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 Briefly describe the Australian health care system 

 A mix of public welfare (e.g. UK National Health Service = welfare state model) and private 

market (e.g. USA = market model) provision 

 Three levels of government which provide some form of healthcare 

o Federal/Commonwealth 

o State/Territory 

o Local 

 Understand the core principles of Medicare 

 Medicare was introduced in 1984 by the Federal Hawke Labor Government 

 A compulsory, universal, health insurance scheme, based on the principle of equal access for all 

Australians 

 All Australians are eligible 

 Funding is primarily financed through taxation (income, GST, progressive Medicare levy on all 

taxpayers) 

 Medicare is divided into two parts: 

o Funding of public hospitals – managed by State and Territory Governments who receive 

40-50% of total costs from the Commonwealth 

o Direct payments to primary care services (GPs, medical specialists, some nurses and 

allied health professionals) – under direct control of the Commonwealth 

 Be aware of the different levels of government that provide health care 

 Medicare and the states: the organisation of hospitals 

o Prior to 2011, the Federal Government transferred funds to states/territories to manage 

public hospitals  tension between two levels of government 

o States and territories must provide free in-hospital and ambulatory care to all citizens in a 

timely manner, including all emergency or hospital outpatient care as well as elective 

surgery and medication needed by patients during admission 

o Changes under the National Health and Hospital Agreements (2010-11) shift 

management of public hospitals from one between the Federal, State and Territory 

Governments to agreements that now include regional health networks or Local Hospital 

Networks (LHN) 

o Funding is still provided by the Federal Government at a level of up to 50% by 2017. The 

states and territories will continue to provide the balance of funding. Their role will 

include: 

 System-wide public hospital service planning and performance 

 Purchasing of public hospital services 



 Planning, funding and delivering capital 

 Planning, funding (with the Commonwealth) and delivering teaching, research 

and training 

o Where previously, hospitals were managed by states/territories, this is now done by the 

LHNs. State governments will negotiate service agreements with these regional 

authorities, but the Commonwealth will direct funds to the LHN 

 Medicare and the Commonwealth: primary and community care 

o The Federal Government provides direct funds for payment of medical practitioners, 

some optometrists’ procedures a limited number of allied health services under the 

direction of a GP (e.g. psychology, social work, counselling, nurse practitioner services, 

midwives) 

o Through Medicare, all Australians are eligible for a rebate of up to 85% of the scheduled 

fee set by Medicare for any consultation with a GP of choice, or by a medical specialist 

when referred by a GP; this leaves the patient with a co-payment of 15% plus any 

additional charges by the medical practitioner 

o The Medicare Safety Net (MSN) reimburses individuals or families, regardless of income, 

at 100% for the 15% gap fee, once a threshold has been reached 

o Where the doctor only charges the schedule fee, this is ‘bulk-billing’; the patient does not 

pay a gap fee and the medical practitioner receives 85% of the scheduled fee 

 Commonwealth support for medicines: the Pharmaceutical Benefits Scheme (PBS) 

o The federal government determines those medicines that come under the PBS, the price 

paid to the drug company, and the cost to the patient 

o PBS is a co-payment scheme where the Commonwealth pays around 83% and the 

patient pays the remainder. Patients with low incomes and healthcare cards pay one rate 

for each prescription, while the remainder of the population pays a higher rate 

 Local government and healthcare 

o Often includes public health measures e.g. garbage collection, sewerage and the 

maintenance of food safety standards 

o Local governments are focused on health and wellbeing planning because local 

governments are so critical to the creation of health and prevention of illness 

 Be familiar with some of the recent health care reforms 

 The establishment of a statutory independent funding body to distribute the money (National 

Hospital and Network Fund) 

 An Independent Hospital Pricing Authority (IHPA) 

 A move to ‘casemix’ or activity-based funding across all jurisdictions with the establishment of an 

‘efficient price’ payment mechanism for the services provided 

 The establishment of an expert panel of clinicians to ensure a high level of standards of 

healthcare 

 A mechanism for increased transparency in reporting hospital performance 

 



Lecture 1 (Week 1): Introduction to the Australian Health Care System 

 Health care system 

 All the activities whose primary purpose is to promote, restore, or maintain health 

 Politics of healthcare in Australia 2016 

 General consensus that current arrangements are unsustainable 

 Therefore, need for significant reform: 

o National Health & Hospital Reform Commission (‘Bennett Report’) 

o Introduction of Local Health Districts and Medicare Locals (PHC organisations) 

o Less emphasis on acute/institutional care and more emphasis on keeping people out of 

hospital 

o Consumer at the centre (patient-centred care) 

o Blurring of professional boundaries e.g. concept of ‘sophisticated nursing’ 

 Issues for governments 

o Commonwealth/State relations 

 Who should be responsible for what? 

