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Editorial
out of pocket costs for Australian
consumers are steadily increasing – and
it’s becoming more and more clear that it’s
having an impact on access to healthcare.
the growing gap between medicare
schedule fees and what health providers
charge consumers is creating a two tier
system in Australia – those that can afford
to pay and access healthcare, and those
that cannot. universal health cover, if
it ever worked in practice, increasingly
seems like a fanciful idea.
the squeeze is on, and it is everyday
Australians who are caught in the middle.
recent statistics tell us that close to 20
per cent of Australia’s health expenditure
is funded directly by consumers. more
alarming are the figures that show that
an increasing proportion of consumers
are delaying or not seeing GPs, specialists
and dentists, and delaying or not filling
prescriptions.
our fee-for-service, throughput system
is clearly not delivering for consumers. it
is time we started seriously considering
alternatives that reward health outcomes,
and that focus more on the needs of
the consumer than the needs of those
providing services.
this issue of Health Voices provides
insights into the challenges facing
consumers overwhelmed by the costs of
healthcare, and encourages contributors
to take up the challenge and consider how
we can reshape health service delivery so
that consumers can access the services
that meet their needs.
in an election year, political perspectives
on this issue are particularly important,
and we are pleased to be able to
include contributions from all the major
parties. minister for health, the Hon
Tanya Plibersek MP, outlines Labor’s
commitment to medicare and major
investments in areas including dental.
shadow minister for health, the Hon Peter
Dutton MP, emphasises the importance

of redirecting funding to patient services.
And Greens Senator Richard di Natale
identifies several areas where savings
could be made to allow reinvestment into
areas that are currently underfunded.
to fix the problem, we first have to
understand it, and several articles provide
insights into the scope and extent of the
challenge that we are facing. CHF’s Mark
Metherell sets the scene with some key
statistics. A human face is put on these
statistics through the articles provided by
consumer representatives Robert Pask
and Leonie Havnen, who discuss the
challenges for consumers with ms and
breast cancer respectively based on their
personal experiences.
several articles outline the challenges
faced by particular groups. Beverley
Essue and Stephen Jan from the menzies
Centre for health Policy and the George
institute outline the extent of the problem
for consumers with chronic illness, and
Timothy Adair from the national seniors
Productive Ageing Centre discusses the
rising costs faced by senior Australians.
Margaret Brown AM from health
Consumers of rural and remote Australia
writes of the additional challenges for
consumers living in rural and remote
areas, while Painaustralia’s article points
out that chronic pain can also create
pain in the hip pocket. And consumer
representative Helen Mikolaj writes of the
challenges facing consumers living on the
waiting list.
several articles then consider how we
might address these problems. Chf Chair
Karen Carey argues strongly that it is
time to consider alternatives to medicare.
Terence Cheng and Anthony Scott from
the melbourne institute identify three
areas where Australia could get better
value for money from its investment in
health: private health insurance, hospitals,
and how we pay doctors. Jennifer
Doggett calls for a four-step approach to
addressing co-payments, starting with a

widespread community consultation on
Australia’s approach to co-payments.
the challenge of rewarding appropriate
healthcare is addressed by Philip Davies,
while Robert Johnstone outlines the
benefits that can be delivered by the
personal health budgets model, currently
being rolled out in england. Catholic
Health Australia’s Martin Laverty
emphasises the need for health funding to
address the social determinants of health.
how much Australia pays for medicines
has received considerable media coverage
recently, and the University of Melbourne’s
Philip Clarke urges us to ‘follow the
money’ to understand why Australia pays
so much for generic medicines. to help
consumers address their out of pocket
medicines costs, Anna Kemp from the
university of Western Australia calls for
the PBs safety net to be automated.
funding and accessibility of allied
healthcare are considered in an article
from Allied Health Professions Australia.
the journal closes with an article from
CHF’s Maiy Azize, who draws on work
being undertaken by Chf in calling for
a national standard for informed
financial consent.
the message of this issue of Health Voices
is clear. Australia’s health system is far
from universal, and many Australians are
struggling with out of pocket costs. it is
time for some bold moves to reconsider
how we fund healthcare in Australia,
before out of pocket costs put healthcare
completely out of reach for a growing
number of Australian consumers.
Carol Bennett, Chief Executive Officer,
Consumers Health Forum of Australia.
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Addressing out of pocket
health costs for consumers:
Labor’s strategy
The Hon Tanya Plibersek MP
i believe that at the heart of the Australian
health system should be the fundamental
principle of equal access for all.
Australians, regardless of where they live
or their personal circumstances, should be
able to access the health services that they
need when and where they need them.
our health system is designed to prevent
cost being a barrier to good health.
medicare, the Pharmaceutical Benefits
scheme (PBs) and the medicare Benefits
schedule (mBs) are all familiar names,
but are often taken for granted.
this is dangerous thinking.
labor had to fight to introduce many
of these core policies – we established
medicare and then had to re-establish it
after the fraser Government scrapped it
– and we’ve had to continue the fight for
our universal health cover programs.
Any discussion about out of pocket
costs must begin with a commitment
to medicare, the PBs and mBs, their
continuation and sustainable expansion.
that commitment is fundamental to
the Australian health system under a
labor Government but has never been
guaranteed by the Coalition.
Built on these foundations, we have one
of the best health systems in the world.
It’s not perfect and the Government’s
health reforms are underway because
we believe we can do better, but we have
one of the highest life expectancies and
the physical health of older Australians
continues to improve.
our citizens also have access to free
treatment in public hospitals, plus
subsidised private health insurance for
those who need it.
health insurance funds and household
out of pocket expenses contribute about
eight and 18 per cent of total health
expenditure respectively.
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out of pocket costs are part of the
Australian health system, but we have
and are working hard to ensure that we
can keep them as low as possible.

As i have said, we should not be
complacent about the impact that
schemes that labor has fought for have
on the cost of health care for consumers.

our out of pocket household health
expenses are slightly less than the
average in developed nations, as a
percentage of household consumption.

today, the Government provides medicare
rebates for more than 6,000 medical
services.

And last August this labor Government
announced one of the most important
initiatives to help alleviate these costs
through our $4.1 billion dental package.
this builds on the $515.3 million
announcement from the previous Budget.
We are investing $1.6 billion into public
dental services across the country.
these are dental services that have
struggled to cope with demand and
had traditionally long waiting lists, but
now we have offered new hope with our
investments set to deliver approximately
1.8 million services to those who most
need them.
thousands more people with no out of
pocket expenses for essential dental care.
similarly, our investment in the Growing
Up Smiling program will pay up to $1,000
per two years for around 3.4 million
eligible children across Australia.
this is a game changer for the oral health
of future generations of Australians.
for those families who could not afford to
take their child to the dentist, there is now
a practical solution.
We have made these investments at a
time when dental costs were one of the
largest areas of out of pocket health
expenses – running at 18.8 per cent of
health expenditure by individuals.
Dental costs have been greater than
medical service and hospital costs, and
second only to non-subsidised medicine
costs.
this is a labor investment, a labor
Government listening to the needs of
families and delivering for them.
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these cannot be expected to cover all
costs. Doctors, for instance, set their own
fees, which can exceed the medicare
rebate.
And increasing medicare rebates is not
an easy fix to reduce gap payments, as
some doctors increase their fees when
Government rebates rise.
But, because of Labor’s policy settings
and, i happily acknowledge, decisions
made by practitioners, GP bulk billing
continues Australia-wide at record or
near-record levels.
the bulk billing rate was 77 per cent
for the last December quarter, 88 per
cent for pathology, 74.5 per cent for
diagnostic imaging and 82 per cent for
GP consultations.
this is a very significant way in which we
ensure affordable access.
last year we decided to enhance bulk
billing for mri diagnostic imaging and,
three years ago, for both pathology and
diagnostic imaging.
this means that to encourage providers
to improve their rate of bulk billing, on
1 november 2009, the Government
introduced a bulk billing incentive for all
pathology episodes, at a cost of $348
million over four years. this encourages
pathologists to maintain their current rate
of bulk billing.
At the same time, the Government
introduced a $600 million bulk billing
incentive package over four years for
diagnostic imaging services. from 1
may 2012 the bulk billing incentive was
increased for mri services from 95 per
cent to 100 per cent.

of equal importance, the PBs allows
Australians to access important new
medications at affordable prices.
today, over 5.5 million consumers who
have concession cards are eligible to
pay just $5.90 per PBs prescription,
while the rest of us pay up to $36.10.
Placed in perspective, without the PBs
some cancer treatments would cost
hundreds, and in some cases thousands,
of dollars every time they are supplied.
many medicines used for chronic
diseases can cost between $100 and
$1,400 a month.
But the Government realises if people
need multiple prescriptions over a year
even paying $5.90 each time might be
a problem.

therefore, we ensure there is help
through a safety net strategy that
means no concession card holder
will pay more than $354 for PBs
prescriptions in a calendar year. General
consumers need pay no more than
$1,390.60 before taking a step down to
the $5.90 concessional rate.
hundreds of thousands of patients have
benefitted since 2007 from Australian
Government subsidies – currently worth
about $9 billion a year – that make new
medicines more affordable on the PBs.
more than 4,500 brands of medicines
are subsidised under this scheme today.
since 2007 the Australian Government
has listed 780 medicines and vaccines,
with a value of over $5 billion.

We are delivering an expanded and
enhanced PBs that makes a huge
difference to people’s lives and will be
sustainable for the future.
i want to acknowledge that out of
pocket costs are an issue that we need
to continually fight to keep down.
But Labor’s track record is clear: we are
the party of universal health cover and
we will to continue to fight to make sure
that everyone has access to medicare,
the mBs and PBs.
We will fight to ensure that consumers
can get the health care they need when
and where they need it.
The Hon Tanya Plibersek MP is Minister
for Health.

Addressing out of pocket
health costs for consumers:
the Coalition’s strategy
The Hon Peter Dutton MP
Affordable access to healthcare for
all Australians is an essential pillar of
our universal system. however, it is no
secret that healthcare costs are rising
rapidly and there is increasing pressure
on government budgets. facing
fiscal challenges, the current federal
Government has opted to shift a greater
burden of costs to individuals through
arbitrary changes and means-testing
of previously universal programs. it is a
slippery slope that has been pushed at a
federal level in recent years.
the average patient cost for out of
hospital medicare services has risen
nearly 42 per cent between 2007-08
and 2011-12. Average out of pocket
expenses for all health services
increased by around 30 per cent
between 2007 and 2010-11. While there
is broad acceptance that patients can
contribute with appropriate safety nets
to the costs of their healthcare, the

Labor Government’s changes over the
last five years have been ad hoc, driven
out of fiscal desperation and pose a risk
to our finely balanced system.
The Gillard Government’s desperation
is exemplified by the dangerous
undermining of private health insurance,
breaking years of promises that they
would not tinker with the existing
settings. Despite the Government’s
rhetoric, the changes don’t just affect
the ‘fabulously wealthy’. Over 5.5 million
Australians with private health insurance
have an income of $50,000 or less. the
Government’s cuts to the rebate from 1
July last year directly affect people on
incomes starting at $84,000, which is
hardly the super-rich given today’s cost
of living.
It’s not surprising that the Government’s
own private health regulator has
found exclusions and restrictions have
become much more prevalent over
the last five years. not only are people

paying more for their private health
insurance, because they are having
to downgrade their level of cover to
cope, they will be forced to pay for
more procedures out of their own
pocket. the spiral has started.
the additional changes announced in
the Government’s mid-year Budget
potentially affect anyone with private
health insurance, irrespective of income.
the capping of the rebate to CPi and
the proposed removal of the rebate
from lifetime health Cover are an
enormous risk to pensioners, selffunded retirees and others on fixed
incomes already struggling to make
ends meet.
The Government’s focus has been on
attacking the industry and transferring
costs to individuals. there has been no
genuine attempt to work with the sector
and clinicians to strengthen no-gap
arrangements or rein in gaps for private
medical procedures.

issue 12 • April 2013

3

The Government’s short-term policy
focus isn’t confined to private health
insurance. last year, labor closed the
only medicare dental scheme that
provided treatment. the medicare
Chronic Disease Dental scheme,
established by tony Abbott as health
minister, provided $4,250 over two
years in dental benefits for those with a
chronic illness. it was hugely successful
with around 17 million services provided
to 1.5 million patients. eighty per
cent of services were provided to
concession card holders, again hardly
the fabulously wealthy as labor would
like us to believe. for adults, there is no
replacement scheme in place. either
those previously using the scheme
will have to find the extra dollars out
of their own pocket, but for the many
who simply cannot, they will have to
wait until at least mid-2014 for Labor’s
new proposal to give more money to
the states for public dental services to
commence.
medicines are another area adversely
affected by policy instability in recent
years. in 2010, the Government

promised ‘policy stability’ in return
for $1.9 billion in savings from the
Pharmaceutical Benefits scheme
(PBs). Within months, it was ignoring
the advice of its own expert body on
recommendations to list new drugs.
the Government blamed its fiscal
circumstances. the effect of this change
meant those individuals requiring these
innovative new drugs would have to pay
for them out of their own pockets while
the Government stalled. eventually they
did get listed, but it has undermined
industry confidence in the expensive
process of assessing new medicines for
listing on the PBs. if companies delay or
decide not to go through the process,
people will have to pay out of their own
pocket or simply go without.
The Coalition’s focus is to redirect
resources from administration and
bureaucracy to patient services
wherever possible. Despite cuts
to private health insurance, public
hospitals and dental and the deferral of
listing new medicines, the Government
has managed to establish a dozen new
federal health agencies, commissions

and bodies which have been immune
from cuts. the Government has
arbitrarily cut frontline programs and
transferred costs to patients while it has
employed an additional 1,300 people
since 2007 in the Department of health
and Ageing and its agencies.
the Coalition in Government directly
targeted the affordability of healthcare,
establishing the extended medicare
safety net, establishing the medicare
Chronic Disease Dental scheme,
significantly boosting medicare
funding for general practice through
the strengthening medicare initiatives
and investing in the private health
insurance rebates, to name just a
few. this was possible through good
economic management. By restoring
good economic management and
stable government and redirecting
resources to frontline services, we can
help provide affordable access to quality
healthcare into the future.
The Hon Peter Dutton MP is Shadow
Minister for Health and Ageing.

