mechanisms 
that work reasonably well. 

Furthermore there is no one single Aboriginal organisation representing all 
Aborigines in the Territory that could receive and administer funding for 
Aboriginal health. Any push for self government (and self sufficiency for health) 
by Aborigines necessitating the funding of a single Aboriginal administration is 
not a practical proposition in the NT. The Aboriginal population in the Territory 
is fragmented in its geographical distribution and is by no means a homogeneous 
and politically united group. 

Not all Aboriginal communities nor all tribes within multi-tribal communities 
are united on most issues. Consequently there is no united Aboriginal viewpoint 
on health services. In common with their Central Australian counterpart the 
Darwin based 'health community group' does not represent rural and remote 
Aboriginal communities but the interests of established urban based AMSs. 
Senator Richardson had been speaking to these urban Aboriginal community 
groups during his visit to the NT. He therefore obtained one version of Aboriginal 
community aspirations. Most of the rural Aboriginal communities are not members 
of either the state level body AMSANT or the national body (NACCHO) that 
represents the interests of urban based AMSs and therefore potentially view the 
situation differently.'62  The NT will be very interested in any push by the 
Commonwealth to take over funding of rural and remote communities health 
services that currently are administered by the Territory government. 

If the extent of direct funding simply means the Commonwealth rather than 
ATSIC administering funds that currently go to existing AMSs then the NT 
government does not have a strong view either way. In the context of the total 

' The views of rural/remote communities have not been canvassed in this study. 
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funds spent on Aboriginal health in the Territory the amount allocated by ATSIC 
(which are really Commonwealth funds) is small. Whether this amount is 
administered by ATSIC or the Commonwealth Department won't make much 
difference to health outcomes regardless of how efficiently they are administered. 
As far as the Territory government is concerned what is more important is for 
greater cooperation between the NT and Commonwealth Governments. Whether 
this is via ATSIC or CDHS&H does not really matter. The emphasis needs to 
be placed on closer cooperation not which agency writes the cheque. 

In the final wash it is likely that the Commonwealth will approach the problem 
in a way which may not please Aboriginal organisations which want to maximise 
decision making in line with their self determinationist aims. The Commonwealth 
(like all central governments) has a centrist bias163  and development of national 
approaches to health problems. In contrast self determination demands local 
decision making and control at community level. It will be very interesting to 
see what happens after the transfer of health from ATSIC to the Commonwealth's 
DHS&H. 

' Labor governments in particular tend to concentrate powers, whereas the decentralist 
Liberal-National parties traditionally propose transferring policy functions from the 
Commonwealth back to the states. (Gerritson, 1990, p. 228) It is debateable whether a 
change of government would result in the Commonwealth handing over more power to Aboriginal organisations. 



CHAPTER 6. CONCLUSION 

Where should the buck stop? Prognosis for the future. 

At various times all governments and ATSIC have been blamed for the Aboriginal 
health crisis. Blaming centres around perceptions as to who is responsible. If 
ATSIC is perceived as being responsible then it gets the blame. Likewise the 
Territory and Commonwealth governments get the blame when things go wrong 
and they are held responsible.1  Aboriginal health has indeed been characterised 
by buck passing and evading of responsibility and the question remains where 
does the buck stop? 

It is a popular misconception that ATSIC receives huge sums of money from 
the Commonwealth to fix Aboriginal health and that it has the responsible for 
Aboriginal health. In fact ATSIC's contribution to health service delivery to 
Aboriginal people is small compared to the Territory and Commonwealth 
governments which are constitutionally responsible for Aboriginal health. Yet 
in recent months ATSIC became a convenient whipping boy for politicians and 
its own clients and bore the brunt of blame for the failure of the NAHS. 

At the national level Australia's health expenditure is $33 billion per annum. In 
comparison ATSIC distributed just $54.7 million for PHC in 1993-94 for the 
entire country: $13 million was from the NAHS allocation and $41.7 million 
came out of the general ATSIC budget. Any spending on environmental health 
measures--such as water, housing, sewerage and other infrastructure--is additional. 
The NAHS allocated $171 million over five years for environmental health 
which is also the responsibility of the states. At the level of the Territory ATSIC 
spent just $8m on Aboriginal PHC compared to over half the NT government's 
annual health budget of $260m. In summary ATSIC actually controls only a 
small portion of funds spent on Aboriginal health in the NT. 

