3 Funding of health expenditure in
Australia

3.1 Broad trends

This section makes broad comparisons between government and non-government funding
(as described in Section 1.2). Sections 3.2 and 3.3 discuss in more detail the funding
arrangements within the government and non-government sectors. Chapter 4 provides an
analysis of funding of specific classes of health goods and services (including capital).

In 2005-06, government funding of health expenditure was $58.9 billion (67.8%), with the
Australian Government contributing $37 billion (42.9%) and state, territory and local
governments contributing $22 billion (24.9%). The non-government sector (households,
private health insurance and other non-government) funded the remaining $28 billion (32.2%)
(Tables 12 and 13). In current prices, from 2004-05 to 2005-06, Australian Government funding
of health expenditure increased by 4.7% ($1,675 million), state, territory and local
governments funding increased by 11.9% ($2,309 million) and non-government funding
increased by 6.8% ($1,771 million).

After allowing for inflation, real growth in Australian Government funding of health grew by
an average of 4.9% a year from 1995-96 to 2005-06, state and territory government funding
grew by 6.2% and non-government funding grew by 4.5% a year (Table 21).

In 2005-06, the Australian Government’s total funding grew, in real terms, by 0.7%, state,
territory and local governments funding grew by 7.6% and non-government funding grew by
2.9% (Table 21).

From 1995-96 to 2005-06, the relative shares of funding of total health expenditure remained
fairly stable for both the government and non-government sectors (Table 13 and Figure 5).
Around two-thirds of funding was provided by governments and one-third by
non-government.
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Table 12: Total health expenditure, current prices, by broad source of funds,
1995-96 to 2005-06 ($ million)

Government
Australian State/territory Non-
Year Government® and local Total government® Total
1995-96 16,847 9,037 25,884 13,162 39,047
199697 17,354 10,357 27,711 14,405 42,116
1997-98 18,852 11,332 30,184 14,618 44,802
199899 21,015 11,519 32,534 15,968 48,502
1999-00 23,183 12,969 36,152 16,290 52,442
2000-01 25,849 13,567 39,417 18,871 58,287
2001-02 27,700 14,564 42,264 21,184 63,448
2002-03 29,960 16,512 46,472 22,460 68,932
2003-04® 31,998 17,761 49,759 24,186 73,945
2004-05 35,554 19,337 54,891 26,233 81,125
2005-06 37,229 21,646 58,875 28,004 86,879

(@) Funding of expenditure has been adjusted for non-specific tax expenditures.

(b)  Due to changes in methods, care must be taken comparing 2002—-03 to 2003—-04 (see section 7.3 in the Technical
notes for further information).

Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.

The relative shares of health expenditure funding by the different levels of government varied
over the decade. The Australian Government contribution varied from a low of 41.2%in
1996-97 to a high of 44.3% in 2000-01 and ended at 42.9% in 2005-06 (Table 13). Over the same
period, the contribution from state, territory and local governments fluctuated between 23.1%
in 1995-96 and a high of 25.3% in 1997-98.

Table 13: Total health expenditure, current prices, by broad source of funds as a proportion of total
health expenditure, 1995-96 to 2005-06 (per cent)

Government Non-government

State/ Health Other non-

Australian territory insurance Individ- govern-
Year Government® and local Total funds uals® ment Total Total
1995-96 43.1 23.1 66.3 11.3 15.6 6.8 33.7 100.0
1996-97 41.2 24.6 65.8 11.2 16.4 6.6 34.2 100.0
1997-98 42.1 25.3 67.4 9.5 16.3 6.8 32.6 100.0
1998-99 43.3 23.8 67.1 7.9 17.2 7.8 329 100.0
1999-00 44.2 247 68.9 6.9 16.7 7.5 31.1 100.0
2000-01 443 23.3 67.6 7.1 18.0 7.3 324 100.0
2001-02 43.7 23.0 66.6 8.0 18.1 7.3 334 100.0
2002-03 43.5 24.0 67.4 7.9 17.3 74 32.6 100.0
2003-04 43.3 24.0 67.3 7.8 174 75 327 100.0
2004-05 43.8 23.8 67.7 7.4 17.3 7.6 32.3 100.0
2005-06 42.9 249 67.8 7.2 17.4 7.6 32.2 100.0

(@)  Funding of expenditure has been adjusted for non-specific tax expenditures.

Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.
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(a) Includes funding by injury compensation insurers.

Source: AIHW health expenditure database.

Figure 5: Total health expenditure, current prices, by source of funds as a proportion
of total health expenditure, 1995-96 to 2005-06 (per cent)

Health funding can also be expressed as a proportion of GDP. Over the decade from 1995-96
to 2005-06, the Australian Government increased its share from 3.3% to 3.9% of GDP. For
state, territory and local governments, the proportion increased from 1.7% to 2.2%.
Non-government sources increased their share of GDP from 2.5% to 2.9% (Table 14).

Table 14: Total health expenditure, current prices, by broad source of funds as a
proportion of GDP, 1995-96 to 2005-06 (per cent)

Government
Australian State/territory Non-
Year Government® and local Total government® Total
1995-96 3.3 1.7 5.0 25 75
199697 3.2 1.9 5.1 2.6 7.7
1997-98 3.3 2.0 5.2 2.5 7.8
1998-99 3.5 1.9 5.4 2.6 8.0
1999-00 3.6 2.0 5.6 2.5 8.1
2000-01 3.8 2.0 5.7 2.7 8.5
2001-02 3.8 2.0 5.7 29 8.6
2002-03 3.8 2.1 59 29 8.8
2003-04 3.8 2.1 59 29 8.8
2004-05 4.0 2.2 6.1 29 9.0
2005-06 3.9 2.2 6.1 29 9.0

(@) Funding of expenditure has been adjusted for non-specific tax expenditures.

Note: Components may not add to totals due to rounding.

Sources: AIHW health expenditure database and ABS 2007a.
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Total recurrent funding

In real terms, recurrent funding of health grew by an average of 4.8% a year from 1995-96
($48.4 Dbillion) to 2005-06 (($77.3 billion) (Table 20). The government sector’s recurrent funding
grew by 5.2% per year (from $31.8 billion in 1995-06 to $53.0 billion in 2005-06), while
non-government recurrent funding grew by 3.9% ($16.6 billion to $24.3 billion)

(Tables 18 and 19). These growth rates are similar to those for government (5.4%) ($33.5 billion
to $56.6 billion) and non-government funding (4.5%) ($17.4 billion to $27.0 billion) of total
health expenditure (Table 21).

Medications experienced the highest real growth in total recurrent funding between 1995-96
and 2005-06 (averaging 8.6% per year) ($5.0 billion to $11.4 billion). Private hospitals
experienced a growth of 4.5% ($4.1 billion to $6.4 billion) whereas medical services had a
growth of 2.6% ($11.3 billion to $14.7 billion) (Table 20).

Government funding

Between 1995-96 and 2005-06, the areas that attracted the most rapid real growth in
government funding were private hospitals (averaging 21.3% per year) ($381 million to

$2.6 billion) and medications (9.1%) ($2.6 billion to $6.1 billion) (Table 18). The growth in
government funding of private hospitals was mostly due to the Australian government
introducing subsidies for private health insurance. The increased use of private hospitals by
veterans funded by the Department of Veterans” Affairs (DVA) also contributed. During this
period total government funding of recurrent health expenditure grew, in real terms, at a
similar rate (averaging 5.2% per year) ($31.8 billion to $53.0 billion) to growth for total funding
of recurrent health expenditure (4.8%) ($48.4 billion to $77.3 billion) (Tables 18 and 20).

In 2005-06, public hospital services and medical services received the highest amounts of
government funding for recurrent expenditure ($22.5 billion and $12.2 billion respectively)
(Table 15). In contrast, dental services and other health practitioners received $995 million and
$711 million respectively.