Rising consumer costs
threaten health equity
Senator Richard Di Natale
the increase in out of pocket costs for
consumers of Australian healthcare
is a worrying trend. for those of us
who share an unyielding commitment
to a high quality, equitable, and truly
universal health system the growing
cost barriers represent a serious threat
to these core values. When i was in
medical practice i saw first-hand the
difference a few dollars could mean
to the health of a patient. Patients
would put off visits, fail to keep up their
medication and drop out of treatment
programs. ultimately, the health system
would bear the long term costs of
these decisions through increased
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admissions to hospital and emergency
departments.
A range of factors have contributed to
the increase in out of pocket costs and
they are not all easy to fix. identifying
the problem is the first step. i am
encouraged that organisations like
the Consumers health forum and the
Australia institute have done such
good work in quantifying the extent of
the issue. the next step is finding the
right solutions and the political will to
implement them.
in the area of prevention, huge savings
could be made, thus freeing up much
needed funds for patients. By directing
scarce health resources to proven,
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cost-effective preventive interventions
we have the potential to both improve
health and achieve net savings. the
ground breaking 2010 report called
Assessing Cost Effectiveness in
Prevention1 shows us where we can
get the best bang for our buck so it is
simply a case of making the investment.
Access to primary care is crucial to
the proper functioning of the health
system. medicare locals have the
potential to result in better coordination
and planning, which frees up more
services targeted at the right people.
Another reason for increased costs
is the maldistribution of workforce,
particularly with regard to the shortage
in rural and regional areas. scarcity can

increase costs, especially for rural GPs
who may not be adequately compensated
for the increased costs of doing business
in remote regions. Patients should not
have to bear this cost.
Another area where gains can be made
is the cost of pharmaceuticals. in this
arena the interests of the consumer
and the taxpayer are aligned. We need
to foster the faster uptake of generic
medicines, increase pricing transparency
and bring down the costs of other
drugs, so that more and more common
medicines will be priced under the copayment and consumers will benefit.
At the same time, the Commonwealth
would save money that could be used
to bring new and innovative treatments
onto the PBs faster. there is a debate
on now about the best ways to achieve
this, with recent work by the Grattan
institute provoking discussion and
raising eyebrows within the industry.
there is no doubt that Australia pays
too much for some medicines. reform
in this area must put the consumer and
taxpayer first. We need to aim for faster
price disclosure, larger mandatory price
reductions for off-patent drugs, and
reform in the area of patents so that the
public are not paying a premium for their
drugs any longer than they need to.
there are other costs to the patient
besides access to doctors and
medicines, and our system does not
have a good way of addressing some
of these. for those with a chronic
disease, the cost of consumables
can prove a significant burden. A
compression bandage is hardly a luxury
for somebody suffering from a venous
ulcer. should the patient have to decide
between a wound dressing and a meal?
some consumables are subsidised, such
as under the national Diabetes services
scheme, but the patchwork approach
is leaving many out in the cold. We
need a more consistent approach,
with an independent body (much like
the Pharmaceutical Benefits Advisory
Committee) able to review nonpharmacological therapies so that they
can be assessed for cost effectiveness
and subsidised accordingly.
this includes services provided in
the allied health sector, which often
struggles to attract any public funding

whatsoever. Yet we know in many cases
these services are more cost effective
than existing interventions so they
would save the health system money
in the long term. Right now, it’s up to
the consumer to pull out their wallet
and make some tough choices. this in
inequitable and it’s bad public health.
of particular interest to me is the crisis
in dental care in this country. there is no
medical reason why we treat the mouth
so differently to the rest of the body. it is
simply an historical artefact that dental
treatment is excluded from medicare.
the clear majority of money spent on
dental health comes straight from the
pockets of consumers. When even a few
dollars can influence patient decisions
about their treatment, it is no surprise
that the cost of treatment at the typical
dentist is a huge obstacle for many who
have no choice but to fall back onto the
chronically underfunded state system
or merely go without. With over 60,000
potentially preventable hospital visits
each year due to dental issues, and as
many as one in ten GP visits related to
dental neglect, the inequity in dental
health is perhaps the clearest example
where increasing out of pocket costs
have compromised Australian health.
for this reason the Greens have long
championed medicare-funded dental
treatment. our negotiations with
the Government last year mean that
3.4 million Australian kids will have
access to publicly-funded treatment
at their own dentist from next January.
this is a good start but we must go

further. When every Australian can get
treatment under medicare, we will have
made huge inroads in reducing the cost
barriers that currently exist in health.
it is in the national interest to ensure
that everyone is getting quality
treatment regardless of income. the
Greens believe that a well-resourced
government funded health system is
the most efficient and equitable way to
achieve this. rising out of pocket costs
undermine confidence in the public
health system so we need to reverse
the trend. there are many potential
areas for reform and perhaps the time
has come for a root and branch review
of our health system, so that we can
ensure it remains sustainable, both for
current users and generations to come.
Dr Richard Di Natale is Victoria’s first
Greens Senator. His portfolios include
health, multiculturalism, gambling and
sport. Prior to entering parliament
Richard was a general practitioner and
public health specialist. He worked
in Aboriginal health in the Northern
Territory, on HIV prevention in India
and in the drug and alcohol sector.
His key health priorities include
preventative health, public dental care
and responding to the health impacts of
climate change.
1 Available online at http://www.sph.uq.edu.au/docs/
BoDCe/ACe-P/ACe-Prevention_final_report.pdf
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Out of pocket costs
–setting the scene
Mark Metherell
in recent years the health costs we have
to meet from our own pockets have
climbed steadily. Australians now spend
an average of more than $1,000 a year
each in out of pocket costs.1
that puts us among the hardest-hit
and/or highest spenders in the world
when it comes to out of pocket health
costs. it means an increasing number of
patients must think twice about seeing
the doctor or the dentist or getting a
prescription filled.
On doctors’ bills alone, a typical family
of four pays out $500 a year to meet
gaps costs not covered by medicare. the
same family could also be expected to
shell out more than $1,200 a year in over
the counter medicines, not covered by
pharmaceutical benefit subsidies.2
While many elderly people will be
eligible for concessions when they buy
prescriptions, they are still likely to
face continuing costs in private health
gap charges and for other age-related
necessities, such as spectacles, hearing
aids and mobility equipment.
the latest available statistics, for 2010-11,
show that Australians shelled out an
average $1,082 for every adult and child
in out of pockets. that represented 19.3
per cent of the nation’s total health
expenditure.3
And those bills do not include the
swelling cost of private health insurance
which nearly 50 per cent of the
population now feel obliged to have.
A middle-level insurance policy for
hospital and extras family cover will cost
around $3,000 a year.
the Government has introduced a range
of measures, designed to force more
people to take out insurance, including
tax penalties for non-joiners but also
cuts in premium rebates for those on
higher incomes.
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Adults who hold off joining a health
fund until after age 30 face an additional
two per cent rise in premiums for each
year they remain uninsured.
Yet that insurance cover still fails to
reimburse all extra gap payments
generated during private care and can
leave hospital patients facing bills of
thousands of dollars.
medicare is supposed to guarantee
everybody free public hospital care.
But the widespread practice of public
hospitals coaxing those with insurance
to be treated as private patients exposes
such people to gap costs.
older Australians with health insurance
are still likely to face heavy personal bills if
they go to hospital. these total more than
$1,170 a year on average for those aged
65 to 84, the latest Australian institute of
health and Welfare statistics show.4
outside hospital, there are hundreds
of thousands of Australians who go
without seeing a specialist or don’t
buy medicines prescribed by a doctor
because of money worries.
the proportion of people delaying or
not seeing a GP due to cost has risen
from 6.4 per cent in 2009–10 to 8.7
per cent in 2010–11, according to the
Australian Bureau of statistics.5
the health minister, tanya Plibersek, has
been able to point to record high bulk
billing rates for GP consults, yielding
82 per cent of services for which the
patient has no out of pocket costs.6
But at the same time, people who do
have to pay a gap fee to their GPs or
specialists are paying more than ever.
in 2012, that out of pocket impost
averaged about $46.50 — up from
about $30 five years previously.7
Dental care has been a standout feature
of the uneven way health care is funded
in Australia. the Gillard Government is
moving to improve affordable access
to dental services, but a “Denticare”
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style scheme similar to medicare poses
a multi-billion dollar challenge for the
Government.
A quarter of Australians reported that
they delayed or did not see a dentist
due to cost.8 on average those who do
get to the dentist pay $203 a year out of
their own pockets.9
one in eight Australians experienced
financial barriers in access to medical
specialists.10 That’s despite the Extended
medicare safety net, a scheme
specifically introduced to help people
meet high out of pocket bills.
the shortcoming of that scheme is
that patients in low-income areas get
markedly less benefit than those living
in more prosperous areas who gain
disproportionately high dividends from the
scheme. the differential appears to reflect
the scarcity of specialists in low-income
areas and the inability of people there to
afford to reach the spending threshold
required to benefit from the scheme.
Pensioners and low to medium income
families have to outlay $610 a year on
medical and dental gap costs, and higher
earners $1,221 a year, before qualifying for
the subsidy which covers 80 per cent of
subsequent out of pocket costs.11
the dramatic difference in benefits is
revealed in official figures which track
how much is paid out in each federal
electorate. they show, for instance,
that people in Wentworth electorate in
Sydney’s wealthy eastern suburbs drew
$11 million in safety net payments. That’s
more than 23 times the total $460,000
paid out to residents in Braddon, in
economically-struggling north western
tasmania.12
such stark evidence gives an insight
into inequities that bedevil health care
costs in Australia. While we have a high
quality medical system delivering world
best outcomes, our “universal” health
system is failing.

those with the means can afford
to benefit from the best treatment
available. those without may or may
not benefit.
if anything, people on lower incomes
are more likely to need specialist care
than the well-off. socioeconomic studies
clearly show that health status declines
with income and educational status. But
as the safety net figures show, those
most in need are likely to face a greater
struggle to benefit from Australia’s
universal health system.
Cost and geographic barriers to care
have been a particular problem for
those needing mental health services.
Psychiatrists and psychologists tend
to practice in inner city and leafy areas
and are often too expensive for mental
health patients who must fall back on an
inadequate public system.
the demand for better value
is generating a previously rare
phenomenon in Australia, consumers
bargaining with pharmacies for cheaper
prices. Recently the ABC’s Health
Report heard from John Carter of
Canberra who said he was able “to play
one off against another” in dealing with
pharmacies, with the result that he cut
his monthly medication bill by $52.
Previously mr Carter had paid a total
$87 a month for a lipitor generic and

two generic hypertension drugs. his
hunt for cheaper medication began
after he noticed that the original prices
offered showed no difference between
three originator drug brands and the
generic versions. he found that when
pressed, his local pharmacist would
cut prices when shown a competitor’s
cheaper offer.
“Being prepared to offer a 40 per cent
cut for three generic versions of drugs,
and presumably still make a profit, shows
the outrageous mark-ups being adopted
by pharmacists,” mr Carter said.13
the notion of a more market-based
health system in Australia, where a
variety of providers compete to supply
government-funded hospital, medical
and community health services, is being
mooted as a way of extracting greater
efficiencies in a sector where costs have
risen faster than inflation in recent years.
But the challenge will remain for groups
like the Consumers health forum to
ensure any changes promote equitable
access for all patients to safe and
effective health services.
Mark Metherell joined the Consumers
Health Forum of Australia as
Communications Manager in February
2013. Previously he was the Canberrabased health correspondent for the
sydney morning herald, a position he

held since 1999. He was also medical
reporter for the Age in the 1980s. In a
newspaper career spanning 40 years,
he has held a variety of other posts
including news editor and defence and
foreign affairs correspondent.
1 Australian institute of health and Welfare (AihW)
2012 Health Expenditure Australia 2010-11 (health
and welfare expenditure series no. 47. Cat. no. hWe
56). AihW, Canberra.
2 Based on figures from AihW op. cit.
3 AihW op. cit.
4 ibid.
5 Australian Bureau of statistics (ABs) 2012 Patient
Experiences in Australia: Summary of Findings, 2011-12
(Cat. no. 4839.0), online at http://www.abs.gov.
au/ausstats/abs@.nsf/mf/4839.0. Accessed 4 April
2013.
6 Plibersek, t. 2013 Media release: Bulk Billing Rates at
Record Highs. 19 march 2013.
7 Based on figures from Department of health and
Ageing 2012 ‘Quarterly medicare statistics – march
Quarter 2007 to December Quarter 2012’, online at
http://www.health.gov.au/internet/main/publishing.
nsf/Content/Quarterly-medicare-statistics.
Accessed 5 April 2013.
8 ABs op. cit.
9 AihW op. cit.
10 ABs op. cit.
11 Department of human services 2012 ‘2013
Medicare Safety Net thresholds’, online at http://
www.humanservices.gov.au/customer/enablers/
medicare/medicare-safety-net/medicare-safetynet-thresholds. Accessed 4 April 2013.
12 Department of health and Ageing 2012 ‘facts
and Figures: Electorate Reports on Health Data’,
online at http://www.health.gov.au/internet/main/
publishing.nsf/content/electoratereport-index-2010.
Accessed 4 April 2013.
13 online at http://abc.net.au/radionational/programs/
healthreport/high-pharmaceutical-prices-inaustralia/4575700. Accessed 4 April 2013.
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Out of pocket costs and MS
Robert Pask
in 1997 i was diagnosed, after 11 years
of having symptoms, with multiple
sclerosis (ms), a life-long progressive
chronic illness.
one of the issues i had after being
diagnosed was if i should disclose to my
employer or not. i decided not to, but
did tell a colleague who could not wait
to tell the owner of the company i was
working for, culminating in my working
life being intolerable and eventually
in me being made redundant. this is
a problem for people who live with
chronic illness (jobs in jeopardy). there
is not enough understanding among
employers. Peak employer groups and
unions need to be educated to raise
awareness that people with chronic
illness and disabilities can still work. in
fact, in most cases their illness does
not affect productivity or performance.
there has to be more flexibility in the
workforce with the aim of keeping
people in jobs, not pushing them out.
in many cases, people with a chronic
illness live with multiple conditions.
in my case, i have high blood pressure,
asthma, arthritis, cholesterol and have
recently been diagnosed with type
1 diabetes.
for all of these illnesses i have to take
medications. i also have private health
insurance so that i can have a choice of
doctor and hospital. All up i am out of
pocket around $500 per month.
i take around 15 Pharmaceutical Benefits
scheme (PBs) medicines per month,
which cost $5.90 for each script as i
have a health care card. By the middle
of the year i will reach the safety net,
so these will be free to me. my doctors
recommend that i take vitamin tablets in
conjunction with scripts, which cost me
around $80 per month. these are not
covered by the PBs.
neurological pain is very common with
ms and one of the medications i take is
only available on a private script. After a
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rebate from my private health insurance
provider, this medication costs me
around $70 per month. this medication
is available on the PBs for people living
with epilepsy but the drug company
has not applied to the Pharmaceutical
Benefits Advisory Committee (PBAC) to
have this medication put onto the PBs
for conditions such as mine or even for
cancer. At night, i take a relaxant to help
me sleep. Again this is a private script
costing around $50 per month.
the pharmaceutical companies make
greater profit if they do not have to have
medications listed on the PBs; i need
these medications to give me a better
quality of life. it is people like me with
chronic illness or disabilities who can
least afford these costs.
now that i am an insulin-dependent
diabetic, i have to do blood tests five
times a day. even with the national
Diabetes services scheme, i still need
to spend around $50 per month on
lancets.
i get very bad leg pains that are not
relieved by any of the medications i
use. one of my specialists suggested
i try Botox which i did at a cost, after
my private hospital rebate, of $456. if
this had worked, i would have had to
find a way to afford it, as i would have
needed to have the injection every
three to six months.
A large percentage of people with ms
suffer bad fatigue which can affect both
their working and social lives. there is
an anti-fatigue medication which can
help some people with ms but again
it is a private script. unless you have
narcolepsy it costs around $220 per
month, which i cannot afford.
there are other medications available
which, if they worked for me, could
help with my mobility (i use a
wheelchair when out of the house). the
pharmaceutical company applied to the
PBAC recently for these to be included
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on the PBs. unfortunately, the PBAC did
not recommend that they be listed on
the PBs. i, along with other people with
ms who have trouble walking, cannot
afford over $4,000 per annum to use
this medication.
in march a report came out from the
Grattan institute showing that the
Government could save $1.3 billion
per year, if there were fundamental
changes to the price arrangements the
Government makes with pharmaceutical
companies. the $1.3 billion could
go back into the PBs and more
medications could be made available
through the PBs so people could get
the medications that could help them to
live productive lives. All political parties
need to work together to revamp
pharmaceutical pricing.
there are other costs that affect me.
for instance, due to heat being a major
contributing factor to my fatigue during
the summer months, i have to use air
conditioning which increases the cost
of our electricity particularly now that
“smart meters” are being rolled out. the
peak cost of power use will be midday.
there are aids and equipment schemes
throughout Australia which help with
the cost of, for example, wheelchairs and
other equipment, but it can take many
months for the equipment to become
available. Progression of disabilities does
not stop while we wait for funding to
be allocated for equipment. We need to
do some modifications to our home to
make it more accessible. the Aids and
equipment scheme in Victoria gives a
one off payment of $4,500 (the cost of
a ramp). if i need to further modify our
home or if we move there is no more
funding available.
i am lucky that i am still able to work
part time, but i do not know how long i
will be able to do this. if i had fallen out
of the work force prior to turning 60 and
wanted to access my superannuation i
would have had to pay an exit tax.