Despite these facts, ATSIC's elected Regional Councillors and Commissioners 
attract criticism for all perceived shortcomings. The question is; as elected 
representatives_shouldn't_they expect the sort of criticism that all politicians 

IM  The  corollary of this sees governments competing for the credit when things go right. 
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receive? They were elected to do a job and if they fail they will be criticised. 
RCs however claim that they are being lumbered with responsibilities but don't 
have the power to effect change. According to Sutti Ah Mat, Chairman of the 
Yilli Rreung (Darwin) RC, "the regional councils are being blamed for the 
weather"165  

It has been pointed out that the tendency to leave all decision making--funding 
and priority setting--to RCs is a case of Government abdicating its responsibilities. 
A Nursing Federation spokesperson blamed the government for funding 
communities which lack managerial expertise without providing them with the 
support they need to manage the funds properly. She said that it was not good 
enough for ATSIC or any other government body to give out funds and say "get 
on with it" without ensuring that the recipients have the necessary expertise to 
manage those funds. And when they make a mistake turn round and lay blame 
for the mismanagement.'66 The ANF intended to apply pressure on the federal 
government to step in and alleviate the situation and ensure adequate funds are 
supplied to AMSs. 

Regional Councils are grossly underfunded to cater for the demands that are 
made of them. They bear the brunt of all blame which really should be directed 
at the Commonwealth. RCs have to make some very important decisions in 
trying to target areas of greatest need but because there are too few dollars to go 
around they are severely criticised by disappointed bidders. Criticisms levelled 
at RCs do not reach the ears of those at the top who are best placed to do 
something about the concerns at the bottom. This strategy directs the spotlight 
of concern and anger away from the Commonwealth. If funding responsibility 
is transferred from ATSIC then the Commonwealth will become the target of 
blame when things go wrong.167  

' Trapped in the money-go-round' Dennis Schulz and Scott Milson, The Bulletin, 
February 28 1995 p. 33. 

' ABC Radio News 9 February 1995. 
'Commonwealth Department already getting flack from AMSs over the slow pace of funding approvals--ABC News, report of AMA President Dr. Weedon 17 August 1995 
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The NT government generally gets blamed for grossly underfunding communities 
in rural and remote areas. Who is really to blame for this is not easy to identify. 
A case could be made that apportioned blame at the feet of (a) the Department 
for not allocating enough resources from its significant budget, (b) NT Politicians 
for lacking the political will (and therefore commitment) to do more for Aboriginal 
health by directing its departments to alter course in favour of Aboriginal 
development, (c) The NT voting public for not making an issue out of Aboriginal 
health and pressuring the Territory government for a better deal for Aborigines, 
(d) the Commonwealth government for abdicating its fundamental responsibility 
for Aboriginal people as citizens and its special 1967 responsibility, and finally 
a case could be made that laid the blame with the people of Australia for not 
being adequately concerned and for not making a political issue out of Aboriginal 
health and Aboriginal disadvantage. In the absence of any obvious demands by 
the public generally to improve Aboriginal health the question that should be 
asked is should government's take the lead? 

Whilst the Territory government states its commitment to improving Aboriginal 
health' the NT does not admit to exclusive ownership of the problem. Nor 
does the Territory government accept that its policies have so far failed, or that 
a radical change in approach is necessary.169  The overall tone of the NT's 
submission to the NAHS Evaluation Committee implies that Aboriginal ill-health 
is really a national problem, requiring a national solution and as far as the 
Territory is concerned it had already been doing the right things prior to the 
establishment of ATSIC and the NAHS and significant progress hadn't been 
made simply because the problem was much bigger than in any of the other 
states and this outstripped the Territory's financial capacity to deal with the 
problem adequately. 

Generally speaking government bureaucrats see themselves as doing very well 
despite the many difficulties and continue to turn out statistics and reports to 
demonstrate improvements. The more usual strategy however is to provide no 

See NT's submission to NAHS Evaluation Committee, p. 11 
'The NT Aboriginal Health Strategy currently being developed does signify a change 
in approach. The significance of the strategy will be discussed in a forthcoming study. 



statistics or any information that might allow close scrutiny and criticism. For 
example, the 1993/94 NT DH&CS Annual Report failed to mention that Aboriginal 
health was a problem at all. Only four short paragraphs under the heading 
Aboriginal health'7°  plus a few sentences scattered throughout the 236 page 
document were devoted to Aboriginal health programs'71  and none of these 
provided any hint that a serious problem existed. 