Non-government funding

The areas that attracted the fastest real growth in funding by non-government sources
between 1995-96 and 2005-06 were medications, averaging 8.0% per year ($2.4 billion to
$5.2 billion) and medical services, averaging 4.5% per year ($2.0 billion to $3.1 billion)
(Table 19).

Non-government funding for private hospitals fluctuated over the decade with declines in
some years when government funding for private hospitals increased significantly, and
growth in other years —overall an average annual increase of 0.1% per year compared to an
average annual increase of 4.5% per year for all funding (Tables 19 and 20).

For the decade to 2005-06, total non-government funding of recurrent health expenditure
grew, in real terms, by 3.9% ($16.6 billion to $24.3 billion) compared with 4.8% growth
($48.4 Dbillion to $77.3 billion) for total funding of recurrent health expenditure

(Tables 19 and 20).

In 2005-06, medications and dental services received the highest amounts of non-government
funding for recurrent expenditure ($5.4 billion and $4.3 billion respectively) (Table 16).
Other health practitioners received $2.3 billion.
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(a) Public hospital services excludes dental services, community health services, patient transport services, public health and health
research undertaken by the hospital. Can include services provided off the hospital site such as hospital in the home dialysis or
other services.

(b)  Other health comprises patient transport services, administration and research.

Source: AIHW health expenditure database.

Figure 6: Recurrent health expenditure, by area of expenditure and source of funds, current
prices, 2005-06

24




4

‘aseqejep ainjipuadxa yjeay MHIY :92/nos
‘Buipunod 0} anp s|ejo} o} ppe jou Aew syjusuodwo) :8joN

'S90IAISS JBY)0 JO SisAjelp swoy sy ul [eydsoy se yons ayis |eydsoy
8y} JJo papinoid seoiAles apnjoul ued “leydsoy ayy Aq uayeuspun yoiessal yyesy pue yjeay olgnd ‘seoiaies podsuel) Juaed ‘SeoiaIes yiesy AJUnwiwod ‘SeiAIes [Bjuap sepnjoxa seolaes [endsoy olignd (4

"yoJeasal pue UoleASIUILIPE “0°8'U Y}|eay [euoln}isul-uou Jayjo ‘seoueldde pue spie ‘Yyeay olignd ‘yjieay Ajunwiwod ‘seoiales Lodsuel) jusied sesudwod yyesy oyl (8

‘yiieay Jayjo ur papnjoul Ajsnoiraid sem yoiym (Jusuodwod ABojoipne) seoinias Buleay jo Buipuny yHoQ pue siauonioeld yyeay Jayjo Joy Buipuny wAQ sepnjoul § L,0—000Z wol4  (p
‘lendsoy ey} Aq ueyepapun yoleasal yjjeay pue yyeay alignd ‘seoiates podsuel) Jusied ‘saoiAIas Yjeay AJunwiwod ‘sedlAIes [Blusp uo ainjipuadxe sapnjoul ainjyipuadxe [eydsoy olgnd (9
"Yyleay Jay3o Jo sjusuodwod yjeay olgnd pue Ajlunwiwod ‘saoinias Lodsuel) Juaiied pue [ejusp ‘sjejidsoy a1igqnd sjoaye yoiym $0—£00Z PUe £0—200Z Usamiaq
s99IAI8S [eydsoy a1ignd pue sjeydsoy 21jgnd Jo suoniuep 8y} Ul S8duUdIaYIp 0} anp sajes ymmolb [enuue abelane 90—-G00Z 0} 96—G66 L Y} WO} PaJIIWIO dJe Y}eay Jayjo pue sadlAlas [eluap ‘sieydsoy algnd  (q)
‘saln)puadxa xe} oi1oads-uou 1oy pajsnipe joN  (e)