Given that many people with ms and
other chronic illnesses are likely to
have relatively regular life duration,
their superannuation benefit will be
exhausted very quickly and they will
move very rapidly to full reliance on
social security benefits.
When i lost my job, i also stopped
receiving employer contributions into a
superannuation scheme so i do not have
a big amount of money to live on.
At the time a person is totally and
permanently disabled (tPD), they need
money to live including paying for home
modifications, Aids and equipment
(which should be paid for by other
means and hopefully will be covered by
national Disability insurance scheme
when it is in place) and other expenses.
there are many fears that i live with,
one being what will happen when

i am not able to stay in the family
home if my condition worsens to that
degree. there is a lack of appropriate
accommodation for people who find
themselves in this position.
i am fortunate that i have coordinated
health care as my various doctors
regularly confer with each other. this is
something that is essential when one
has multiple health conditions. But while
this improves the quality of the care i
receive, the major out of pocket costs
are still a pressing issue for me and
other consumers living with ms.
Robert has been advocating for
people with disabilities for more than
ten years and been a member of
various committees and organisations
advocating for people with disabilities
particularly those with chronic and
progressive neurological illnesses.

Robert is employed by Multiple Sclerosis
Australia as the National MS Advocates
Coordinator, and is currently a member
of various committees including the
CHF Board, Victorian Disability Advisory
Committee, Chronic Illness Alliance
Management Committee and the
Disability Discrimination Legal Services
Management Committee. He has been
involved in other consumer committees
at VCOSS, the Victorian Electoral
Commission Access Advisory Group,
Victorian Aids and Equipment Alliance,
Victorian Medical Advisory Committee
and People with MS Committee among
others, as well as being involved with
the Young People in Nursing Homes
Alliance. Robert was awarded a Rotary
Club Shine On Award in 2004.

Out of pocket costs
and breast cancer
Leonie Havnen
in november 2011, i was diagnosed with
stage 3 aggressive breast cancer. As soon
as i was diagnosed i asked the doctor to
give the names of surgical oncologists
at St Vincent’s Hospital. To me it wasn’t
about dwelling on what i had just been
told. What was important to me was to
accept the diagnosis and get on and do
what was needed to fight it.
the thought of how much this was
going to cost me never crossed my
mind as i sat with the doctor in her
rooms. i had held private health
insurance for more than 30 years and
paid taxes all of my working life, starting
at the age of 16. i believed that the
system would look after me, and so
the thought of having to pay for my
medical treatment was not on my radar
whatsoever. i also thought that the
federal Government expects people like
me, who work and pay for private health
insurance, to utilise the private health
system so as not to place any additional
burden on the public health system.

Upon leaving the doctor’s rooms I went
to the receptionist, who said, “that will
be $1,200, thank you”. i just looked at
her with astonishment. i did undergo an
ultrasound and needle biopsy. however,
the payment of $1,200 seemed extreme.
the receptionist advised, “You will
receive $100 back from medicare”! Yeah!
four days later i was in seeing my
surgical oncologist at St Vincent’s
Private. Yes, i elected to go private,
as i have been paying for my health
insurance for years and i did not want
to wait to see a specialist and also wait
for surgery. my daughter came along
with me to this appointment (my rock
of Gibraltar!). We both listened to my
surgeon explaining that an option could
be undergoing a lumpendectomy as the
tumour was isolated in one location.
As soon as my surgeon finished
explaining the procedure, my daughter
ebony piped up and said, “listen here,
this is my mother’s life, we are not
going to play russian roulette with

her life, she is going to have a double
mastectomy and while you’re at it give
her a hysterectomy, as she has problems
down there also!” Yes, i had had a pap
smear test that showed up abnormal
cells a month earlier and had undergone
a letts Procedure. All fine now, as i
think the chemotherapy did a double
whammy! Back to the surgeon’s room,
it was agreed that i would undergo a
double mastectomy with reconstruction.
on my way out i saw the receptionist –
“that will be $225 thank you, and you
will get $80 back from medicare” – it
just keeps on getting better! however,
my surgical oncologist did not charge
above the medicare fee for the double
mastectomy. how fortunate i am, i
thought to myself at the time, as i had
no idea what was in store for me a
couple of months later.
the next medical test that i was
required to undergo was a sentinel node
biopsy – not very pleasant, but very
necessary for the surgical oncologist to
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identify if any cancer cells had spread
from the tumour, and if they had, the
scan would assist in identifying which
lymph nodes and region of the body the
cancer cells had spread to. finished the
scan, out at reception, “$900 thank you!
oh you may get back $200, however if
you have a health care card it will be no
cost”. No I don’t have a health care card,
but i am in a health fund and i pay taxes
– “sorry, nothing we can do”.
my next appointment was with my
plastic surgeon. We discussed the pros
and cons of the surgical options and it
was agreed that i would have a tram
flap reconstruction procedure. out at
reception, “that will be $220, and you
will get $65 back from medicare”. By
now any spare funds that i had were
gone and my credit card was quickly
being maxed out!
29 november 2011, after the surgery,
i am in iCu. All is good, the surgery
was successful, the tumour removed.
however, pathology tests identified that
i had stage 3 aggressive breast cancer.
fortunately for me no cancer cells had
travelled to any of my removed lymph
nodes. so the decision for the double
mastectomy was the right one.
We go into surgery believing that it will
be ‘just this once’. Well, reality is not
as kind as we’d like to think. To date
due to complications i have undergone
five surgeries with at least another
two to go! All of these surgeries have
happened over a 15 month period, and i
am not finished yet.
two months after my mastectomy
and while undergoing chemotherapy,
i contracted a Golden staph infection
and was rushed back into hospital in
february 2012, just in the nick of time
as i had acute kidney failure within
an hour of arriving. It wasn’t looking
too good there for a while, but due to
the amazing doctors at St Vincent’s
and the wonderful care and support i
received, i pulled through after several
dialysis sessions, blood transfusion and
two additional surgeries to cut away
the infection. for this stay in hospital
i was not charged by my surgeon or
anaesthetist.
however, the medical bills started
to pile up and before Christmas i
submitted an application to the early
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release of superannuation Branch at
the Department of human services to
access my superannuation to pay for
my medical costs. it was estimated that
i would need $35,000. Applying for my
superannuation to be released was a
very taxing and distressing time. here
i was diagnosed with a life threatening
illness, undergoing radical surgery and
invasive treatment, but expected to
collect letters from doctors, specialists,
bank records etc. for my application to
have my superannuation funds released
to pay for my medical costs. it took
me six months to get these monies
released; it was one of the most horrible
experiences i have ever had to endure!
As a result of the Golden staph
infection, to date i have now undergone
five surgeries with my sixth scheduled
for 21 march 2013. this will not be
my last. each surgery after the
february 2012 admission has cost
me a considerable amount of money.
Although my hospital stays have been
covered by my health insurance, my
surgeon and anaesthetist fees have
been only partly covered by medicare
and my health insurance.
What has been of great distress to
me as a single mother was that i had
to access my ‘nest egg’ to pay for my
medical treatments, as no lending
institution was prepared to give me a
personal loan. As i am still not out of the
woods with regards to ongoing surgery
and my illness, i am required to undergo
regular pathology tests costing $234,
go to specialist appointments costing
$200 and take life-saving medications
that cost $150 per month. the financial
burden that has been placed upon me
is extremely difficult. i am, however,
fortunate that my surgeon is aware of
my circumstances and does not charge
exorbitantly and allows me to pay his
fees gradually.
What the general public doesn’t
understand until they or someone close
to them is diagnosed with a serious
illness is that the cost of the life-saving
medical treatment soon becomes a
shock, as life-saving medical treatment
does not come cheaply in Australia.
some people have had to sell their
homes, miss specialist appointments,
declare bankruptcy and stop taking
medications due to the spiraling costs.
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i too have missed getting prescriptions
filled due to lack of funds and i have
even stopped taking one of my
medications as it was costing along with
my other medications $190 per month.
to date i have had to pay out over
$32,000 in medical costs. my health
insurance company reimbursed me
$6,000 of this after my story was
told by journalist sue Dunlevy in an
article in the Sunday Telegraph on 18
november 2012.1 Ask yourself, is this
what it takes for health insurance
companies to realise that the $4 billion
yearly subsidy they receive from the
federal Government, along with the
fees they charge their customers, should
actually go to those in need and not
shareholders!
i have been lobbying politicians,
requesting that Australians young
and old who are diagnosed with a life
threatening illness or chronic disease
be provided with a health care card at a
minimum to assist these individuals and
families with the spiraling costs of life
saving medical treatment. to date no
political party has shown any interest,
even in this year of a federal election.
however, i will continue to champion
this issue.
Leonie Havnen is a 52 year old single
mother of two, with a daughter, Ebony
(23) and a son, Riley (19). She was born
and raised in Sydney and lived in Darwin
for 13 years, Melbourne for ten years and
Broome for one year before returning to
Sydney in 2004. She works as a Human
Resource Manager for the Department
of Defence. She enjoys participating in
fun runs and triathlons, and next year
will participate in three marathons,
Uluru, Polar Circle and New York, to raise
money for a Breast Care Nurse in Alice
Springs for the McGrath Foundation.
1 Dunlevy, S. 2012 ‘Medicare rebates don’t keep up
with inflation and families struggle with medical
bill’, The Sunday Telegraph 18 november 2012.
online at http://www.dailytelegraph.com.au/news/
sydney-news/medicare-rebates-dont-keep-upwith-inflation-and-families-struggle-with-medicalbills/story-e6freuzi-1226518805473. Accessed 8
April 2013.

The household economic
burden of chronic illness:
an under-recognised
problem in Australia
Beverley M. Essue and
Stephen Jan
Let’s pose a question: which country out
of the following do you think relies more
on out of pocket payments to finance
their health system?
•
•
•
•
•

united states
united Kingdom
Australia
Canada
new Zealand.

You may be surprised to find out that
the answer is Australia. You’re probably
thinking that whilst it’s not surprising
Australia ranks higher than other
countries with established national
health systems, you’d expect that we’re
performing better than the us, where
in 2011 more than 16 per cent of the
population were not covered by any
form of health insurance.1 the most
recent data from the Australian institute
of health and Welfare suggests that
we’re not. The 2010-11 annual report
on health expenditure indicates that in
terms of individual contributions to fund
health care in the form of co-payments
and out of pocket costs, we ranked
second in the oeCD – behind only Korea
and just above the oeCD median (18.6
per cent). individual expenditure as a
proportion of total health expenditure
in this year was 19.3 per cent (AuD$24.3
billion) and of this, 39.5 per cent was
spent on medications, 18.8 per cent on
dental services, 11.6 per cent on medical
services, 10.4 per cent on health aids
and appliances and 7.3 per cent on care
from other health providers, including
allied health practitioners.2
of course this ranking is based on the
proportion of out of pocket to total
health care expenditure; you could
probably argue that a better indication
of the actual burden experienced
by individuals and households is the

absolute amount that they pay in health
care. here, however, the picture is not
much better. A recent Commonwealth
fund survey of 11 high-income
countries found the incidence of out
of pocket costs exceeding us$1,000
in the previous year among individual
respondents was 21 per cent in Australia
– behind only the us (35 per cent) and
switzerland (25 per cent).3
Why does this matter? it matters
because the impact of such high levels
of individual spending on health can
profoundly affect quality of life and the
ability of individuals to comply with
treatment. furthermore, this impact is
most profound for the most vulnerable
sections of the community – those
with chronic and long-term illnesses,
especially those afflicted with multiple
chronic conditions. Although direct
costs for most healthcare services
are either fully or partially subsidised
in Australia, individuals can still face
substantial unbudgeted out of pocket
costs and co-payments for long-term
treatment and care (i.e. out-patient
specialist medical care, medication
costs, assistive devices) and costs
associated with supportive care in
the community (i.e. transport, home
care, renovations to refit homes to
accommodate disability). furthermore,
these costs are incurred at a time when
the household may also be experiencing
the economic consequences of
changes in employment and work
participation for the individual and for
family members who provide informal
care. Although underlying poverty is
often at its root, this economic burden
can also afflict the non-poor due to
unexpected costs, a sudden reduction
or loss of income and illness-induced
retirement. this economic burden can
be compounded with legal problems
caused by unfair dismissal, the
disconnection of power and utilities,

credit and mortgage default, eviction
and bankruptcy – resulting in a vicious
cycle where illness leads to poverty
which in turn leads to and exacerbates
illness.
universal access to health care and
social safety nets available in Australia
will offset some of the economic
impacts of illness, but individuals and
their families can still face an economic
burden which can affect their ability
to maintain recommended care and
the overall economic well-being of the
household.

Out of pocket costs and
economic hardship affect
health behaviours and
outcomes
there is growing evidence in Australia
describing the household economic
burden of chronic and long-term
illnesses with most of the published
literature in this field focusing on out of
pocket costs. mcrae 2012 found each
additional chronic illness significantly
increased the risk of catastrophic
health spending, measured as out of
pocket costs exceeding 20 per cent
of household income. those with five
or more illnesses spent on average
five times more out of pocket than
individuals with no diagnosed chronic
illness.4 the burden of out of pocket
costs has also been described in a
number of diverse patient populations
with common illnesses, including cancer,5
stroke,6 chronic obstructive pulmonary
disease,7 chronic kidney disease,8
and recipients of end of life care.9
Collectively, these studies demonstrate
that the individual contributions that
are required of people with chronic
illness can be prohibitive, consuming
a substantial share of a household’s
available resources, particularly for
those who are socioeconomically
disadvantaged.
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out of pocket costs impact important
health behaviours such as adherence
to recommended care and medication
usage, and this has significant
implications for patient outcomes.
When faced with an economic
burden, patients will often delay
appointments, skip medications and
share prescription drugs.10 health
expenses such as co-payments to
see health care professionals and to
purchase medications are a common
source of stress for individuals. in a
population of chronic kidney disease
patients, one in six were unable to pay
these health expenses.11 furthermore,
the introduction of a policy in 2005
that increased PBs co-payments for
common medicines (such as statins and
proton pump inhibitors) was followed
by a significant fall in prescription drug
usage and the impact of this policy
change fell hardest on pensioners.12
the economic burden of illness also
impacts household budgets. this
has been described and measured in
terms of economic hardship, defined
as an inability to maintain required
payments such as rent and utility bills
and whether assistance is required to
pay these expenses. in a working aged
stroke population from across nsW, 61
per cent of stroke survivors reported
economic hardship in the 12 months
after stroke compared to 36 per cent
pre-stroke. Despite two thirds of stroke
survivors returning to work in the 12
months post-stroke, many households
still struggled to pay rent, mortgage and
utility expenses and used savings and
borrowed money to maintain regular
expenses. similar measures of economic
hardship and financial stress have
been shown to be strongly associated
with disability and poor physical and
mental health functioning in the general
Australian population.13