The Secretary's foreword pointed to a list of highlights including Occupational 
Health and Safety and Equal Opportunity, which reflected positively on the 
Department's achievements for that year. In a self congratulatory tone the closing 
paragraph in the foreword said: 

I hope that these highlights reflect the positive way in which this Department 
is pursuing its enduring commitment to providing safe, high quality health 
care to all people of the Northern Territory, irrespective of cultural or 
social status, or whether they live in the major centres or in the remotest 
corner. 172  

 

In the entire report no mention was made of the fact that over a quarter of the 
Territory's population had the worst health status in the country and health 
services in Aboriginal communities that cannot by any stretch of the imagination 
be called 'high quality'. Calls for change therefore were never likely to come 
from within a government department which in its official report failed to 
acknowledge that a problem existed at all. 

In contrast to the bureaucratic calm and self justification, tough criticism and 
clamour for radical change came from outside the Territory government's 
bureaucratic structure; from Aborigines,' from academics,174  respected medical 

'° 1993/94 Annual Report NT Department of Health and Community Services pp. 
65-66 
17!  These dealt with various programs for Aboriginal people such as Strong Women 
Strong Babies, Aboriginal Health Worker Training, Mental Health etc. 

1993/94 Annual Report, NT Department of Health and Community Services, p.3 
Aboriginal and Torres Strait Islander Social Justice Commissioner Mick Dodson 

identified the health of indigenous Australians primarily as an issue of social justice and 
human rights. (ABC Radio News 29 March 1995) See also comments by Micheal 
Dodson in 'Aboriginal health and social justice' Aboriginl and Islander health Worker 
Journal Vol 18 No.3 May/June 1994, p.  19. 
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researchers,175  a representative parliamentary institution,176  some federal 
politicians, the professional medical'78  and nursing associations,'79  newspaper 
editors, and advancement organisations thereby reproducing a similar pattern of 
public outcry that occurred in previous decades.'80  

The question of whether governments have the political will to bring about 
radical change is a significant one. Politicians cannot be blamed for lacking 
political will if the voting public doesn't pressure them to do something. It was 
Coombs who said that a government is only prepared to do as much as the 
public expects it to do.18' 

In the context of NT government policy reflecting public demand it is interesting 
to consider whether the Aboriginal population constitutes part of the Territory 
public. If it does not then the composition of government will not reflect the 
NT's Aboriginal-non Aboriginal mixture and Aboriginal interests will be neglected 
in policy outcomes. According to microcosmic representational theory elected 
representatives should mirror the composition of the population from which 
they are elected; "an exact portrait or miniature of the people at large, as to 
think, feel, reason and act like them."82  While this can only realistically be 
achieved by a proportional system of representation, a system calling itself 
democratic ought to produce a result approaching this ideal type. 

Coombs 
175 Professor John Mathews, Menzies School of Health Research 
176 House  of Representatives Advisory Committee on Human Rights 

Following Commonwealth Minister of Human Services and Health Senator Richardson's visit to the NT 
178 Following AMA President Brendon Nelson's visit to the NT in 1993. See 'AMA to take action' Northern Territory News 19 July 1993, p.  4. 'High kidney disease in NT' Northern Territory News 19 July 1993, p.  4. 'Black health a disgrace--AMA' David Humphries Weekend Australian, 26-27 February 1994, p.  3. 
"Australian Nursing Federation, refer The Australian 9 February 1995 Item by Amanda 
Meade, Media Release 8 February 1995 and ABC Radio News 6 February 1995. 
' See Tatz, 1972, p.  6 
181 Ibid., pp.  9-10 

'C. Tatz, 'Aborigines: political options and strategies' 1974p. 6 
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The political system in the Territory is overwhelmingly dominated by non-
Aboriginal people. This effectively ensures they control the social and economic 
development of Territory life. Whatever advances Aborigines make in health 
and other aspects of development, is what the dominant white population is 
prepared to give. In the NT therefore, political will means the will of the 
non-Aboriginal majority. In this climate there will be very little support for 
radical change; Aboriginal health and Third World living conditions are unlikely 
to become political issues which is an essential precondition if Aboriginal health 
is going to improve.1  The NT cannot or is not willing to concede that improving 
Aboriginal living conditions and health status commensurate with the rest of the 
community is an issue of social justice not welfare. Because the NT's primary 
concern is with economic development, any concern for improving what it 
considers to be welfare services to its Aboriginal population is accorded a very 
low priority. 