98 o €6 8¢l o 9 0S¢ o 90—G00¢ 0} 96-566 1
G'8 col €e L'c 6 80} 0'8 €8 90—500¢ ©} ¥0—€00C
8'8 €0l 0Ll 6,1 6L 'S 9'ce YAVA €0—200¢ 0} 96-G661
ajel yymoub jenuue abesany
6'9 €V1°GS V'L 0586 L) 2119 80} L. 8L G66 9’9 6€2CL 6L 1GLC 06 6.¥°ce 90-500¢
Lo 61615 el ¥v6L'6  S'G 1509 6'v- L¥9 90l €26 €9l 68G°'LL '8 0SS°C L1 L€9'0C G0—100C
V. £¥8'9y o /118 86 GeL'S 1’6 69 o y€8 1’9 G96°6 L'g 15€°C o 29L'6l ¥0—€00¢
(SOInIBS Salas
lepdsoy a1qnd swy
ul yealg
gol 09ty L'l 0S.'. SO0l 6eT's 6'6 819 LS ¥8. 8V 06€'6 8'G¢ {3 24 L' v6S°LL €0—200¢
9’/ 99Y°6€ 99 8€6'9 G2 8cL'y V'L €99 60 A7) L1 856’8 V'L €8/°1 6L GG/'GL ¢0—100¢C
06 289°9¢ 2’6 6059 €¥¢ 16€'Y 2'€9 Ges Sy 699 194 0ze'8 9'8l 99°L 9'S 16V 10—000¢
Vb €99°ce c've 196'S €l 1€5°€ €8l ace o'Le 019 6L v.6°L 6'6€ 0¥l vy 9ze'el 00-6661
'8 §62°0€ 19 008y  ¥'0lL €60°C L'0C cle €6l 68Y 6'S 26€°L L'69 €00°} ¥'9 aveel 66—8661
'8 10082 2ol 8eY'y LT 208 L'l yxa4 9L 144% 6'¢ 1169 082 0€9 1’6 igaA" 86-.661
8’9 188'Ge 9V 280y S8 62LC 6'¢ €0¢ 90} y6€ € €LL'9 4 ¥G€ 68 Zr'LL 16-9661
o 6€C'vC o vo6'e - GL§C o S61 o 96¢ o 16¥°9 o S6¢ o L¥°0L 96-566}
%) (wg) %) wg) (%) (T I C72 R (TTT) I C7 R (TTT:) B (73 N (TTT) %) (wg) %) (wg) 1eoA
Uyimols junowy UIMOID  JUNOWY YIMOID Junowy YIMOISH Junowy Ymold junowly Yjmoldo junowy Yimols junowy ymols junowy
Buipuny juatindal (e)@U3IE3Y J3UI0 suonesIpay @m._w:o:_uom.a (@S92IAISS [BJUBQ  SBDIAIS [BDIPIN sjeyidsoy ajeaud Au.:ew_m:aw.u__ aligqnd

juawuianob [ejol yjeay 19430

90-500T 03 96-5661
‘sajer ymoi3 renuue pue ‘arnjrpuadxa Jo eare Aq ‘sad1id JUILIND “(r)2IM)Tpuadxd YI[eay JULIMIII Jo SUIpuUNy JUSWUIIA0Y) :GT d[qeL



9¢

‘aseqejep ainypuadxa yyeay MHIY :894n0S

‘BuipunoJ 0} anp S|ejo} 0} ppe jou Aew sjusuodwo) 80N

'S92IAJ9S JBYJ0 IO SISAjelp awoy ayj ul [eydsoy se yons ays [epdsoy

ay) o papinold saolaias apnjoul ued “[ejdsoy ayy Aq usyepapun yoleasal yjleay pue yyeay alignd ‘saoiaies podsuel) Jusied ‘SaoiAIas Yjeay AUNWWOD ‘SadIAI9S [BJUSP SapN[oXe sadlAIas [ejidsoy dlignd
‘yoJeasal pue uoljeJlsSiulWpe ©'9°8°U Yj|eay |euoiniiisul-uou Jayjo ‘saouelidde pue spie ‘yjeay olgnd ‘yjeay Ajunwwod ‘saoinias Jodsuel) Juaned sasudwod yyeay Jayio