Solutions to address the
household economic burden
of illness in Australia
initial research in this field points to
some promising areas for intervention at
the system and individual levels.
Co-payments for medications are a key
source of stress for many households.
rethinking the safety net threshold,
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eligibility criteria and period of coverage
may help to address this burden.
economic modelling has shown that
low income working households with
at least one individual with chronic
illness spend between five and 26 per
cent of discretionary income before
reaching the safety net threshold.14 this
level of spending can have lasting and
damaging effects on the household’s
economic circumstances. in addition,
other research has shown that a
calendar year period of coverage does
not accommodate patients with rapidly
changing needs, such as those with a
cancer diagnosis and those receiving
end of life care.15
there are also programs that can be
offered individually to patients and their
families. research from the macmillan,
a uK based cancer nGo, demonstrates
the benefits of financial support
programs in helping to mitigate the
economic impact of cancer. Programs
that assist with accessing welfare
programs and provide emergency
grants and legal advice can help in
identifying those at risk of economic
hardship and provide crisis support.16
the Cancer Council affiliates currently
offer such a program and it has been
shown to be widely used and attracts
a high level of patient satisfaction.17
this model could be of benefit to many
other chronically ill patient populations
but proper evaluations first need to be
conducted.
finally, the national Disability insurance
scheme offers another important policy
initiative. At this stage it is unclear
whether individuals with chronic illness
related disability will be eligible to
access support through this program.
The 2011 Productivity Commission’s
report on disability care and support,
from which this scheme was born,
indicates that the target group for this
scheme is people with disability not
acquired as part of the natural process
of ageing and not those with health
conditions that can be managed in the
healthcare system.18 the development
of this scheme must be aligned with
the concurrent reforms occurring in the
health and aged care systems to ensure
that the systems can jointly support
the needs of vulnerable groups such as
those with chronic illness.
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Conclusion
the objective underpinning the
Australian system of social protection
is that the current policies that
offer universal access to care and
support will protect households from
experiencing a severe economic burden
due to illness. the research described
above demonstrates however that
people with chronic illness are falling
through the cracks and that policies
and programs are required to better
support individuals (and their families)
with severe and long term illnesses.19
Any claims our current health system
currently has to equity and fairness are
undermined by the large number of
individuals and households continuing
to face the prospect of economic
hardship and reduced access to
treatment resulting from the direct and
indirect costs of illness.
Beverley Essue is the recipient of an Ian
Potter Foundation Fellowship and is a
Research Fellow in Health Economics
based at the Menzies Centre for Health
Policy, University of Sydney and the
George Institute for Global Health. Her
research has focused on refining the
methods used to analyse the household
economic impact of chronic illness and
identifying the health and social welfare
policy supports required to live and
manage well with illness. Her research
interests include household economic
impact analysis, health policy analysis,
equity analysis and health services
research related to chronic illness
management.
Stephen Jan is Head of the Health
Economics Program at the George
Institute for Global Health and
Associate Professor, Sydney Medical
School, University of Sydney. He has
an extensive track record in health
economics and health services research
and teaching, covering areas such
as economic evaluation, household
economic impact analysis and choice
experiments to assess community and
patient preferences in health care. He
has been active in advising governments
at various levels as well as local and
international non-government agencies.
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Out of pocket costs for
senior Australians
Timothy Adair
Cost of living pressures have been a
major issue for senior Australians in
recent years. the prices of groceries,
utilities and healthcare in particular
have risen more quickly than inflation.
research published by the national
seniors Productive Ageing Centre
(nsPAC) has shown that over three
quarters of a million senior households
spend at least half their income on just
these three essential cost of living items.1
Although medicare covers a significant
proportion of the population’s health
costs in Australia, there remain
significant out of pocket expenses for
many senior Australians, especially
those with multiple chronic illnesses.
this issue was investigated in a recent
report entitled The Health of Senior
Australians and the Out-of-Pocket
Healthcare Costs They Face, published

by nsPAC and authored by Dr ian
mcrae and ms laurann Yen from the
Australian national university with
colleagues.2 the findings show that
about a quarter of a million people aged
55 years and over spend more than
20 per cent of their income on health.
of concern is that people with five or
more chronic conditions spend $882
per quarter, almost six times as much
as people with no chronic conditions.
these cost pressures are magnified for
people with multiple chronic conditions
as they tend to have lower incomes.
the burden faced by this group is
significantly higher than for others,
despite the role of health care and
concession cards for pharmaceuticals
and their use in charging for medical
services.
the authors of the report suggest
possible solutions for people with
multiple conditions and low incomes,

including the introduction of a wider
safety net which addresses costs for
people with multiple conditions as
well as the introduction of a targeted
program to provide people on low
incomes and with high health care
needs with access to services similar to
current Department of Veterans’ Affairs
programs. however, as the authors point
out, the only long run solution is the
implementation of programs to prevent
multiple chronic conditions.
research focussing specifically on
costs associated with pharmaceuticals
is presented in a report authored by
nsPAC researchers Dr tim Adair, lea
ortega and Dr Jeromey temple, entitled
Senior Australians and Prescription
Medicines: Usage, Sources of
Information and Affordability.3 Based on
a survey of over 3,000 national seniors
Australia members aged 50 years and
over, the report shows that affordability
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coverage. the surcharge is calculated as
two times the difference between their
age and 30 – so for a 60 year old buying
private health insurance for the first
time, the surcharge is 60 per cent. the
maximum surcharge is 70 per cent, and
it is lifted only after ten continuous years
of having private hospital insurance.
Almost 180,000 Australians aged 50
and over are paying a lhC surcharge on
their health insurance policy of between
40 per cent and 70 per cent, with many
more subject to a lesser surcharge.
interestingly, a 2011 survey found that
41 per cent of respondents aged 18-64
were unaware of lifetime health Cover.
out of pocket health costs for senior
Australians are significant and rising
more quickly than the cost of other
goods and services. seniors are
significantly affected by rising health
costs because many have low and/or
fixed incomes. the importance of out of
pocket health costs as a political issue is
likely to become even more important
as the population continues to age.

issues are most acutely felt by the
younger cohorts (especially aged 50-64
years), people earning a low income
and those with poorer health – 35 per
cent of those on a low income report
financial strain from their prescription
medicines, compared with 15 per cent of
low income earners aged 65 years and
over. of particular concern is that many
mature age Australians facing financial
strain undertake risky cost saving
strategies which negatively impact
their health, such as delaying taking
prescription medicines, rationing intake
of medication or not filling scripts at all.
one clear finding from this report is that
affordability of prescription medicines
is a major political and social issue for
older Australians, with 55 per cent of
respondents stating that their voting
preferences at the next federal election
would be impacted by having to pay
more for prescription medicines due to
reduced Government subsidies.
many of these out of pocket costs can
be covered by private health insurance.
A number of reforms were introduced
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from the late 1990s to encourage
Australians to purchase private health
insurance, such as the medicare levy
surcharge, Private health insurance
rebate and lifetime health Cover. issues
arising from this have been examined
in the report A Carrot and A Big Stick:
Understanding Private Health Insurance
and Older Australians.4 however, there
remain significant socioeconomic
differences in not having private health
insurance; the probability of having no
private health insurance is 68 per cent
for a person 50-79 in the lowest income
quintile compared with just 12 per cent in
the highest quintile. unsurprisingly, almost
two-thirds of people in this age group cite
affordability concerns as the reason for
not purchasing private health insurance.
A major disincentive for many seniors
to take out private health insurance
is the lifetime health Cover (lhC)
surcharge. this is a surcharge on the
base rate premium for people born after
1 July 1934 purchasing private hospital
insurance for the first time. the aim is to
encourage people to take out insurance
earlier in life and to maintain their
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Dr Tim Adair is Director of the National
Seniors Productive Ageing Centre.
He is a demographer with extensive
experience, both in Australia and
internationally, working within the
government, university and private
sectors in the analysis of a wide range
of key policy issues. In particular, his
research work has focused on the
quantitative analysis of government
programs on health outcomes, and the
design and implementation of surveys
and other data collections. He has a
PhD in Demography from the Australian
National University and completed a
Postdoctoral Fellowship at the MEASURE
DHS Program at Macro International
(now ICF Macro) in the USA.
1 national seniors Productive Ageing Centre (nsPAC)
2011 Are Older Australians Being Short Changed?
An Analysis of Household Living Costs. nsPAC,
Canberra. (the report was authored by Professor
simon Kelly.)
2 nsPAC 2012 The Health of Senior Australians and the
Out-of-Pocket Healthcare Costs They Face. nsPAC,
Canberra. (the authors of this report are ian mcrae
from the Australian Primary health Care research
institute at the Anu, laurann Yen from the menzies
Centre for health Policy at the Anu, Yun-hee Jeon from
the faculty of nursing and midwifery at the university
of sydney, menaka herath from the Australian Primary
health Care research institute and Beverley essue from
the George institute for Global health.)
3 nsPAC 2012 Senior Australians and Prescription
Medicines: Usage, Sources of Information and
Affordability. nsPAC, Canberra.
4 nsPAC 2011 A Carrot and a Big Stick: Understanding
Private Health Insurance and Older Australians.
nsPAC. (the report was authored by Dr Jeromey
temple and Dr tim Adair.)

Costs and challenges for
rural and remote health
consumers
Margaret Brown AM
one often reads questions such as,
“Why do rural and remote consumers
require special recognition when it
comes to their health care?,” especially
when there are so many other
consumers who require assistance too.
lack of access and the tyranny of
distance are two major factors that
affect the rural or remote consumer’s
journey to equality of health services.
having a voice in more remote areas
can be very difficult if a consumer does
not have access to networks, and the
pressures of work make it all too hard.
it is really important that rural
consumers’ views and concerns are
put on the agenda, otherwise people
making the decisions in a city or
regional office do not always know what
services are needed.
People living in rural and remote
Australia know that, from a practical
perspective, not all health services (be
they GP, allied health or dental services)
will be available close by. Although i do
not believe that anybody expects that
to be the case, there are many rural
and remote areas where improvement
needs to occur.
some rural and remote consumers
do not have access to a bulk billing
General Practice, which in some cases
causes financial hardship and, in turn,
can limit what prescriptions they may
be able to have filled. there have been
examples of young mothers in rural
areas, particularly those on low incomes,
having to decide whether to go to the
pharmacy or purchase the bread and
milk for the day.
Patients also have limited choices about
where they can access specialised care,
such as cancer treatment, and will often

make huge sacrifices to enable them
to travel to a capital city rather than
having to wait to access services closer
to home.
over the years, state Patient Assisted
transport schemes have received
a great deal of coverage through
media, parliamentary submissions and
consumer organisations lobbying for
change, to name just a few examples.
it must be recognised that some
states have addressed some of the
reimbursement issues, but some people
travelling long distances and requiring
accommodation for more than just a
short duration find that they have to
meet the extra costs themselves.
telehealth is now reaching out into
more rural and remote areas which
has had some very positive outcomes
for both GPs and consumers. some
people find this practice of video
conferencing a little daunting, and
there is a need for more consumer
education and dissemination of practical
information. it must be recognised
that some consumers, for example
some consumers living with mental
illness, will not find that this form of
consultation meets their needs, but
for follow up after surgery or a brief
consultation, telehealth has great
potential, particularly as an alternative
to travelling hundreds
of kilometres.

no longer able to care and support the
person in their care.
Aged care services are going to be
a huge challenge everywhere in the
years to come, but for rural and remote
communities the situation will become
increasingly harder.
the beds available, if there are any, are
filling fast and many older people have
to be moved away from their families
and loved ones to a facility that does
have spare accommodation. it is an
extremely difficult situation which
does not seem to have any solutions
at present.
if funding structures change and small
units have to find extra resources for
community based services and chronic
disease management, for example, it
is also going to be a very hard road
to travel.
rural and remote consumers are very
resilient and have had many challenges
to face due to drought, floods and
financial downturns, but they do have
a right to expect to have a health
system which is able to meet their
day to day needs.
Margaret Brown AM is the Chair of
Health Consumers of Rural and
Remote Australia.

many rural and
remote parents and
carers will welcome
the commencement
of the national
Disability insurance
scheme, especially
when they have to
“go it alone” for many
many years and live
in fear of what might
happen if they are
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Chronic pain hits the hip
pocket too
Linda Baraciolli,
for Painaustralia
Chronic pain is not just about inflamed
joints, recurrent headaches, a bad back,
or the inability to sleep, have sex, or
cook dinner.
for many of the 3.2 million Australians
living with chronic pain,1 their condition
pulls the plug on their finances too,
in a seemingly endless stream of
doctors’ appointments, medications
and treatments – not to mention the
impact on work and the ability to earn
an income.
At the Living Well With Pain Consumer
Symposium and Forum held in Canberra
in march, consumers highlighted the
financial hardship they face. there
was a shared view that chronic pain
needed to be properly recognised as a
chronic health condition and not just a
symptom, so that it could be effectively
covered by medicare item numbers, PBs
listings, the Disability support Pension,
Carers’ Allowance, and more.
A study into the economic burden of
chronic pain, published in 2007, states:
“not only does a person living with
chronic pain have an impacted quality
of life, but those who would otherwise
be economically productive often have
reduced productivity as an outcome.
this makes it an important public health
concern for Australia.”2
According to a recent Australian
study, the most common reasons for
people of working age to drop out of
the workforce are back problems and
arthritis – both associated with chronic
pain. these conditions alone account
for a whopping 40 per cent of forced
retirements.3 Charmian, 43, was forced
to retire from a lucrative job as a futures
trader, which would have allowed her
to “pay off the house with bonuses”.
now, because of chronic back pain, she
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struggles to survive on the Disability
support Pension, coaching swimming
to supplement her income, pay the rent
and cover her substantial medical costs.
robert, in his 60s, went from running
a successful consultancy business to
being permanently disabled, after a
motor vehicle accident catapulted him
into a life of chronic pain. he is currently
trying to seek compensation, without
which he has to depend on welfare and
face significant medical expenses.
for parents with children who have
chronic pain, the situation is equally
grim. When Painaustralia spoke with
scott, whose four year-old son ronan
has polyarticular juvenile arthritis, he
was driving home from work to take him
to hospital. scott had already taken the
previous day off work to be with his son,
and his wife is now using leave without
pay, having used up all other forms of
leave to care for ronan.
the phenomenon of parents missing
work to care for a sick child is
commonplace; however, with chronic
pain, the burden is much greater. When
all leave is taken, it also means no
holidays, and a greater impact on all
members of the family.
in some cases, the consequences of
chronic pain are perpetuated as children
grow into adulthood. Children with
chronic pain often drop out of school or
are home-schooled, can become socially
withdrawn and isolated, fail to achieve
their academic potential and miss job
opportunities.4
Aside from affecting work, the quest
to be rid of the pain can be a financial
quagmire. Private practice consultations
are expensive, and even those with
private health insurance receive only a
small rebate compared with the expense.
for Gail, 60, who has pelvic pain,
her health fund gives her just $100
rebate for medications, and $300
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for physiotherapy, osteopathy and
acupuncture combined, each year. As
she sees her osteopath every fortnight,
and physiotherapist every three
months, each at $85 per visit, and uses
medications, her annual out of pocket
expenses total more than $10,500.
With her nerve block treatments
adding another $1,000 in out of pocket
expenses per treatment, Gail is typical
of chronic pain patients.
for the first 18 months after harriet,
46, had her accident, she spent $300
a week at a private pain clinic, seeing
a physiotherapist, psychologist and
exercise therapist, and more than $140
a month on pain medications. With
private health cover unaffordable, and
harriet no longer able to work, her
parents footed the bill, about $26,000.
harriet had some relief when she was
finally admitted to a public hospital
pain clinic, after an 18-month wait,
which offered free hydrotherapy
for four months, and weekly access
to physiotherapy and exercise
rehabilitation for as long as she needed
it. four years later, harriet still visits the
physiotherapist at the public pain clinic
once a week.
the pain program that helped harriet is
not covered by private health insurance,
so that people unable to afford up to
$8,000 for the initial program, plus
follow up consultations, are forced to
wait to be treated in the public system.
A 2010 report stated: “Patients face long
waiting times to access multidisciplinary
pain clinics in public hospitals – frequently
more than a year”.5 the result is
deterioration in ability to return to work,
and increased out of pocket expenses by
seeking solutions in private care.
Yet, even with public health care, the
cost of medications can sometimes
be too much to bear. the recent PBs
listing of a new drug for nerve pain,