But the real issue is, if the NT does not have the funds then all the commitment 
in the world will not help. In one sense the NT is floundering and crying poor 
and it doesn't have to lie which indeed is a saviour. Although the NT is 
constitutionally responsible for delivering health services to Aboriginal 
communities commensurate with what Territory residents everywhere expect, if 
it cannot deliver these services because it lacks the financial capacity then it 
cannot really be held accountable. This is especially pertinent given that most 
Aboriginal illnesses that fill the wards in Territory hospitals today had their 
genesis well before self government. This was pointed out recently, during a 
speech by the acting NT Minister for Health when he said "lirlecent  damage 
caused by some early childhood skin infections contributes significantly to 

Anti-Aboriginal scare campaigns are however routine pre-election fare by the CLP 
Government which have contributed to its electoral success since self government. The 
Northern Territory government deluged Darwin residents about the Kenbi Land claim 
for almost a decade. At a more general level Aboriginal people are routinely criticised 
for their alleged misuse of 'taxpayers dollars' and for the special benefits they receive. 
Indeed government spending on Aboriginal programs and services are the most scrutinised 
part of the budget. As Crough (p.  2) points out it is somewhat ironic that government 
spending on the most disadvantaged marginalised and powerless group of Australians 
should be so finely detailed and so extensively debated. 

' See Media Release put out by the NT Minister of Health and Community Services 
which stated that Territory taxpayers should not subsidise Aborigines if they do not pay 
tax. 24 November 1994 
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adult kidney failure some thirty or forty years later",'85  in other words when the 
Commonwealth was in administrative and financial control. 

Putting aside the issue of whether health services influence health status, it is 
clear from the evidence and discussions presented in previous chapters that the 
NT is not adequately funded by the Commonwealth for the delivery of health 
services to Aboriginal people at a level commensurate with medical need and 
the rest of the non-Aboriginal community without severely curtailing and therefore 
jeopardising existing Territory programs. (Discussed in Chapters 4 and 5) 

The shortage of Territory funds available for health services generally, and 
Aboriginal health in particular, is primarily the result of vertical fiscal imbalance 
and an imperfect application by Commonwealth agencies of measures to correct 
horizontal imbalance. (both of which can be rectified if the Commonwealth was 
committed) This situation is made potentially far worse by the uncertainty 
created by the lack of Constitutional funding provisions, that ensure the Territory 
will be allocated a share of revenue that matched its service delivery 
responsibilities. 1  

Although it is popularly believed the Commonwealth is responsible for providing 
health funds and the Territory, and state governments are charged with the 
responsibility for delivering health services, the legal position is not that clear. 
In truth, the Territory Government is under no legal obligation to provide health 
services of the same standard across the NT, any more than the Commonwealth 
is under any obligation to provide adequate funds to enable the Territory to 
provide same level health services to all communities regardless of their 
geographic location. (Chapter 4) If this understanding of the legal responsibilities 
of the two governments is correct then the way is open for either of them to fall 
short in meeting the funding and service delivery needs of rural and remote 
communities health services without running any risk of incurring legal sanction.' 

' Spoken at the Conference on Aboriginal Health Social and Cultural Transitions, held 
at the Northern Territory University 28 September, 1995 
l& Section 96 of the Constitution does not require the Commonwealth to provide sufficient 
funds to meet what the states and territories have decided are their service delivery 
responsibilities. Quote, " .......the Parliament Day grant financial assistance to any State 
on such terms and conditions as the Parliament thinks fit." 
187 The question of whether governments can be prosecuted for failing to meet their 
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What chance does Aboriginal health have in this situation? While both 
governments do make an effort to do more than they are legally required to do, 
clearly, this is not enough. Current Commonwealth government policies on 
health funding (which leaves the Territory short of funds to meet its service 
delivery requirements) and lack of any Territory incentive to meet the shortfall 
from its own resources is bound to result in a wide gap between what is spent 
on PHC in Aboriginal communities and what should be spent if the principle of 
fiscal equalisation were to be applied in full. (Discussed in Chapter 2) 

Under the present Commonwealth-state/territory funding arrangements the 
Territory does not believe that it should be held responsibility for providing 
high level services with low level funding. Since the fund from which all states 
and territories receive their allocations are collected and distributed by the 
Commonwealth, that level of government must be held responsible for any 
deficiencies in Aboriginal health service delivery attributable to underfunding 
by the Commonwealth. If the Commonwealth wants high level services then it 
must be prepared to fund the Territory accordingly. Senator Richardson agrees 
with these sentiments. Whilst he thought that the states and the Territory 
governments had to do more, it was the Commonwealth that had to take the 
lead and provide the money to make it all happen. 