"aJeD U)Im duop aq pjnoys

()
(a)

suosledwod o0s ‘90—-5002Z 0} ¥0—£00Z O} pasedwod se £0—z00Z PUB 96—G661 Usamiaq siauonioeld yjeay Jaylo jo Buipuny jJuswuisAob-uou sjewiss 0} pasn alom spoyaw alayld  (p)
‘|lendsoy ay} Aq usyeuapun ysieasal yjeay pue yjeay oliqnd ‘sadiaIas yjeay AJunwiwod ‘sadialas podsuel) Juaned pue |ejuap uo ainjipuadxa sapnjoul ainjpuadxa jeydsoy algnd  (9)
"yyeay Jayjo Jo syusuodwod yyesy olgnd pue ‘Ajunwiwod ‘seoiales Lodsued) Juaied pue [eyusp ‘siendsoy olgnd sjosye ysiym £0—£00Z PUB £0—2Z00Z Usamiaq
saoines |ejdsoy a1ignd pue sjejdsoy o1gnd Jo suoniuyep 8y} ul seduaiaylp 0} anp sajel ymoub [enuue abeiane 90—G00Z O} 96—G661 U} WOy PaRIWO aJe Y)eay Jayjo pue sadlAIas [ejuap ‘siepdsoy alignd  (q)
‘sainyipuadxa xej} oy1oads-uou Joy pajsnipe joN  (e)
V. o L'6 o o 0’6 [ o 90—S00¢ 0} 96—5661
* WA 29 8'8 G'8 L9 'S *h4 L'0c 90—S00¢ 0} ¥0—€£00¢
€/ 0oL col 69 €8 9'6 8l (04 €0—200¢ 0} 96—-5661
ajes ymoub jenuue abelany
69 9ve'se €9 €Ly €8 ¥8€'G 1'8 vee'e 6'Y ey L9 L9z'e L'y ze6'e 0'9¢ ov8‘lL 90-S00¢
18 L19'€T 29 L16°¢ el GLL'G 6'8 LGl 9'8 Ll'y 4 150°¢ 6V L11'€ Syl 09v'lL G0—¥00¢
V. 6€8°l2 o 689°¢ 8’2 LGSy o v.6°1 o L18'e gclL 1€6°C ol 109°¢ o G2 ¥0—€00¢
S99INIeS salles
[epdsoy o1jqnd auwn
ul yealg
[ L€€°0C G'6 ZLs'e €c 1zz'y el re’l 9’/ €25'¢ g9l 219 G0 TASTAS o€ L9€°L €0—200¢
8¢l 9ze6l 60— 802°¢c GGl Lze'y 181 1291 9'LL cle'e 0’6l £ve'e 9'€l ove'e 8¢l 80v‘L 20—-100¢
Z'Sl yrAWA* Sve L€2°€ 8¢l Ll 1’6 8.€°1L 6'€C 28L°C 9'8 ¥88°L 0¢ 1682 9'€lL 6v2'lL 10—0002
8'l G98'vl 10— 90¥°C 0L LlE'e (A4 €92°1L x4 ove'e 6’ veL'L €G- 008 90 660°L 00-6661
19 16SV1 o've 60¥'C 2’8 00 gl 1Al Ll 1612 09 €69°L Ve 956°'C 6'8 €60°L 66—8661
Sl 2SLel 8’ Zv6’l 9'GlL 1112 1'8— V.2l S0 91°C (] 09S°L g€ 820 [ ¥00°L 86—1661
L'6 avsel 29 806°I LclL zov'e 0'0C 98¢l 69 1512 0’8 g8yl 1’8 6eL‘e LC 890°I 16—9661
o Sly'eL o 161°1 o 4 44 o GGL°L o 110C o GlE) o 888°'C o LP0°L 96—G661
(%) (wsg) (%) (wg) (%) (wsg) (%) (wg) (%) (wsg) (%) (wsg) (%) (wsg) (%) (wsg) FCEYY
yimoun junowy YiMmols junowy Ymolo junowly Yimods junowy Yimolds junowly Ymols junowly Yimolds) junowly Ypmolds junowy
Buipuny juaiindal (o)@U3ESY 13UI0 suonesipap im‘_w:o_:«om‘_a (@S9DIAISS [BJUBQ  SBDIAIS [BDIPAN s|eyidsoy ajeAnd Au.:ew_m:aw.u__ aligqnd