Pregabalen, will lighten the burden for
many people with neuropathic pain and
enable them to stay in the workplace;
however, others continue to depend on
expensive remedies.
Kathy, 59, who suffers extreme pelvic
pain, needs trigger point injections of
cortisone and Botox into her pelvic
floor muscles every eight weeks. the
Botox alone costs $500 and there is no
rebate from her health fund, because
it is considered a cosmetic product,
although it has significant clinical value
in treating some types of pelvic pain.
other remedies are equally
undermined, such as those used in
complementary medicine, which can
form an important component of an
integrated treatment plan.
And when pain patients require surgery
for joint replacement, spinal surgery,
gynaecological procedure or insertion of
a spinal cord stimulator, with associated

scans and tests, the costs to both the
government and the individual soar.
With the prevalence of chronic pain
expected to increase as Australia’s
population ages – from 3.2 million in
2007 to 5 million by 20506 – the time for
Australia to act is now.
Australia has a national Pain strategy,7
which has been endorsed by several
state governments.
now is the time for a federal
Government to make pain a national
health priority and lead a whole of
community effort to ease the burden of
people living with pain.
Painaustralia is a national network
of consumer and health care
organisations formed in 2011 to facilitate
implementation of the National Pain
Strategy. Its network spans the entire
pain community creating a strong
alliance which aims to influence policy
makers, funders, health care providers

and the community to transform
the way that pain is understood and
managed.
1 Blyth, f., march, l., Brnabic, A., Jorm, l., Williamson,
m. and Cousins, m. 2001 ‘Chronic pain in Australia: a
prevalence study’, Pain 89(2-3): 127-34.
2 mBf foundation 2007 The high price of pain: the
economic impact of persistent pain in Australia.
report conducted by Access economics in
collaboration with the Pain management research
institute – the university of sydney/royal north
shore hospital.
3 schofield el al. 2012 ‘Quantifying the Productivity
impacts of poor health and health interventions’.
Medicines Australia Conference 2012: Living longer,
living well. Session: Prolonging participation and
promoting productivity: How do we quantify and
better demonstrate the benefits of medicines for
the longer term?, 24 october 2012, sydney.
4 Australian and new Zealand College of
Anaesthetists faculty of Pain medicine 2012 Media
Release: Children with chronic pain miss out on
services. 27 september 2012. online at http://www.
anzca.edu.au/communications/media/releases/
pdfs/Children%20with%20chronic%20pain%20
miss%20out%20on%20services%20-%20media%20
release.pdf
5 Australian Pain society 2010 Waiting in Pain.
6 mBf foundation op. cit.
7 national Pain strategy 2010 (available at www.
painaustralia.org.au)

Living on the waiting list
Helen Mikolaj
no one should have to wait long periods
of time on surgery waiting lists in this
‘lucky’ country.
unfortunately, there are many people
living on waiting lists as a result of their
inability to privately fund their surgery
due to the cost of either private health
cover or the cost of the gap payment for
doctors’ fees.
the rising cost of private health
insurance and growing out of pocket
gap payments are forcing many low
income singles, couples and families to
relinquish their private health cover and
rely on the public system. Any reduction
in the 30 per cent rebate for people who
take out private health insurance could
potentially force many more patients
into the public system.
socioeconomic factors play a big role
in when, where, how and by whom

medical treatment is received. low
income earners, recipients of the dole
and many pensioners just cannot afford
the premiums for private cover. it is a
double edged sword for recipients of
the dole (over thirty years of age) who
cannot afford to pay premiums for
private health insurance, then when they
get employment and take up private
health insurance they are penalised
with the lifetime cover levy. that does
not encourage these people to take
up private health cover when they
financially are able to afford that cover.
People who relinquish their cover for
financial reasons are less likely to quickly
seek medical treatment and many
leave their condition untreated until it
seriously impacts on the quality of their
lives, e.g. through reduced mobility,
daily pain and not being able to look
after themselves or their loved ones.
Pride and the thought of long waiting

lists in the public system are some of
the deterrents to people who once had
private cover seeking help.
surgery waiting lists for life threatening
conditions are often shorter, faster
moving and quite often less of a
concern than other non-urgent surgery
lists. Public waiting lists for hip and knee
replacement, facial reconstruction and
major dental surgery are excessively
long as these procedures are considered
to be non-life threatening. the length
of the wait impacts on quality of life,
loss of mobility, pain and suffering,
restrictions on diet (including quality
and choices of food), loss of dignity and
self-esteem and possible development
of other co-morbid conditions such as
depression, other mental health issues
and diabetes.
the patients in the public system do not
have a choice of their own doctor, do not
have a choice of hospital and have to
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accept their procedure at the time allotted
to them or risk going to the bottom of the
waiting list again. financially, they do not
have any gap payments but sometimes
face the cost of additional appliances and
surgical garments.
on the other hand, patients with private
health cover, in most circumstances, get
faster, effective treatment when they
want or need it, with the doctor of their
choice in the hospital of their choice.
Depending on the surgeon, patients
often have gap payments as many
surgeons charge above the scheduled
fee and the private health insurer does
not cover that extra charge.
A more complicated scenario exists
when the privately covered patient opts
to use the public system for a number
of reasons, e.g. to avoid gap payments
associated with doctor’s fees, when the
patient cannot afford the co-payment
fee associated with their hospital cover
or when the surgery that the patient is
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having has no medicare payment
(e.g. for cosmetic surgery). the public
system covers the expense but rarely
gets reimbursement from the private
system – this scenario needs to change
with at least the accommodation being
charged against the private health fund.
Yes, we have an inequitable health system
– those patients who can afford and use
their private cover and those patients who
do not have private cover and are solely
reliant on the public system.
our public hospital systems are being
crippled by the demand for services
and at the present rate of demand the
public hospital sector is not financially
sustainable.
But how do we change the system to a
more equitable system? that probably
will mean major changes to doctors’
fees and restructuring of medicare.
should the public hospital system be a
federal or state responsibility? maybe this
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needs a careful review to weigh the pros
and cons of the existing system of federal
funding to the states to run individual
systems as against a federal system.
Whichever way Australia chooses to go
– there has to be reform that maintains
quality care for all, in an appropriate
timeframe, regardless of their financial
circumstances. no one should live on a
waiting list.
Helen Mikolaj is a health consumer
advocate in South Australia who has
interests in chronic disease management
especially in areas related to diabetes,
ageing and disability, HIV/AIDS, and
mental health; quality use of medicines
and quality and safety. She has provided
representation to Baker IDI, NPS,
NHMRC, IVD Australia, National Blood
Authority, SA Health, HealthConnectSA,
Fitness Australia and local government.
Helen is an individual member of the
Consumers Health Forum and the Health
Consumers Alliance of SA.

Rethinking Medicare to make
health funding work for
consumers
Karen Carey
Medicare is described as ‘Australia’s
universal health insurance scheme.’ Its
objectives are:
• to make health care affordable for all
Australians
• to give all Australians access to health
care services with priority according
to clinical need, and
• to provide a high quality of care.1
other articles in this edition of health
Voices make it clear that medicare is
not delivering universal or affordable
health care for all Australians. it is time to
reconsider how we fund health services
in Australia.
medicare is based on the delivery of
individual services – but individual
services do not support the holistic care
that consumers need, particularly those
with chronic and complex needs. the
health system as a whole supports the
delivery of certain services – and in many
cases, it delivers them well – but these
are often not the services that will deliver
the most benefit, and improvements in
health outcomes, for consumers with
chronic illness. the medicare Benefits
schedule (mBs) is set up to deliver
individual services funded on a fee-forservice basis – not health outcomes.
And it is health outcomes that
consumers care about.
the increasing emphasis on patientcentred care does not fit neatly into
the system of mBs item numbers. the
mBs also does not always reflect the
services that consumers want to access,
or how they want to access them. for
example, consumers might want to
treat illness or maintain health through
allied health services, but there is
only limited access to these services
through the mBs. for some allied health
services, if a consumer wants to access
a medicare rebate, a GP must prepare
a care plan, and even then access to
services is limited to a certain number
of consultations. the mBs does not yet
reflect the important role that allied
health is increasingly playing in health.

Consumers have called for a system that
moves towards providing incentives
and rewards for maintaining health
and prevention, rather than a focus on
treating illness. We need to consider
funding models that go beyond our
current fee-for-service model, which
is focused on throughput, and instead
focus on health outcomes and delivering
services that meet the needs of
individual health consumers.
if we genuinely want to focus on health
rather than throughput, what we need
to see is a funding model that is centred
around the consumer. A fee-for-service
model can work effectively for individual
visits to health professionals to manage
straightforward health problems.
But for consumers with multiple,
chronic complex conditions, requiring
multidisciplinary care arrangements with
the consumer at the centre, it is time to
consider other models – whether these
are outcomes payments to reward good
patient outcomes, episodic or bundled
payments that combine the cost of a
package of primary care services for
an individual over a period of time, or
personal health budgets that would
allow consumers to identify the services
that will best meet their health needs.
Consumers recognise the need for a
sustainable health system. in an ideal
world, every treatment that is safe
and can demonstrate some degree of
efficacy would be publicly funded – but
this simply isn’t possible. We are working
with a limited bucket of money and we
have to be careful about how we use
it. ultimately, we need to have a major
community discussion about the true
cost of healthcare and the finite nature
of health funds, and identify what the
community – as the users and funders of
the health system – wants to fund, and
how this funding should be delivered.
in the context of an ageing population,
increased rates of chronic disease and
ever-increasing health costs, we need to
rationalise and prioritise what we fund
and make sure that funding is provided
in a way that delivers the best possible

health outcomes. But at this stage we
don’t know what the community actually
wants, which means that we could be
prioritising the wrong things.
It’s time to consider other funding
mechanisms to reflect changing health
needs and the evolution of health
service delivery. medicare is no longer
a universal scheme, if it ever was. And
it’s highly questionable whether its
objectives are being met. healthcare is
not affordable for all Australians – the
other articles in this journal make that
very clear. Consumers can’t access the
services that they need and want. And
because of the limitations of the system,
the quality of care is also questionable.
i do not mean that the quality of the
services that are delivered is poor – in
many cases it is excellent. But the feefor-service model prevents consumers
from accessing the holistic, consumercentred care which will deliver the best
outcomes for consumers. individual
services may be of a high quality, but
the overall consumer experience with the
health system is not.
We can’t continue to cling on to the
legacy of medicare when it no longer
meets the needs of consumers. the
health challenges that Australia faces
aren’t going to get any easier. We can’t
delay any longer – we need to have a
conversation now about what we want
to fund and how we are going to deliver
health services into the future. Consumers
use and fund the health system – so the
system should work for them.
Karen Carey is Chair of the Consumers
Health Forum of Australia. She is a
passionate advocate for a health system
that focuses on improving consumer
health outcomes and the consumer
experience of healthcare.
1 Department of human services 2013 ‘medicare for
providers’, online at http://www.medicareaustralia.
gov.au/provider/medicare/index.jsp. Accessed 3
April 2013.
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Health funding:
what should we do
differently?
Terence Cheng and
Anthony Scott
Australia measures up exceptionally
well in the health and well-being of its
population. According to the Better
Life Index compiled by the oeCD,
Australia ranks fifth among 36 advanced
economies in both life expectancy as
well as the health of its population. in
2010, life expectancy at birth in Australia
was 81.8 years which is higher than the
oeCD average of 80 years, and 85 per
cent (oCeD average: 70 per cent) of
its people indicated that they were in
good or very good health. Australians
themselves are generally positive on
many aspects of their health care system,
and show moderate to high levels of trust
towards doctors and hospitals.1 these
data hide the enormous inequalities in
indigenous health.
the above figures are regularly used to
argue that major reform is not needed,
and serve to reduce the political will to
engage in reform in a complex sector
with strong vested interests. however,
a widely shared view is that the current
system, which is good, could be much
better and needs to adapt to future
demands. health expenditures are
continually being forecast to exert
the most pressure on future state and
federal government expenditures and
expenditure growth is persistently
around four per cent above inflation.
there is uncertainty as to whether the
current suite of reforms is enough.
these reforms focus largely on changing
the way hospitals are reimbursed
through the national rollout of activitybased funding; the public reporting of
performance data for local hospital
networks and medicare locals; and
changes to the public subsidies of private
health insurance. the suggested reforms
to primary care were not adopted,
though a trial of patient enrolment and
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funding changes for diabetes care
is underway.
Below, we examine some challenges
that our health system faces, and argue
that there should be a renewed focus on
how health care is funded in Australia.
obtaining better value for money from
tax dollars is essential to stop lives
being lost. We consider three facets of
our health care system: private health
insurance, hospitals, and doctors.

Private health insurance and
our mixed system of funding
the question of whether private
health insurance has delivered on its
much heralded benefits is a subject
of continuing debate. there is some
evidence that expanding the private
health insurance market has not been
effective in taking the pressure off the
public system as the private sector
manages patients with comparatively
straightforward medical conditions,
leaving public hospitals responsible
for those who require complex and
potentially expensive care.2 the problem
may be compounded by doctors leaving
the public system as private work
became more attractive, potentially
worsening access to, and waiting times
for, elective care.
recent econometric modelling suggests
that abolishing rebates is likely to lead to
substantial public sector savings. Public
expenditure on hospital care is estimated
to increase by $1.38 billion, but this is
more than outweighed by the $3 billion
spent on the rebate in 2004 that would
be saved.3 means testing of rebates,
along with the impending indexation
of these subsidies to the consumer
price index, serves to control the
ballooning public spending, and of equal
importance reverse the inequity of those
who are well-off benefiting more.
there is strong support for the role of the
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public sector in health care in Australia,
as well as on maintaining the mixed
public and private model of financing.4
indeed, Australians enjoy the benefits of
having the choice of private care if they
desire, and it is probably reasonable that
they pay for this choice. the question
therefore is not whether we should
move towards a fully nationalised or fully
privatised system, but rather how we
can obtain better ‘value for money’ from
private health insurance.
the private health insurance industry is
regarded as highly competitive with 34
insurers providing over 25,700 insurance
products.5 Although the evidence is
limited, there are reasons to believe that
competition in Australia’s private health
insurance industry may actually not work
for the better. Given the fragmented
nature of the market, health funds are
less able to exploit their market power
to negotiate with private hospitals and
other providers to control costs. this is
especially so for smaller health funds,
which would also face higher operating
costs due to the lack of scale economies.
risk equalisation, which spreads the cost of
expensive claims, provides little incentive
for funds to control cost. Additionally, it
is not clear whether consumers actually
benefit from having more choice of
policies, or are actually worse off having
too many choices. there is no research on
the impact of competition in this sector.
The assumption that competition is ‘good’
and that the private sector is by definition
‘efficient’ needs to be tested through more
rigorous research on the industry.
if less competition in the private
health insurance market can actually
be beneficial, there might be a case
for public policy to encourage the
consolidation of the industry to enable
insurers to strike better deals with
private providers. Clearly, this needs to
be managed carefully, as more market
power in the hands of a smaller number

of health funds may also result in
consumers bearing the cost of higher
premiums. But let us not forget that the
public system remains the dominant
player, and potentially the strongest
competitor with the private sector.
indeed, if more resources are directed into
the public system (and the savings from
the rebates is a good start) to close the
perceived quality gap, the pressure would
fall on health funds to provide the ‘value
for money’ that consumers deserve. Value
for money is of course very important
in the public system, where equally one
could argue that there are few incentives
for cost control.