 Vigorous current political debates 

o Powerful interest groups/electoral cycles 

 Nurses 

 Medical practitioners 

 Allied health 

 Hospitals 

 Health insurers 

 Pharmaceutical 

companies 

 Governments 

(including health 

departments) 

 Bureaucrats 

 Consumers/patients 

 Health educators 

 Media 

o Health insurance 

o Funding 

o Population health 

o Access and equity 

 Health in Australia 

 General level of health continues to improve 

 2011-12: 55.1% of all Australians aged 15 and over considered themselves to be in 

‘excellent/very good’ health and another 30.3% in ‘good’ health 

 One of the highest life expectancies in the world 

o 84.3 for girls, 79.7 for boys born in 2012 

o 84.1 for men aged 65 in 2012, 87 for women aged 65 in 2012 

o Indigenous people: 10.6 years less for males, 9.5 years less for women 

 Socioeconomic disadvantage associated with shorter lives, more disease 

 ATSI peoples 

o Less likely to be healthy, die younger, more disability 

o Gap between ATSI and non-ATSI is widening despite some gains 



o Gap in mortality between infants is narrowing 

 Rural and remote 

o Likely to have shorter life, higher morbidity and disease risk 

o The further away from big cities, the less healthy people are likely to be 

 Positive health trends 

o Longer life expectancy 

o Lower death rates for cancer 

o Fewer heart attacks and strokes 

o Asthma and injury deaths decreased 

o Vaccination rates improving 

o Smoking rates falling 

 Negative health trends 

o Chronic and lifestyle disease rates increasing 

o Overweight and obese – 63% in 2013 

o Not eating well – only 5% of Australian adults reported eating recommended daily intake 

of fruit and vegetables 

o Drug and alcohol problems 

o Increasing dementia rates 

o MH disorder rates increasing 

 Burden of disease 

 Total Australian population: 

o NCDs account for 85% of ill health 

 Cancer 16% 

 Musculoskeletal 15% 

 CVD 14% 

 MH 13% 

o Injuries account for 10% 

o Communicable, neonatal, maternal, nutritional disorders 5% 

 T2D expected to be leading cause of disease burden by 2023 

 Incidence of treated end-stage kidney disease increasing 

 Diabetes on the rise 

o ~1 million people aged 2+ with diagnosed diabetes in Australia (likely to be an 

underestimate) 

o Rate of self-reported diabetes has more than doubled, from 1.5% to 4.2% of all 

Australians between 1989-90 and 2011-12 

 Fatal burden – quantifies the amount of life lost due to people dying early i.e. people who died 

before the life expectancy for their age; measured in “years of life lost” (YLL) 

o ~143 500 deaths in Australia in 2010 

o Five leading disease groups (make up 81% of all fatal burden in Australia) 

 Cancer 35% 



 CVD 23% 

 Injuries 13% 

 Neurological 6% 

 Respiratory 5% 

 Other 19% 

 The Australian Health Care System 

 “Pluralistic, complex and loosely organised” (AIHW) 

 Split responsibilities 

 Dynamic – changing in response to perceived needs and stakeholder influence 

 A “web of services, providers, recipients and organisational structures” (AIHW) 

 A complex set of arrangements involving multiple providers, funders, participants and supporting 

mechanisms 

 Although not seen as strictly part of the healthcare system, many other government and NGOs 

play a role in influencing health 

 Divisions of responsibilities 

o Two-tier healthcare system 

o Different governments/political parties have different views about how the split between 

private public responsibilities for healthcare should be arranged 

o In Australia, all political parties are in favour of sharing the responsibility between public 

and private sectors 

 Public: Government 

o Commonwealth 

 Medicare – services provided by GPs, medical specialists, basic hospital care 

 42% of public hospital services 

 Public health activities e.g. health promotion campaigns 

 ACCHS 

 Subsidies to private hospitals (PHI rebate) 