juswuianoB-uou [ejo| yjeay 19430

90-500T 03 96-5661
‘sayer yymoi3 renuue pue ‘rnjrpuadxa Jo eare Aq ‘sad1ad JUILIMD “(rIMTpuadXxd YI[Lay JUSLINIAI Jo Surpuny JusWUIIA0S-UON] 9T d[qeL



yx4

‘aseqejep ainypuadxs yjeay MHIY :82.n0S

‘Buipunod 0} anp S[ejo} 0} ppe Jou Aew syusuOdwos dJoN

'S80IAI8S JBY)0 10 Sisk|elp swoy sy} ul [edsoy se yons ayis |eydsoy
8y} JJo papiroid seoiAles apnjoul ued “leydsoy ayy Aq usyeuspun yoiessal yiesy pue yyesay olgnd ‘seolaies podsuel) Juaned ‘Seolaes yiesy AJUnwwoD ‘SeoiAIes [Bjuap sapnjoxe seolales [ejdsoy olignd

'4oJEaSal PUE UONEJ)SIUIWPE “0'9°U Y)leay [euonnjijsul-uou Jayjo ‘sedueldde pue spie ‘yjeay alignd ‘yjeay Ajunwiwod ‘sadiales Jodsuel; juaned sasudwod yyeay sy

‘yileay Jayjo ur papnjoul Ajsnoiraid sem yoiym (Jusuodwod ABojoipne) seoinias Bulieay jo Buipuny yHoQ pue siauoiioeld yyeay Jayjo Joy Buipuny YAQ sepnjoul § “L0—000Z WolH

"aIe2 U}Im duop aq pjnoys

suosliedwod os ‘90—500Z 0} ¥0—£00Z O} paJedwod se £0—z00Z PUB 96—G661 Udamiaq siauonioeld yjeay Jayjo jo Buipuny juswulanob-uou a)ewisa 0} pasn aiom spoylow Juaiayig

‘[lendsoy ey Aq uexepapun yoleasal yjjeay pue yyeay alignd ‘seoinles podsued) Jusied ‘SaoiAles Yjeay Aunwiwod ‘sedlAIes [Blusp uo ainjipuadxe sepnjoul ainjipuadxe [eydsoy olgnd

‘yyieay Jayjo Jo sjusuodwod yjjeay odignd pue Ajunwiwiod ‘seoiaias podsuel) Jusijed pue seolales [eluap ‘siejidsoy olignd sjoage yoiym 0—£00Z PUE £0—200Z Usamiaq

s99IAI8S [eydsoy 21gnd pue sjeydsoy o1jgnd Jo suoniuyap 8y} Ul S8duUdIaYIP 0} anp sajel ymmolb [enuue abelane 90—G00Z 0} 96—G66 L Y} WOy PaJIWIO dJe Y)eay Jaylo pue sadiAlas [ejuap ‘sieydsoy aligqnd
‘sainjipuadxa xe} oyioads-uou oy pajsnipe JoN

(6)
()]
(a)

(p)
(9)

(a)
(e)