Hospital funding
the national rollout of activity-based
funding (ABf) from 2012 means that
most public hospitals will be paid a fixed
average price (national efficient Price)
for each service they provide. this is feefor-service for hospitals. for the 50 per
cent of hospitals with costs higher than
the fixed price, they will have incentives
to reduce costs. for the 50 per cent
of hospitals with costs below the fixed
price, they will have incentives to expand
their services by treating more patients
in the most profitable clinical areas, i.e.
where their costs are the lowest relative
to the fixed price. But this may not be
for services which are the most costeffective since the quality and outcomes
of care are not routinely measured.
fee-for-service payment contains no
incentives to improve the quality of care
and the incentives to reduce costs could
also reduce quality of care. hospitals
may reduce costs wisely, but incentives
will exist to reduce or cease provision
of some services which could have
relatively high costs but may also be
very effective. Given that quality of care
and health outcomes are not routinely
measured by hospitals, the work of the
national health Performance Authority
will become important in providing a
framework to monitor quality of care.
Building in financial incentives to reward
the provision of ‘best practice’ care has
been undertaken in other countries and
should be introduced in Australia.
furthermore, the influence of the
national efficient Price on incentives
to reduce costs could be lost by the
continuing role of the states. only 40 per
cent of this price will be funded by the
federal Government, with the remainder

funded by the states. however, the states
have discretion to fund more or less than
the remaining 60 per cent. this means
that states can effectively maintain
current funding levels of public hospitals,
and that the intended incentives to
reduce costs may never exist. if this ends
up being the case, then the introduction
of ABf will have been a waste of time.
the Commonwealth will increase its
share of funding over time but we argue
that the Commonwealth should provide
100 per cent of hospital funding to
ensure the objectives of ABf are met.

Paying doctors differently
Doctors are the backbone of the
health system, but are hindered by an
antiquated system of fee-for-service
that does not reward quality of care and
does not encourage teamwork. though
fee-for-service can be an appropriate
way to fund one-off acute episodes of
illness in general practice, much care in
the future will be for chronic diseases
that require ongoing care by doctors.
Different and blended payment models
are needed, where fee-for-service can be
combined with rewards for performance
and payments related to the number
of patients rather than the number of
services provided. though there are
different models of payment that could
be adopted, there is consensus (at least
amongst researchers) that a blended
payment model avoids the extreme
incentives of single payment models
such as fee-for-service or capitation
payment. A trial is currently underway
to reform the payment structures for
diabetes patients. Careful design and
evaluation of these new schemes is
essential as current evidence is weak.
this lack of evidence is due to poor
design of payment schemes and poor
design of their evaluations.6
it is also important to use payment
schemes to eliminate waste.7
Governments and insurers and
hospitals should not pay for services
and treatments that have been shown
by good quality evidence to have no
impact on health status. saving lives
requires that resources are used to their
best effect. there are good reasons why
doctors continue to recommend such
treatments, including lack of knowledge
about evidence or doubt as to whether
the evidence applies to their patients,
or strong demands from patients who

think that such treatments may help.
implementation of evidence is difficult,
but can help to save lives by redirecting
scarce resources to where they deliver
most benefit.

Conclusion
Changing the way health care is funded
can save lives. making both the public
and private health sectors use resources
more carefully and wisely is essential,
releasing resources that can be used
to save more lives and improve the
health and well-being of the population.
financial incentives are not the only way
to do this and need to be accompanied
by better ways to measure and monitor
performance, but it is clear that current
funding arrangements provide at best
weak incentives, and at worst the
wrong incentives, to support health
care providers in improving health and
well-being. Australia does have a good
health system, but lives are being lost
through waste and inefficiency partly
caused by a funding system that is not
fit for purpose.
Dr Terence Cheng is a Research Fellow
at the Melbourne Institute of Applied
Economic and Social Research, University
of Melbourne. His current research
activities are in the areas of health care
financing and provision in mixed public
and private systems.
Professor Tony Scott is a Professorial
Fellow at the Melbourne Institute. He
holds an ARC Future Fellowship and an
Honorary NHMRC Principal Research
Fellowship. He leads the Health
Economics Research Programme at the
Melbourne Institute.
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Addressing out of pocket
costs in Australia
Jennifer Doggett
Despite claiming to have a ‘universal’
health care system, evidence is
mounting that Australia is becoming
a country where only the affluent and
lucky can be sure of getting the care
they need.
An international survey of adults with
chronic conditions from eleven oeCD
countries in 2011 found that 30 per
cent of Australians went without some
component of care due to cost issues
in the past year.1 this was a higher
proportion than citizens of any country,
apart from the usA.
A similar 2008 survey2 of chronically
ill adults found that over a third (36
per cent) of Australians with chronic
conditions reported problems with
accessing health care due to cost. Again,
only Americans reported a higher rate.
these figures are reflected by an
Australian Bureau of statistics report from
november 20123 which found that one
in 15 sick Australians has put off seeing a
doctor because it cost too much.
Clearly, findings like this undermine
both the equity and universality of our
health system. they also challenge
its efficiency, as when people can’t
access timely care they are likely to
develop more serious conditions which
ultimately cost more, in terms of both
time and resources, to treat.
the problem lies not in our overall level
of spending on health care – in fact we
spend about the oeCD average. the
problem is the way in which funding
for health services is obtained from
consumers in our health system,
specifically the proportion of health
funding that is made up of direct
consumer payments.
Direct payments by consumers are
an often neglected area of health
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funding, receiving little policy or media
attention. however, consumer copayments contribute approximately
$21.2 billion a year to Australia’s total
health budget (2009-10 figures).4 this
means that currently almost one in five
dollars (18 per cent) spent on health
care in Australia comes directly out of
consumers’ pockets. This is the second
largest source of funding for health care
in Australia (after government funding)
and is more than double the $9.2 billion
contributed by private health insurance.5
Co-payments for health care in Australia
are higher than those of most other
oeCD countries, including new Zealand,
Canada, the uK, Japan, Germany,
france and the netherlands.6 even
Americans, though they pay more overall
than Australians for their health care,
contribute only 14 per cent of total health
funding through co-payments compared
with over 18 per cent for Australians.
Co-payments are important from
a consumer perspective as they
influence both how and when people
access health care. one of the major
disadvantages of co-payments is that
they tend to be less equitable than
other forms of funding. this is because
co-payments are levied on individuals,
unlike a tax-funded system (where costs
are shared by the whole community) or
an insurance-based system (where costs
are shared between all fund members).
therefore, as co-payments become a
larger component of funding, the cost
burden for health care shifts from the
healthy and affluent to the sick and the
poor. this means that Australians will
face higher cost barriers when accessing
care and that people may have to forgo
expenditure in other areas – for example
on essentials such as food and rent – to
meet their health care costs. it will also
hinder the capacity of the current health
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reform agenda to achieve its goals.
no matter how successful the reform
measures are in improving the delivery
and quality of health care, the gains will
be wasted if consumers cannot afford
to pay the up-front costs of accessing
services.
Given their important role, it is therefore
surprising that at a policy level copayments are almost completely
ignored. the Department of health and
Ageing, which has an entire branch of
60 people working on private health
insurance issues, has no designated
team focussing on co-payments. the
national health and hospitals reform
Commission, the body that developed
much of the current health reform
agenda, produced a 280 page report
which barely mentions the role of direct
payments by consumers. We have
national health policies on everything
from AiDs to Yellow fever but no
national statement or agreement on
co-payments.
filling this policy gap requires a
multi-stage process to develop an
approach to co-payments which reflects
community values and priorities and
which makes it easier – rather than
harder – for consumers to afford timely
and cost-effective health care. this
would involve the following steps:
1. A widespread community
consultation on what values or
principles should underpin Australia’s
approach to co-payments within
the health system, including
fundamental issues such as the
proportion of health care costs we
should contribute directly and the
proportion we should share with all in
the community. this is not something
that can be decided by bureaucrats,
health service managers or even a
single consumer focus group – it

requires comprehensive consultation
with a broad range of consumers
from all sectors of society.
2. research to understand the impact
of co-payments on different groups
in the community. there is good
evidence that co-payments cause
barriers to accessing services
for a significant proportion of
consumers but we don’t have a good
understanding of which groups are
most at risk and whether (and to
whom) the barriers are an overall
affordability issue or a temporary
cash-flow problem.
3. A joint Commonwealth and state/
territory policy on consumer
co-payments for health care, which
reflects the community’s views and
makes explicit the aims of
co-payments.

4. the development of specific policies
and strategies to implement the
policy (above). these may include
changing both the level and type of
co-payment (for some services) and
introducing a range of alternative
payment options to assist those with
cash flow problems.
these four actions would require a
much lower level of investment in time
and resources than those required to
implement many of the current health
reform measures. however, together
they would have a more significant and
longer term impact on the efficiency
and equity of health services. Without
such action, the current ad hoc
approach to co-payments will continue
and increasing numbers of Australians
will find themselves locked out of our
allegedly ‘universal’ health system.

Jennifer Doggett is a consultant working
in the health sector with a particular
interest in the role of consumers in
influencing the development of health
policies, programs and services.
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How can we reward
appropriate healthcare?
Philip Davies
health professionals gain satisfaction
from delivering good health care. But
few, if any, are motivated solely by the
sense of ‘a job well done’. Like anyone
else, they also expect to reap financial
rewards for their time, experience and
expertise. those financial rewards
have to come from somewhere: either
salaries or direct payments of fees
by patients (possibly subsidised by
medicare or private health insurance).
how can we ensure that the ways we
pay health professionals encourage
them to provide appropriate care?
That payments reinforce, and don’t
undermine, their professional motivation
to do what’s best for the patient and the
population at large?
for salaried staff the link between
hours worked and payment received
is straightforward. their own
professionalism, coupled with good
management and a supportive working
environment, are typically the factors
that ensure appropriate care.

When patients pay fees direct to the
health professional, however, things
become more complex.
most GPs, specialists and allied health
professionals charge on a fee-forservice basis. they deliver an item of
service (a consultation, some treatment
or a procedure) and receive payment
in return.
in the case of a surgeon conducting
an operation, fee-for-service has
much to recommend it. the procedure
has a clear start and end point and
the expected outcome is generally
well understood. unanticipated
complications might mean an operation
takes longer than normal, and result
in a higher fee. And while fees could,
in principle, be tied to the success or
otherwise of the procedure, the inherent
uncertainty of surgical outcomes might
render such an approach unrealistic.
much the same logic applies in the
case of allied health services where
fee-for-service is also the commonest
form of payment.

in the case of GPs, however, simple feefor-service payments may not always
be the best approach. for one-off
consultations that deal with relatively
minor complaints, fee-for-service works
well. it provides a clear link between the
GP’s effort (to deliver a simple service)
and financial reward. the more such
consultations a GP delivers the more
she will earn.
traditional fee-for-service payments
are arguably less effective when a
patient’s complaint requires regular
visits to the GP over a longer period of
time, or when several different health
professionals, from different disciplines,
need to work together to ensure
cost-effective care. for those patients,
an approach to payment that fosters
a longer-term view of their care and
rewards collaboration may be needed to
ensure that services are ‘appropriate’.
the traditional fee-for-service model
worked well when most illness could
either be cured quickly or not at
all. today, however, more and more
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appropriate care. it links payments
directly to healthy behaviours and
health outcomes. But it too has its
difficulties. like capitation it requires
a clear link between patients and
practices. it can be very demanding,
and possibly intrusive, in terms of data
collection and monitoring. Practices
might be so eager to achieve targets
that other, important aspects of care
are neglected. Patients with particularly
complex needs might also miss out if it’s
perceived that bonus payments can be
obtained by focusing efforts on others
who are less demanding.

people are living with a chronic disease
and they often require ongoing care,
possibly over a period of several years.
Approaches to payment need to work
to support such care.

paid to provide his care. While many
Australians already have such a
relationship, there are others who like to
be able to ‘shop around’ or use different
practices at different times.

Capitation-based payments are often
promoted as an alternative to traditional
fee-for-service approaches. instead
of paying a fee for every occasion of
treatment, capitation offers a single
payment to cover all the services
the patient requires over a period of
time (generally a full year). in a sense,
capitation payments are simply a form
of fee-for-service in which the item of
‘service’ is much bigger than a one-off
consultation.

A further complexity arises under
capitation arrangements because
some people, typically those who are
older, poorer or living with a chronic
disease, require more (or more costly)
care. It’s important that practices
receive capitation payments that
reflect the expected costs of caring
for an individual over a period of time;
otherwise they might ‘cherry pick’ and
only agree to care for healthier people
who require fewer services. to overcome
such problems, capitation payments
are generally ‘risk-rated’ to ensure
that nobody need miss out as a result
of being seen as posing too great a
financial risk.

Advocates of capitation argue that
it provides an incentive for health
professionals to keep people healthy.
Payment is no longer tied to utilisation
of services. healthier people place
fewer demands on the doctor and her
team but fees don’t reduce as a result.
The fact that capitation payment isn’t
dependent on what services are used
and who delivers them also makes it
easier to allocate tasks to the most
appropriate member of the care team.
those who oppose capitation (and there
are many) claim it fails adequately to
match reward to effort; it encourages
health professionals to ‘sign up’ people,
receive a capitation payment but then
to do little to meet their care needs;
to offer poor quality services; or to be
unresponsive to patients’ preferences.
Capitation also requires a clear and
lasting affiliation between the patient
and the GP practice that has been
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Alongside fee-for-service and capitation
payments, there is growing interest
internationally in so-called ‘pay for
performance’ arrangements which tie
financial rewards to the impacts health
care providers have on individuals’
health or healthy behaviours. under pay
for performance, a GP practice might
receive a ‘bonus‘ payment if a defined
proportion of its diabetic patients
complies with a disease management
protocol, if smoking rates among its
patients are maintained below a specific
level, or if more than a given percentage
of hypertensive patients are taking
appropriate medication.
Pay for performance might be viewed
as the ideal approach for rewarding
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salaried employment, fee-for-service,
capitation and pay for performance are
four approaches to rewarding health
professionals. they all have strengths
and weaknesses, and each may be
judged to be more or less suitable in
particular circumstances. indeed, health
systems globally seem to be evolving
towards ‘hybrid’ payment schemes
that combine different approaches
for different services in different
circumstances.
health professionals are human. much
like the rest of us they respond to
financial incentives. A well-designed
payment system aligns those incentives
as closely as possible to the provision
of what we, as individuals and society,
consider to be appropriate healthcare.
Professor Philip Davies combines
part-time roles as Professor of Health
Systems and Policy in the School of
Population Health at the University
of Queensland, Knowledge Broker
for the NHMRC Partnership Centres
initiative and Specialist Advisor to
Health Workforce Australia. He serves
as a consultant on health policy and
governance to AusAID and WHO
and also sits on the Boards of Metro
North Brisbane Medicare Local, the
Australian Medicare Local Alliance
and Rural Workforce Agency Victoria.
From 2002 to 2009 he worked as a
Deputy Secretary in the Australian
Government Department of Health
and Ageing and, prior to taking up that
role, was a Deputy Director-General in
the New Zealand Ministry of Health, a
Senior Health Economist in the global
headquarters of WHO in Geneva and a
Partner in a major global professional
services firm.