 Planning and developing a range of national health and welfare policies 

 Laws about pharmaceutical, sickness and hospital benefits, medical and dental 

services 

 Overall responsibility for healthcare of veterans 

 Health research (NHMRC) 

o State 

 Community health services 

 >50% of public hospital services 

 43% public health activities 

 62% patient transport 

 Provision of healthcare services 

 Health departments delegate responsibility for healthcare administration and 

management to regional or area authorities 



 Regional authorities (LHDs) take responsibility for everything to do with the 

provision, administration and management of healthcare services in that area 

o Local 

 Environmental control 

 Personal preventive programs e.g. immunisation, community health centres, 

infant health services 

 Home care services 

 Private: NGOs 

o 2011: 47% with some sort of private health insurance 

o Earlier Federal government initiatives to increase memberships: 

 Tax levy of 1% for high income earners 

 30% rebate on premiums ($3.6 billion in 2007-08) – 31.3% of private health 

expenditure 

 April 2005: rebate for people aged 65-69 years increased to 35% of the premium, 

and for people aged 70+ it increased to 40% of the premium 

o 2012 rebate means tested 

o Covers: 

 Range of hospital services 

 Dentistry, physiotherapy, podiatry, pharmaceuticals and optician services 

 Some preventive and CAM services 

 Navigating the healthcare system 

 Can be extremely complex and challenging for many peoples/patients 

 Most enter through GP visits 

 Referrals needed to access specialist services 

 Medicare Locals – changed now to Primary Health Networks 

o PHNs have been established with the key objectives of increasing the efficiency and 

effectiveness of medical services for patients, particularly those at risk of poor health 

outcomes, and improving coordination of care to ensure patients receive the right care in 

the right place at the right time 

 Levels of health care 

 Primary health care – philosophical approach that underpins all care initiatives 

 Primary care – first point of contact 

 Secondary care – medical specialist care 

 Tertiary care – advanced level specialist care in hospital 

 Healthcare Expenditure 

 Total expenditure including public and private sectors 2011-12 

o $6230 per person (including out-of-pocket) 

o 9.5% of GDP (increased from 7.5% in 1995-6) 

 What is driving health costs 

o Population growth 



 1.6% growth per year 

 Upwards pressure on costs 

o New technologies 

 New diagnostic and treatments 

 New pharmaceuticals 

o Population ageing 

 Costs increase in older ages 

 20 times higher per person 

 Health expenditure 

o Public hospitals 42 billion 

o Private hospitals 11.5 billion 

o Primary care 50.6 billion 

 Medications 18.8 billion 

 Medical services 9.7 billion (primarily GP) 

o Capital expenditure 7.9 billion 

o Specialist medical services 14.2 billion 

 Expenditure on public health 

o Public health: the organised response by society to protect and promote health, and to 

prevent illness, injury and disability. The starting point for identifying public health 

issues…and for designing and implementing interventions, is the population as a whole, 

or population subgroups (AIHW 2006) 

o Core activities: 

 Communicable disease control 

 Health promotion 

 Immunisation programs 

 Environmental health 

 Food standards and hygiene 

 Breast cancer screening 

 Cervical screening 

 Prevention of hazardous and harmful drug use 

 Public health research 

 Hospitals 

 Hospital performance indicators 

o Cost per case-mix adjusted separation – indicator of efficiency (activity-based funding) 

o Waiting times for elective surgery – indicator of access 

o ED waiting times – indicator of responsiveness 

o Hospital separations with an adverse event – indicator of safety 

 753 public hospitals 

o 56 582 acute beds 

o Provide 94% emergency services 



o Provide 97% outpatient services 

 592 private hospitals 

o 24 326 acute beds 

o 2 our of 3 hospitalisations involve elective surgery 

 Medicare 

 A universal system of health insurance which covers all people normally resident in Australia, 

except for foreign diplomats, for: 

o Public hospital services including accommodation 

o Most medical and some dental and optometry services for private inpatients and most 

patients outside hospital (e.g. GP) 

 A financing system – provided 15% Australian government’s total health spending 2009-10 

 Funded by a levy on taxable income 1.5% (originally 1%) 

o 1997: a further surcharge of 1% levied on high income earners without private health 

insurance 

o 2012: 1.25% and 1.5% surcharge (scaled according to income levels) for high income 

earners without private health insurance 

 Advantages: 

o Equity through income-based contribution 

o Equity of access on the basis of medical need 

o Handling equity at contribution end rather than user end 

o Welfare problems handled discretely 

o Cost containment 

 Bulk billing 

 Central to Medicare 

 Cost containment and equity of access 

 Patients assign their entitlement to a Medicare benefit to the treating practitioner (sign a Medicare 

form) 