'8 o S'6 o o 0L L) o 90—S00¢ 01 96-G661
4] 06 LS 0L [AVi 9'6 6'S 1’6 90-500¢ 01 +0—€002
€8 2ol 90l 06 68 9 1’8 L €0—200¢ 01 96-G661
ajel ymoub jenuue abesany
69 68€°08 69 ¥10'vL 0¢ LOS‘LL '8 Geo'e 'S L€€°S 8'G 667Gl  9'G €890 L0l 6LEVC 90-500C
S'6 961°G.L LLL LLLEL 9'8 991°L1 ¥'S 26L°C 06 ¥90°G Sel 99Vl 29 12¢€'9 1’8 16022 S0—+002
'L 28989 e S08°LL 68 9820l e 6¥9°C e Y9y S 2062l  2Z'8 8G6'G e LEV0C ¥0—€00C
(5SOOINIDS soles
lepdsoy oljqnd awny
ul yealg
8'8 L¥6'€9 oLl 29T vy Y6 &4} 09 €L 90€‘y L 200zt v'6 ¥0S‘G sol 1968l €0—200¢
€6 26.'8S 4 arL 0l A 6¥0°6 LGl 681°C €9l y10v 8'6 Loz'LL Tl 620°G €8 €91°L1 20-100¢
60l 018°€S g9l Iv.L'6 L8l 8¢cl'8 1'0C  €06°L 961 zsv'e L'G v0z'oL 9L 125y 29 9v8'Gl 10—0002
1’8 8cs 8y L9l 19¢€'8 14’ 7589 vl G8G'lL Ll 988 €/ 80,6 29 Y0Z'v (% GZ6'vl 00-6661
. 268y 6L 602, €6 1609 (A4 €95°1L e 089 6'S S¥0'6 Z'8 656 99 6EE VL 66—8661
6'S 65 LY . ovv'9 L8 6.S'S 96— 00S°'L 9l 16G°C L'y L€5°8 L'y 659°'c 8L €Sv'el 86—.661
9L €EY'6E L'G 066'S 2ol LEL'S Ll 68S°L . 16GC 74 8618 L6 €67 ¥'8 08¥'clL 16-9661
e ¥59°9¢ e L0L'S o 1G9y e 0S€‘lL e €.€C o 2.8, o €8l e 81511 96-G661
(%) (wg) (%) (ws) %) W) (%) (wg) %) (W (%) (w9 (%) (we) (%) (ws) 1eap
ymous junowy  Yjmolo junowy UIMOI9 Junowly  UIMolS junowly  UiMols Junowy YUMol JUNOWY UIMOoIS JUNowy Yjmolds) junowy
Buipuny juainoal [ejoL . ulEdY JBYO suonesIpapy @mSiduonoeld | SaOIAIGS |BJUSQ  SODIAISS |BDIPAIN  s|eHdsoy BjeAld ., SIeldsoy dlignd
yyeay Jayjo

90-S00C 03 96-S66T “So1e1 Yimoi3 renuue pue ‘ornjrpuadxa Jo eare Aq “saotad Juarmd “rpmyrpuadxs yjresay Juarmoai yo Jurpuny ejo], ;LT d[qeL



8¢

‘aseqejep ainypuadxs yjesy MHIY -82.n0S
‘BuipunoJ 0} anp S|ejo} 0} ppe jou Aew sjusuodwo) 80N

*S9IAJ9S JBYJ0 IO SIsAjelp awoy ay) ul [eydsoy se yons ays [epdsoy
8y} 4o paplaoid sa82IAIBS apn|oul Ue) ‘[edsoy ay} Aq ussepapun yoieasal yjjeay pue yjeay olqnd ‘sadinias pJodsued) Jualjed ‘Sa0iAIas Y)jeay AJunwiuwiod ‘SadIAIas [Bjuap Sapnjoxa saolAIas eydsoy algnd (B