Addressing the social
determinants of health
Martin Laverty
It’s an important question for those of
us working to reduce health inequity
in Australia: “how can health funding
better address the social determinants
of health?”
It’s also a difficult question to answer,
because the nature of the social
determinants of health means that
leadership and implementation of action
must come largely from outside the
health system.
However, that’s not to say that those
working in the health sector should – or
can – sit back and wait for allies across
the government and nGo communities
to deliver funding and programs that
will have a positive impact on the health
of Australians. As many experts in this
area have asked, if people in health
aren’t going to commit time, energy and
resources to this cause, how can they
expect others to do so?
health promotion activities play a major
role in improving people’s well-being, so
additional funding to encourage healthy
choices and discourage unhealthy
behaviour could certainly help in this effort.
if we were to think outside the square
for a moment, we could possibly make
the case that health funding might
be directed to community housing
projects or “stay in school” campaigns
or tAfe scholarships, because all the
research shows that having safe and
secure housing, completing year 12 and
having adequate training to gain stable
employment are three key indicators of
how healthy someone is likely to be.
the kneejerk reaction to poor health
outcomes is to call for more spending
on health services. But there is more
and more evidence emerging to show
that throwing money at the problem
isn’t working. Something deeper and
broader is required.

Consider this for a moment: the poorest
Australians have life expectancies
three years shorter than the wealthiest
Australians. That’s a reality that mightn’t
surprise many, but we should not just
accept it.
factors we don’t readily associate with
someone’s well-being are being shown
to be better predictors of how healthy
someone is likely to be than biological
factors. For example, a person’s access
to income is a more important indicator
of their likelihood to die from a heart
attack than their cholesterol, blood
pressure and smoking habits combined.
those of us engaged in health are
regularly looking to our friends outside
the sector to lend a helping hand to
improve people’s health – and rightly so.
While it might be a difficult idea to sell
when health budgets are increasingly
stretched around the country, could
health funding be spent outside
health to prevent people from needing
treatment years from now?
flinders university Professor fran
Baum, one of the world’s foremost
thinkers in the social determinants
space, said recently this agenda is
a hard one to sell – and especially
hard to sell to politicians, who seek
short-term solutions, rather than
mapping strategies that might take a
generation, and two or three changes of
government, to yield results. Professor
Baum admitted that a headline “We
prevented hundreds of children
developing diabetes in 30 years’ time”
isn’t likely to grace the front page of a
newspaper any time soon.
But that’s what we are discussing here.
We are talking about achieving longterm outcomes by addressing things
that might seem unrelated to health
but simply cannot be separated. When

income levels, education, employment,
workplace training, housing, economic
policy, transportation and town
planning – among countless other
policy areas – have such a strong impact
on people’s health, we need to ensure
that governments are running a health
equity lens over every proposal they put
forward.
south Australia has been a leader in this
field, with the establishment of a health
in All Policies unit, under the leadership
of the Department of Premier and
Cabinet. As the name suggests, there is
recognition that health impacts emerge
from all policy areas. We at Catholic
health Australia, and now as part of the
social Determinants of health Alliance,
have been calling for action on the
social determinants, with premiers,
first ministers and ultimately the Prime
minister taking ownership of an initiative
that will deliver health and well-being
for this country.
A very clear case has been established
to demonstrate how great the
benefit would be for Australians –
individually and collectively, socially
and economically – in a pair of reports
prepared by the national Centre for
social and economic modelling on
behalf of Catholic health Australia.
the 2012 report The Cost of Inaction on
the Social Determinants of Health found
that if the World Health Organization’s
(Who) recommendations for action on
social determinants were adopted in
Australia:
• 500,000 Australians would avoid
suffering a chronic illness;
• 170,000 extra Australians would
enter the workforce, generating $8
billion in extra earnings;
• $4 billion in welfare support
payments would be saved each year;
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Addressing the social determinants of
health, from outside the health system
but also from within it, has been proven
internationally to achieve that aim of
improving people’s lives.

• 60,000 fewer people would be
admitted to hospital annually,
resulting in savings of $2.3 billion in
hospital expenditure;

surpluses difficult to secure but an
aspiration on both sides of the political
aisle, those figures could change the
country’s fiscal landscape.

• 5.5 million fewer medicare services
would be utilised each year, resulting
in annual savings of $273 million;
• 5.3 million fewer Pharmaceutical
Benefit scheme scripts would be
filled each year, resulting in annual
savings of $184.5 million.

But they should be even more exciting
from a health consumer perspective.
helping people return to wellness, or
achieve it for the first time in some
cases, should mean far more than any
line in a budget. Being able to achieve
both is a bonus.

those numbers, generating billions of
dollars of savings annually, should make
politicians’ eyes light up. With budget

i am certain that people who enter
politics do so with every intention of
making life better for all Australians.

the senate Community Affairs
Committee has just tabled a report
that made several recommendations
for our political leaders. Among those
were a call for a whole-of-government
approach to health policy and a very
clear desire for the principles of health
equity to underpin policy-making. the
senate Committee has also proposed
Australia adopt the WHO’s action plan
on social determinants.
A roadmap has been drawn, with
a few signposts still to be erected,
but the time for meaningful action
in this country is now. the senate
recommendations must be adopted by
the Government in order for Australians
to enjoy longer and healthier lives.
Martin Laverty is the CEO of Catholic
Health Australia. He was an editor of
the 2011 book Determining the future:
A fair Go & health for All.

Personal Health Budgets:
the English experience
Robert Johnstone
over the past three years, england
has been testing a new way of
commissioning healthcare, giving more
of the control to individual patients
through personal health budgets. the
independent evaluation1 published in
november last year showed that giving
people more control improved their
quality of life and reduced the amount
of times they accessed secondary
health services such as being admitted
to hospital.
Personal health budgets enable
people with long term conditions
and disabilities to meet their needs
in different ways, ways that work for
them. this can include traditional

26

services provided by different providers
including the nhs, equipment and
non-traditional services such as
complementary therapies.
Personal health budgets are an
opportunity for individuals to choose
the health and well-being outcomes
they want to achieve and agree these
with their health professionals. At the
heart of the scheme is a care plan which
brings together the clinical knowledge
and expertise of professionals with an
individual’s knowledge of how their
condition affects them and what works
for them. they help to change the
relationship between clinicians and their
patients, giving people more power.
indeed, the individual or their family can
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and often do lead the planning process,
rather than health professionals telling
people what they need to do.
in england healthcare is free at the point
of delivery and this can mean a lack
of transparency over the cost of care
and a lack of choice over the services
people receive. While healthcare will
remain free, personalisation and shared
decision making is increasing choice.
Personal health budgets increase
transparency because people know how
much money is spent on their care and
they have a real say on how this is used.
for example, martin has motor neurone
disease and uses his personal health
budget for a modified bicycle and a
gym membership at the local rowing

club so he can exercise, and a weekly
visit to the barber which helps him
maintain his independence.2
Personal health budgets facilitate
integration across services and joint
working between nhs and local
Authorities who provide social services.
People who receive social services can
take this in the form of a personal budget
or direct payment and if they have
health needs this can be combined with
a personal health budget. for example,
David has t5 paraplegia from the chest
down, and needs dressings on his legs
changed daily. With his personal health
budget, David was able to arrange
training for his own personal assistants
to do this. their flexible schedule
means that David can go to work when
he needs to instead of waiting (and
waiting!) for the district nurse (who now
comes for a weekly check).
Personal health budgets will not be right
for everyone, and not everyone will want
one. nor do we believe that they will be
used to meet all of an individual’s NHS
funded care – for example, things like
elective surgery or emergency care will
not be included in a budget. Personal
budgets are likely to be more suitable
for people with long term conditions or
disabilities who are higher uses of nhs
services. Very importantly, they will be
a way of helping these people live their
life as they want to with their conditions
and stay well.

available in england. however, there
is still much to learn about personal
health budgets and implementation of
the policy. take-up of direct payments
is something that will take time and
require a huge degree of cultural
change. While the longer term aim
is that everyone who could benefit
should have the option of a personal
health budget, we are at an early
stage of rolling them out. this means
that personal health budgets are not
yet available everywhere in england
but over time they will become more
widely available and i hope more used
by people.
for many years i have had personal care
direct payments to give me control and
choice over who assists me, and how
and when they do so. i am really looking
forward to this extending to healthcare
and would use it for gym membership
to allow me to swim every day. Also, i
cannot afford the regular manipulative
therapy, massage and Ayurvedic herbal
preparations which i know help me
so much. even limited use of these
alongside regular transcendental
meditation meant i was able to stop
expensive nhs medication after 20
years dependency. (i had taken 40,000
disprin and 20-30,000 other pills from
the age of three years.)

With such a health budget i would truly
be an empowered consumer and, after
57 years of living with rheumatoid
Arthritis, at last in control of my own life.
Robert Johnstone is a trustee and
International Alliance of Patient
Organizations representative from
National Voices in the UK (a coalition
representing more than 200 health
and social care organisations). Having
had chronic rheumatoid arthritis for
more than 50 years, he has not had a
conventional career but has served on
many charities representing disabled
people and those with health challenges.
For many years he has been very active
in a network called People with Arthritis
and Rheumatism in Europe (PARE)
where he was involved in lobbying
the European Parliament and senior
policy makers to raise the profile of
musculoskeletal conditions. At a global
level he served as President of Arthritis
and Rheumatism International (ARi) and
worked in the Bone and Joint Decades
as a patient advocate.
Acknowledgments: Dr Alison Austin
assisted in the preparation of this article.
1 Details of the evaluation, interim and final reports
can be found at https://www.phbe.org.uk/
2 more stories of people who have personal
health budgets can be found at http://www.
personalhealthbudgets.england.nhs.uk/topics/
toolkit/howPhBswork/stories/

having a personal health budget does
not mean you have to manage the
money yourself, although you can if you
want. the budgets can be held by the
nhs or given to a third party to manage,
but people can also be given the money
as a direct payment and organise their
care themselves. People who need a
lot of support can and do employ their
own carers. for example, Debbie used
a personal health budget to organise
flexible nursing care at her home after
her father, Brian, became immobile and
needed 24/7 care following a series of
strokes. she was able to choose who
came into her home and when, giving
her the flexibility she needed to continue
working and caring for her family.
the pilot program has ended and the
Government has decided to make
personal health budgets more widely

Robert Johnstone presenting the 2012 Lecture in Honour of Christopher Newell at
Parliament House, Canberra.
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To understand why we pay so
much more for generic drugs,
one needs to follow the money
Philip Clarke
Australia currently pays some of the
highest prices in the world for generic
medications that are available through
the Pharmaceutical Benefits scheme.
Generic drugs are those therapies that
been available for more than 20 years,
so the patent which gives the original
developer exclusivity has expired. this
allows other manufactures to supply a
bioequivalent version of the drug. Badly
designed policies mean that Australia
currently pays up to 20 times more than
what it costs in the rest of world for
many of these drugs.
Dramatic declines in price are common
with many high volume manufactured
products. take the DVD player. When
introduced in 1997 it cost more than
$1,000, but within a few years most
models could be purchased for as little
as $50. similarly prices for common
generic pharmaceutical drugs should
typically be less than five per cent of
the original price, as they only need to
reflect the cost of manufacture and not
the resources required to develop, test
and gain the necessary approvals to
introduce a new drug.
over the past few years the
pharmaceutical industry has been sliding
down a “cliff” as many patents expire on
blockbuster drugs such as Atorvastatin
for high cholesterol and the antipsychotic
olanzapine. Governments in most other
developed countries have chosen to take
a dividend from this lack of technological
change by quickly reducing prices to
benefit taxpayers and consumers.
the figure below shows the wholesale
price per tablet for five generics.
Australia is clearly the odd country out,
as we are paying on average ten times
more than england, sweden and new
Zealand for these drugs. so, for example,
for Atorvastatin we pay $1.28 per tablet,
while the Governments overseas pay
between 6 cents and 31 cents for the
same drug.
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the cost to the taxpayer and consumer
of these prices is very high. Just these
five drugs cost taxpayers and consumers
around $1.08 billion last year, so if we
had paid world prices many hundreds
of millions of dollars would have been
saved. making savings on generics frees
up funds to list new drugs and widen the
use of some existing medications. for
example, a recent analysis combining
evidence from clinical trials on statins,
the most common type of cholesterol
lowering medications, indicates that
people even at low cardiovascular risk
would benefit from taking these drugs. if
we can cut the prices from around $40
to less than $5 per month then many
more Australian should be taking them.
the high generic prices directly impact
on consumers’ pockets. Take for
example a person who is not eligible for
a concession card. for this person, the
cost of one year’s supply of one of the
commonly used cholesterol lowering
drugs, simvastatin (40mg), in Australia is
around $275 (i.e. 12 months at $22.78 per
month). to put this into perspective, in
the United States a year’s supply of the
same drug could be purchased from a
retail pharmacy for only $60.
Why are generic drugs so expensive in
Australia? the price of pharmaceuticals
in Australia is governed by an
agreement the Government struck with
peak pharmaceutical industry body
medicines Australia back in may 2010
which is known as memorandum of
understanding (mou). in return for some
modest cuts of up to five per cent in
the price of generics and a mechanism
for slowly decreasing the price of these
older medications, the Government
agreed to no further price reductions of
any PBs medications until July 2014.
Could these problems have been
foreseen at the time the Government
signed the agreement? unfortunately,
yes. several Australian academics
including myself had published
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articles prior to the signing of the
mou highlighting the problem of high
priced generic drugs. Just after the
announcement of the mou, i published
an article in The Australian indicating it
was a very bad deal for taxpayers and
consumers.1
one of the most important sections
of the MOU was the Government’s
commitment to make no further price
reductions over a four year period,
so the mou involves the purchase of
around $36 billion dollars’ worth of
pharmaceuticals over its four year
duration. to put this into perspective,
the one-off cost of purchasing or
constructing submarines to replace the
Collins Class has been estimated to be
around the same amount and this will
be subject to an extensive procurement
process.
even after the signing, there is
surprisingly little justification or
evaluation of the mou. A Department
of health and Ageing website has
an explanation that is just a few lines
long. it mentions the “need to provide
some certainty about pricing policy
for the Australian pharmaceutical
industry”, while giving Australians access
through the PBs to a wide range of
pharmaceuticals “at the lowest possible
prices for consumers”.
When trying to understand Australia’s
generic pricing policies it is perhaps best
to follow the money.
Besides the pharmaceutical industry,
have there been any other beneficiaries
from the current pricing arrangements?
Yes, pharmacy owners who benefit
greatly from selling high priced generics,
as wholesale suppliers generally offer
large discounts to pharmacists and
they get to keep them. so for example,
each time a script of atorvastatin
(40mg) is dispensed the Government
would pay $38 to the pharmacist to
cover the wholesale cost of the drug.
if the pharmacist actually purchases

generic atorvastatin for $10 they keep the
extra $28 per script flowing from discounts.
Pharmacy owners already make on average
around $600,000 per year through the fifth
Community Pharmacy Agreement. each
billion dollars in discounts translates into an
additional $200,000 per pharmacy – what
additional services are they providing to
justify these payments from Government?
With an election in september, hopefully
our politicians will be queuing up to make a
promise that all Australians will pay prices
equivalent to the rest of the world for our
generic medications after July 2014.
Professor Philip Clarke has recently joined
the School of Population Health at the
University of Melbourne. He has had previous
appointments at Oxford University and the
University of Sydney.

Originally published in
Clarke, P. 2013 ‘Letter to
the Editor: The pricing of
statins and implications for
Pharmaceutical Benefits
Scheme expenditure’,
medical Journal of
Australia 198(5):260.