Assuming that the Commonwealth is the only tier of government with access to 
the kind of money needed to address the Aboriginal health crisis (Discussed in 
Chapters 4 and 5) and assuming that it is committed to allocating the vast sums 
that everyone agrees is necessary, what is the hold-up? To be realistic the 
Commonwealth faces the prospect of channelling any additional funds through 
state and territory health systems which it probably does not want to do. Aboriginal 
communities who want direct funding have also voiced opposition to channelling 
more funds through state and territory health systems, and will refuse to cooperate 
in any such arrangements. Even with Tied Grants the Commonwealth would 
lose control. There would be no guarantee that once funds find their way into 
state and territory health systems they will be used effectively to tackle the 
problems,_and if there were significant improvements in Aboriginal health status, 

constitutional obligations is not being addressed here, but it is an interesting point. 
' Indeed it was Senator Richardson's belief that the Territory government was doing 
better than other state governments such as Western Australia. 
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the states not the Commonwealth would receive the credit and approval from 
the Aboriginal community and the wider society. 

Direct funding to Aboriginal health organisations and communities (See Chapter 
5) is the only avenue available to the Commonwealth that would ensure funds 
reached target groups in a way that satisfied both the Commonwealth and 
Aboriginal organisations. The Territory government strongly objects to more 
direct funding. The significant practical problems and barriers to implementing 
such a policy decision at least in rural and remote areas of the NT effectively 
rules out direct funding. (Discussed in chapter 5). This leaves state and territory 
health systems as the only realistic option for the delivery of enhanced PHC to 
these areas, short of ATSIC or DHS&H establishing new AMSs in locations 
where NT funded health services currently operate. This would of course result 
in more of the very duplication of services and waste of resources that Senator 
Richardson and Mr. Reed have repeatedly drawn attention to. For Direct funding 
to operate in all Territory Aboriginal communities the NT would have to relinquish 
its PHC role in Aboriginal communities, which is not likely to occur. 

Therefore, despite the Commonwealth having financial control, and a choice of 
means at its disposal to ensure funds reach their target (Direct funding or Tied 
Grants) it would have great difficulty, either way of getting these policies 
implemented in a manner which would satisfy its requirements simply because 
it does not have sufficient power to enforce compliance over the states and 
Aboriginal organisations at the same time.'89  Direct funding which some 
Aboriginal organisations prefer is practically impossible to achieve on a 
Territorywide basis and Tied Grants which the same Aboriginal organisations 
oppose would require the cooperation of the states and the Territory governments 
to implement fully. 

In pursuing bilateral agreements the Commonwealth is signalling that it has no 
intention of tackling the problem of Aboriginal ill-health on its own, either by 

' See Davis et al. Public policy in Australia. 1988, p. 127 
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way of direct funding and circumventing state and territory health systems, or 
by increasing Tied Grants without first binding the states and territories into an 
agreement specifying roles and responsibilities of each tier of government. The 
bilateral agreements are seen as the only real long term solution to the problem. 

However it has been difficult to get the states and territories to enter into 
bilateral agreements after more than five years of discussions. (See Chapter 4) 
The result of this sluggish response to the promise of a more cooperative and 
coordinated approach by governments means that the Aboriginal health crisis 
will not get the immediate attention that it deserves. 

Even if or when an agreement between the Commonwealth and each state and 
territory is reached, it is likely that Aboriginal organisations will reject them 
simply because they refuse to take part in any agreement that increases their 
dependency on the states. As discussed in Chapter 5, this undermines any claim 
they might have for greater freedom and autonomy. 

The problem for reaching agreement between governments on issues which 
involve money and who should spend it resides firmly within the nature of the 
Australian federal system. On the issue of Aboriginal health this is further 
complicated by the need for agreement to whatever measures are proposed by 
Aboriginal organisations. 