 That practitioner is then reimbursed by the government the set Schedule Fee for that service and 

accepts the benefit as full settlement of the account 

 Initially no additional fee could be charged (no co-payment); now co-payment is acceptable and 

widespread 
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 Healthcare is a fundamental human right; governments are obliged to ensure that populations have 

the opportunity to access adequate and appropriate PHC at times of need 

 Equitable PHC access is a central goal of health systems locally, nationally and globally 

o E.g. in Australia, the National Health and Hospital Commission’s Report and the National 

Primary Health Care Strategy identify the improvement of equity of access to PHC as a 



priority area within the current reform agenda 

 Despite extensive literature on health care access, consensus is yet to be reached on how best to 

define this concept; access is a complex, multidimensional concept 

 There is a lack of agreement about the definition on the concept of access and the terms used to 

describe the dimensions of access creates confusion for policy-makers and hinders their ability to 

ensure that policy responses are targeting the problem of access adequately 

 Main dimensions of access and key features of existing policies 

o Availability – the volume and types of PHC services and facilities in relation to the healthcare 

needs of the population 

 Over-reliance on internationally trained graduates 

 Training policies have long lag time 

 Lack of national coordination 

 Limited efforts to reduce attrition or improve productivity 

 Limited policy attention to non-doctor PHC professions 

 Training generalists to enhance workforce flexibility 

o Geography – the ability and ease with which populations can transcend distance between 

their location and that of the services needed 

 Comprehensive targeting of training pipeline, but long lag 

 Targeting of current providers restricted by provider type 

 Consumer mobility unaddressed 

 Lack of adherence to medical school rural entry quotas 

 Incentives linked to geographical classification system rather than existing provider 

distribution 

o Affordability – the ease with which consumers can meet the total costs for needed 

healthcare, including upfront payments and indirect costs 

 No price ceiling on consults 

 Indirect PHC costs not addressed 

 Upfront payment precedes safety net claims 

 MBS rebate links to provider type 

 Fees weakly linked to ability to pay 

o Accommodation – the way in which PHC resources are organized in relation to consumer 

ability to contact, gain entry to and navigate the system at times of need 

 Eligibility gaps 

 Lack of funding and incentives for electronic connectivity for non-GP PHC providers 

 Medical Locals focus on better integration of PHC 

o Timeliness – the extent to which PHC is sought, offered and received within a time frame 

that is considered optimal in terms of achieving the best consumer health outcomes; the 

degree of separation by time between health care providers and health care consumers 

 Lack of performance measurement and incentives to improve 

 Current move to new after hours arrangements (Medicare Locals) 



 Risk that an added layer of bureaucracy further delays care 

o Acceptability – relates consumer attitudes and beliefs about their health to the personal and 

practice characteristics of providers (e.g. age, gender, religion) 

 Private delivery of PHC and lack of direct incentives or disincentives limit possibility of 

community participation 

 Medicare Locals are not scoped to address community participation 

o Awareness – refers to the communication of health and health system information between 

health services and consumers 

 Limited policy reducing PHC system complexity and health literacy demands on 

consumers 

 Policy targets improving provision of health and health service information using 

different media and improving literacy especially among high risk individuals 
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 What is Health Policy? 

 Generally, ‘health policy’ embraces courses of action that affect the set of institutions, 

organisations, services and funding arrangements that we have called the healthcare system 

 It includes actions or intended actions by public, private and voluntary organisations that have an 

impact on health 

 Includes political party policies that may be translated into government action at a later stage. 

Thus, policy may refer to a set of actions and decisions or to statements of intentions 

 Government policy includes what governments say they will do, what they do and what they do 

not do 

 Types of Public Policies 

  ‘Public policies’ is used when we are dealing with policies for which governments are primarily 

responsible. Public policies are carried out in the name of the people as a whole, with public 

resources and affecting public interest  

 Four distinct ways in which public policies are perceived to affect individuals and organisations: 

o Distributive policies – consist of the provision of services or benefits to particular 

segments of the population e.g. allocation of pensioners health benefit cards 

o Regulatory policies – involve the imposition of limitations/restrictions on the behaviour of 

individuals or groups e.g. legislations regulating behaviour of registered health 

professionals 

o Self-regulatory policies – generally sought by an organisation as a means of promoting 

its own interests as they may benefit organisations directly/indirectly e.g. the Australian 

Council on Healthcare Standards (ACHS) 

o Redistributive policies – consist of deliberate efforts by government to change the 

distribution of income, wealth, property or rights between groups in the population e.g. 