1 Clarke, P. 2010 ‘Drug deal costing billions: medicines
Australia’, The Australian 15 may 2010. Available online at
http://www.theaustralian.com.au/news/health-science/
drug-deal-costing-billions-medicines-australia/storye6frg8y6-1225866384337. Accessed 8 April 2013.

Would automating the PBS
Safety Net help to address
consumers’ out of pocket costs?
Anna Kemp

Why do we have a PBS
safety net?
our Pharmaceutical Benefits scheme
(PBs) subsidises prescription
medicines for all Australians. however
high the actual price of a medicine,
consumers pay a maximum of $5.90
per prescription if they have a health
care card, and up to $36.10 otherwise.1
even with PBs subsidies, out of pocket
charges can be a financial burden to
consumers – particularly those with one
or more chronic illnesses.2
Consider a person with three commonly
co-occurring conditions: acute coronary
syndrome (a form of heart disease),
asthma and osteoarthritis.3 the
management of these three conditions
typically requires eight different
medicines,4 at a cost of approximately
$46 each month with a health care card

or $211 per month without.5 the ongoing
burden of these out of pocket costs
can be high and is compounded when
chronic illness affects multiple family
members.6

How does the safety net
scheme work?
Consumers become eligible for the
safety net once their out of pocket
spending on PBs medicines, as an
individual or family, reaches a specified
threshold. the safety net thresholds
increase annually but are currently
set at $354 for people with a health
care card and $1,390 otherwise.7 once
these thresholds are reached, people
with a health care card are entitled
to free PBs medicines for the rest of
the calendar year and those without
a health care card are entitled to pay
$5.90 per script for this period.8 the
abovementioned person’s monthly PBS
costs would fall by $46 a month with

a health care card, or by $165 without.
Clearly, the safety net provides financial
relief for chronically ill consumers.
the problem with the current safety
net arrangements is that consumers
don’t necessarily receive the safety net
discounts they are entitled to.

A hole in the safety net?
under the current system, the onus is
on the consumer to monitor their PBs
spending and entitlements.9 Consumers
need to obtain a PBs recording card
from a pharmacy and use this to track
their PBs spending. the consumer
needs to determine when they reach the
annually-changing threshold and then
apply for a safety net card.10 this safety
net card then needs to be presented at
the pharmacy each time a script is filled
to receive the safety net discount.11 this
can be a complex process to navigate,
particularly for those who are already
dealing with chronic illness.
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medicare safety net. instead, they simply
find they have a smaller gap (or no
gap) to pay their health care provider
once the medicare safety net threshold
has been reached. this arrangement
ensures that no one misses out on their
entitlements.

Consumers entitled to safety net
discounts do not get them unless they
know what records to keep and how
to apply for the safety net, or unless
they have a pharmacist who does these
things on their behalf. the individuals and
families most likely to be missing out on
their safety net entitlements are those
with the greatest health problems, without
a regular pharmacy, and who have scripts
collected by multiple individuals (such as
carers or other family members). these
arrangements particularly disadvantage
consumers who are not well-informed
about the PBs.

Consumer feedback on PBS
entitlements
the university of Western Australia
(uWA) school of Population health
has a joint Consumer and Community
Participation Program with the telethon
institute for Child health research.
this Program has established extensive
consumer and community links with
people who have a keen interest in the
quality use of medicines. A community
forum about medicines costs was held
in september 2011 and was attended
by 61 consumers with a diverse range
of experiences and health conditions.
the forum was jointly organised and
facilitated by the Consumer Advocate at
the uWA school of Population health,
the health Consumers Council of WA,
and myself. the aim of the forum was
to gain feedback from the community
about their experiences of managing
the costs of prescription medicines and
ideas for health system changes that
would help them to manage.12
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feedback from the consumers was that
they found the costs of their medicines
difficult to bear. As a result many were
engaging in potentially harmful costmanagement strategies including pill
splitting, substituting prescription
medicines with cheaper over the
counter medicines, and cutting back
on non-health spending such as food
and social activities.13 some consumers
were aware of the PBs safety net and
noted their reliance on the subsidies
to afford their medicines in the later
part of the calendar year. however, the
majority of consumers were not well
aware of the rules governing the PBs,
or the programs and policies already in
place to ease the cost burden of their
medicines.
As a medicines researcher, this
community feedback was extremely
valuable. i do not use multiple medicines
and have not needed to go through
the process of applying for a safety net
card. Before the forum, my suggestions
for policy makers focussed on avoiding
future increases in consumer out of
pocket charges. one of the key policy
recommendations emerging from this
community forum was that consumers
be given greater information about their
existing PBs entitlements and improved
access to them.14

Automating the PBS safety net
our parallel health subsidy system
– the medicare Benefits schedule
(mBs) – already has a fully automated
safety net system.15 Consumers do not
need to keep track of their spending
on medicare services or apply for the
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the Commonwealth Government
collects information about all PBs
medicines dispensed in the community,
including the medicare number of the
individuals they were prescribed to
and how much the consumer paid.
this information is used to monitor
community health service use and
needs, but it could simultaneously be
put to use monitoring consumers’ out
of pocket spending on PBs medicines.
Automation of the PBs safety net, as
already occurs for the mBs safety net,
would ensure that all eligible consumers
receive their full PBs entitlements.
Assistant Professor Anna Kemp is a
medicines use researcher at the University
of Western Australia School of Population
Health. Her work focuses on the
medication use in vulnerable populations,
the impact of PBS policy on quality use of
medicines, and medicines safety.
1 Department of health and Ageing 2013 ‘fees, Patient
Contributions and Safety Net Thresholds’, online at
http://www.pbs.gov.au/info/healthpro/explanatorynotes/front/fee. Accessed 27 march 2013.
2 essue, B., Kelly, P., roberts, m., leeder, s. and Jan s.
2011 ‘We can’t afford my chronic illness! The out-ofpocket burden associated with managing chronic
obstructive pulmonary disease in western sydney,
Australia’, Journal of Health Services Research and
Policy 16(4):226-231.
3 Caughey, G.e., Vitry, A., Gilbert, A. and roughead,
e.e. 2008 ‘Prevalence of comorbidity of chronic
diseases in Australia’, BMC Public Health 8:221-234.
4 Kemp, A., Preen, D.B., Glover, J., semmens, J. and
roughead, e.e. 2013 ‘impact of cost of medicines
for chronic conditions on low income households in
Australia’, Journal of Health Services Research and
Policy 18(1):21-27.
5 Department of health and Ageing 2013 ‘schedule
of Pharmaceutical Benefits, 1 March 2013’, online
at http://www.pbs.gov.au/pbs/home. Accessed 27
march 2013.
6 Kemp et al op. cit.
7 Department of health and Ageing op. cit.
8 Department of health and Ageing 2013 ‘fees, Patient
Contributions and Safety Net Thresholds’ Op. cit.
9 Department of health and Ageing 2013 ‘the safety
net scheme’, online at http://www.pbs.gov.au/info/
healthpro/explanatory-notes/section1/section_1_5_
explanatory_notes. Accessed 27 march 2013.
10 ibid.
11 ibid.
12 Kemp A. 2011 Report from Health Issues Group
Community Forum on prescription medicines
costs. Health Consumers’ Council of WA and The
university of Western Australia, Perth.
13 ibid.
14 ibid.
15 Department of human services 2012 ‘medicare
safety net’, online at http://www.humanservices.gov.
au/customer/services/medicare/medicare-safetynet. Accessed 20 July 2012.

Equitable access to affordable health
services – the allied health case
Allied Health Professions
Australia
the allied health professions are
acknowledged as key contributors
to preventative and restorative
healthcare and yet consumers’ access
to their important services is impacted
by very restrictive caps on allied health
services under medicare and by low
medicare rebates.
Allied health professionals (e.g.
dietitians, exercise physiologists,
occupational therapists, orthotists,
speech pathologists, sonographers
etc.) are university qualified health
professionals with a minimum of four
years undergraduate study, with many
trained with a full fee paying masters
degree. Almost all would graduate with
a substantial heCs debt.
under medicare the common rebate
for an allied health service is $54
for ‘a minimum of 20 minutes’. First
consultations require a substantial
amount of time to gain sufficient
information to provide effective
assessment and planning of a
treatment program – for example, a
typical first consultation by a dietitian
would be for a minimum of 45 minutes
but may extend to 90 minutes in
complex cases. many allied health
treatment sessions require much more
than 20 minutes. Beyond the actual
consultation with the consumer there
is also the time required to write up
patient files and letters to doctors.
if the allied health practitioner were
to bulk bill they would receive $54
– from which they must pay tax,
superannuation, rent, telephone, it
expenses, insurance and if they employ
staff, wages. if they were lucky they
may have $20 per hour for their time.
thus unfortunately for consumers, few
allied health services are bulk billed and

consumers are faced with paying the
full fee (initial consultations based on an
hour service average $120 - $150). After
claiming the medicare rebate, their out
of pocket expenses are considerable.
many consumers simply cannot afford
to see an allied health professional in
private practice.
Although rebates for most medicare
services are increased by around one to
1.5 per cent annually, patient rebates for
diagnostic imaging services provided by
sonographers have not been adjusted
since 1998. this has resulted in the
reduction each year of patient rebates
in real terms and the increase of patient
payment gaps.
Private health fund rebates vary from
fund to fund for different allied health
professions. As well as bearing the
out of pocket expense associated with
each consultation, the consumer is also
faced with variable annual limits (often
in the range of $300-$600) and thus
access to the health fund rebate for
a particular allied health service can
quickly be exhausted.
for one allied health profession in
particular, orthotists, private health
funds do not cover the time spent by
orthotists in assessment, prescription
of the custom-made orthoses, fitting
and review of the orthoses. they only
provide a rebate on the orthosis – thus
leaving the consumer in the position of
self funding these expenses.

across the whole range of health
services – including allied health.
Article by Claire Hewat, Chief Executive
Officer, Dietitians Association of
Australia; Rohan Wright, Chief
Executive Officer, Australian
Sonographers Association; Leigh
Clarke, Executive Officer, Australian
Orthotic Prosthetic Association and Lin
Oke, Executive Officer, Allied Health
Professions Australia.
Allied Health Professions Australia
(AHPA) is the peak body representing
and advocating for the role of allied
health professions in Australia.
Collectively, organisations within
AHPA represent almost 60,000 health
professionals. Each organisation has
internal systems and networks for
liaising with its members, ensuring
that AHPA has input from health
professionals right across Australia
who together provide extensive
expertise. Current AHPA membership
represents the following professions:
Audiologists, Chiropractors, Dietitians,
Exercise Physiologists, Music
Therapists, Occupational Therapists,
Orthoptists, Orthotist/Prosthetists,
Osteopaths, Pharmacists, Podiatrists,
Perfusionists, Psychologists, Social
Workers, Sonographers, Speech
Pathologists, Diabetes Educators and
Practice Managers.

Allied health professionals are like any
other highly qualified professional. they
expect a reasonable income in return
for years of study and the application
of specialised skills. they care about
their patients but they also need to feed
themselves and their families and pay
their own bills. Allied health Professions
Australia argues that there needs to be
a more equitable provision of rebates
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Informed financial consent
— do consumers know what
they will have to pay?
Maiy Azize
With out of pocket costs rising,
informed financial consent is becoming
increasingly important for consumers.
informed financial consent (ifC) is
the process of informing consumers
of the costs and out of pocket
expenses associated with their
healthcare, and gaining their consent
to provide treatment. Put another
way, ifC is financial decision-making
after consideration of all the relevant
information.
this information, and how consumers
use it to make decisions, can have
a major impact on out of pocket
costs. the Ipsos Informed Financial
Consent Surveys, commissioned by the
Department of health and Ageing, show
that consumers face significant hospital
costs and specialist gap fees that they
are not always prepared for. the survey
results also show that unexpected
expenses are most prevalent in
relation to anaesthetics, pathology
and radiology, with many consumers
surprised at the out of pocket costs they
incur in hospital.
All of this goes some way to explaining
why many consumers don’t know what
they’ll have to pay – and why over
13,000 cost and ifC-related complaints
are made each year to Australian health
care complaints handling bodies.

The need for a national
standard
Chf is exploring the issues surrounding
ifC through a project on informed
consent funded by the Bupa health
foundation. Consumers consulted
by Chf have reported a range of
experiences with ifC, but most believe
there is room for improvement.
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many of the people we have spoken
to have told us they are unhappy with
their experiences, pointing to a lack
of written information, being given a
limited range of treatment options
and not getting an opportunity to have
follow-up discussions with clinicians.
Another major concern for consumers
is the variability in ifC processes,
with no consistent approach to ifC
across Australia.
ipsos survey results show that ifC rates
vary between jurisdictions and even
between medical specialities, creating
confusion for consumers. With no
national regulations or laws requiring
healthcare providers to obtain ifC
before providing treatment, it is easy
to understand why the experiences of
consumers vary.
some commentators believe that the
Health Legislation Amendment (Gap
Cover Schemes) Act encompasses
ifC by requiring that consumers be
informed of known-gap agreements.
however, the Act does not require
providers to give information about
fees and costs in writing, to advise
consumers of their treatment options
or even to inform consumers of the
range of costs that may be associated
with one course of treatment.
there are voluntary ifC guidelines and
standards for clinicians, such as those
developed by the Australian medical
Association, but these are linked to
voluntary membership of professional
associations. it is also not clear whether
these are enforced, or whether providers
face sanctions if ifC is not obtained.
to improve consistency, consumers
participating in CHF’s consultations
recommended the development of a
national ifC standard. this would be a
first step in ensuring that ifC becomes
a routine part of treatment.
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What a national standard
would include
Consumers have been consistent in
their feedback on the information
they need to provide consent – they
want to receive the information about
all procedures associated with their
treatment and their costs. As well as
the costs associated with the treatment,
this means providing information on
additional costs such as aids, homecare,
transport, and possible unexpected
costs. if accurate costs cannot be
provided, a range of possible costs is a
good alternative.
in our consultations, consumers
have emphasised the importance of
information on overall costs as well as
out of pocket expenses. for example, in
relation to private hospital treatment,
consumers need to know both the total
cost of the treatment, how much of this
will be covered by their health fund, and
any subsidies or further assistance that
may be available for their treatment.
While many ifC resources focus on
providing consumers with information
about the total cost of a treatment,
this information alone does not enable
consumers to make an informed
decision about the affordability of the
treatment for them.
to make truly informed decisions,
consumers also need to be given all of
their treatment options and information
about the costs of alternative
procedures. this may involve providing
consumers with information about the
costs of hospital treatment compared
with treatment in a day clinic. in some
cases, this could mean that consumers
require further information about the
relationship between the cost and
quality of their treatment options. for
example, in providing information about
public alternatives to private treatment,

consumers may also need to be
informed that these do not incur
any costs but often result in longer
waiting times.
Critically, consumers have told Chf
that they want information on the cost
of possible as well as likely services.
Possible costs and expenses may be
incurred as a result of complications
and unexpected events, such as longer
hospital stays and additional tests. it
may also be necessary to explain the
interface of the private and public
systems, especially where there are
implications for transfers between the
two sectors.
Chf is investigating how best to
develop a national ifC standard that
covers these issues and advances the

project’s recommendations. We are
also looking at developing resources
for consumers, such as an app or a
website, which would provide standard
information and prompt questions.
the consumers we have consulted are
realistic about what a standard will
achieve – they know that it won’t always
be possible to get specific figures
before undergoing treatment, and
that improving ifC processes may not
reduce healthcare expenses. But they
also understand that when done well,
ifC can improve transparency around
out of pocket costs.
Maiy Azize is CHF’s Policy Manager.
She joined CHF in 2009 and has worked
across a broad range of policy and
project areas. Maiy is a PhD candidate
at the Australian National University.
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