Although the critical nature of Aboriginal ill-health demands swift and radical 
action to be effective, to be realistic, (if not pessimistic) it is doubtful that the 
Australian federal system can rise to the occasion. Some writers believe that 
federal arrangements are unsuitable political arrangements for rapid reform. 
Dicey for example "...accused..[federalisms] of producing conservatism and 
weak and indecisive government." Left leaning writers also see Australian 
federalism as an obstacle to achieving social reform. Federal arrangements 
invariably limit the powers of the elected government. Whitlam viewed the 
entire Australian federal structure as being out dated, reactionary and resistant 
to change.'9°  Whilst there are many advantages of the Australian federal system, 

See H. V. Emy and 0. Hughes Australian politics: realities in conflict. 1991 p. 309 
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they do not seem to lend themselves to dealing effectively and rapidly enough 
with issues that demand a degree of attention that only strong governments and 
decisive can bring to bear. In contrast unitary systems and centralised allocation 
of power is said to provide for more coherent policy decisions.'91  

The reality is that, although the Commonwealth may want to take control of 
Aboriginal health and accepts that it has the responsibility for dealing with the 
crisis, it is constrained in what it can do by the federal arrangements. And 
because federalism is a permanent feature of the Australian political landscape, 
centralising control of funding and delivery of health services to Aboriginal 
people, despite the numerous calls for the Commonwealth to step in and take 
control, may be impossible to achieve in practice or to an extent that is effective. 
Certainly, direct funding as currently envisaged will provide no tangible benefit 
for rural and remote Aboriginal communities. (See Chapter 5) 

The mechanisms that allow change in Australia's federal arrangements are simply 
not sufficiently elastic to allow the implementation of funding and service delivery 
reforms of the magnitude considered necessary to tackle the Aboriginal health 
deficit and Aboriginal people's Third World living conditions. Whatever funding 
reforms to tackle the Aboriginal health crisis are designed, of necessity, they 
must be structured to operate within the confines of existing federal arrangements. 
It maybe unrealistic to imagine therefore that dramatically different funding 
arrangements for Aboriginal health can be implemented at all. 

The problem is that effective strategies to improve Aboriginal health have long 
lead times. Therefore unless agreement is reached now, the prognosis for improved 
Aboriginal health in the future is not good. Indeed the health status of Aboriginal 
people may continue to get worse. However, here is nothing to stop the 
Commonwealth from allocating the necessary funds, but it (and Aboriginal 
organisations) has to accept that it is stuck with current funding arrangements, 
and all of the current problems that are associated with these arrangements. 

191 Davis et al., p. 47 
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PPENDIX 

Vlost of the information collected for the study was obtained through interviews 
vith various government and non-government people involved in the delivery 
)f health services to Aboriginal people. These included the following. 

I. NT Government officials. 

Assistant Secretary, Policy and Planning, NT Department of Health and 
Community Services' Program Director, Community Care NT 
Department of Health and Community Services, Senior Policy Officer, 
NT Aboriginal Health Strategy, NT Department of Health and Community 
Services, Epidemiologist, NT Department of Health and Community 
Services, two District Medical Officers, Rural Health, NT Department of 
Health and Community Services, Head of Leprosy, Disease Control NT 
Department of Health and Community Services, Policy Officer, Non-
Government Liaison Officer, NT Department of Health and Community 
Services, and Senior Policy Advisor, Office of Aboriginal Development. 

Non government officials. 

The National Aboriginal Health Strategy Coordinator, Aboriginal and 
Torres Strait Islander Commission (ATSIC), Commissioner, (and Regional 
Councillor) Northern Zone Aboriginal and Torres Straight Islander 
Commission (ATSIC), Executive Officer, and Policy Advisor Northern 
Lands Council 

Independent Aboriginal organisations. 

Medical Officers of Ambladawtj Aboriginal Health Service and Central 
Australian Aboriginal Congress Medical Service in Alice Springs (two, 
one previously with Anyinginyi Congress Aboriginal Medical Service, 
Tennant Creek) Director, Danila Dilba Medical Service, Darwin, and 
Chairman, National Aboriginal Community Controlled Health 
Organisation. (NACCHO) 

' In July 1995 the NT Department of Health and Community Services had a name 
change to Territory Health Services. 
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4 Others. 

Consultant, Darwin Cultural Services (formerly with rural health NT 
Department of Health and Community Services). The Member of the 
House of Representatives for the Northern Territory, and Secretary NT 
Branch Australian Nursing Federation 
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