'yoJeasal pue uoljeJ]sSiulWpe “9°8°U Yj|eay |euoinyiisul-uou Jayjo ‘saouelidde pue spie ‘yjeay ongnd ‘yjeay Ajunwwod ‘saoinias Jodsuel) Juanjed sasidwod yyeay Jayio (4
*.yjeay Jayjo, ur papnjoul Aisnoinaid sem yoiym (Jusuodwod ABojoipne) saoialas Buleay jo Buipuny yHoQ pue siauonnoeld yyeay Jayjo Joy Buipuny YAQ Sepnjoul il ‘L0—000Z woi4 (8
‘|lendsoy ay} Aq uasepapun yoieasal yjeay pue yjeay oliqnd ‘sadinies podsued) uaned ‘Sa0iAIas yleay AJunwiwod ‘sadiAlas [ejuap uo ainjipuadxa sapnjoul ainjipuadxas |eydsoy olgnd  (p

"yyeay Jayjo Jo syusuodwod yyeay ognd pue AJunwiwod ‘sediaies Jodsued) jusiied pue saoiaIes [ejuap ‘siepdsoy a1ignd sjosye Yolym $0—£00Z PUB £0—200Z Usamiaq
sooIAles |eyidsoy olignd pue sjeydsoy ognd Jo suoniuLep 8y} Ul Seouslayip 0} anp sajes yimolb [enuue abelsAe 90—G00Z O} 96-G66 ) SU) WOoJ) PSRILIO B1e Y)esy Jayjo pue saolAIas [ejuap ‘siendsoy olgnd — (9)

'seolud G0—00Z 4O swis) ul passaldxa S| 90—500Z O} 96—G661 10} ainyipuadxe yyeay aoud jueysuod  (q)
‘sainypuadxa xe} oyoads-uou Joj pejsnipe JoN  (e)

A o 1’6 '8 o 4 gle o 90—S00¢ 0} 96-G661
L'y LS 0¢ L= 8¢ 6'¢ 6°'¢ (4 90—500¢ %} ¥0—€002
8'G €L 80l 9Ll V'L 6l L'0€ 6'v €0—200¢ 0} 96—-5661
ajel yymoub jenuue abetany
1c 696°CS Lc Svv'6 60 €019 8'G 8.9 9'¢c 966 - 06511 Gg'e 6€9°C Sy 6GS5°Le 90—500¢
9'G 6.5°1G 1’8 ¥61°6 €'G 1G0‘9 S'/l- L¥9 ot €26 6L 68G°'LL vy 085 8¢ L€9°0C G0—100¢C
9'¢ Sy8'sy o 15¥'8 16 6Y.L'G 9’9 69 o 188 80 8€L'0L Vi evye o 118°61 ¥0—€00¢
(6S@9INIBS seues
lendsoy 21qnd owin
u| yealg
g9 1WA SL GZr's ol 6€2'S 9'¢ 1G9 Lb 048 G'0- 159°0L g'le 607 08 €16'8l €0—200¢
L'e 88 vy (4 ov8‘L V. vy 02— 829 'S 198 8l y120L ¥0 z86°L A 91G6°/1L ¢0—100¢
8'9 yog'ey €9 289°L €ve 'y ves L¥9 90— 118 - ¥25°01 98l €16'L 9'S 90€'LL 10—000¢
S'8 €09°0% 6°0C 82C'L L'yl 956°¢ 67l 5154 y've [44°} 0's 12501 8'9¢ ¥99°L (4 68€'9l 00-6661
€9 VAR XS L'e 816G 9'6 aLL'e 89l €9¢ L 199 [ 920°0L 6'vS 91zl 9¢ 15091 66—8661
9 816°Ge 1’8 G9/'s 4 4224 vy LLE (4 65 x4 Y16 8'v. G682 02 906Gl 86—.661
6V €6€°eE e €0€'S €8 €1LC - 86¢ 19 LS 9l 0166 WA 4% 0L 681yl 16-9661
o 618°L€ o LrL'S o 095 . [40 o 8€9 o L9€'6 o 8¢ o 9egel 96-566}
(%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) JB9A
Uyimols junowy UIMOID JUnoWyY  YIMOID Junowy Yjmold Junowy YjMoil9 jJunowy Yimols junowy  Yimols junowy ymols junowy
Buipuny juaiinoas wmYlEdYy Bul0 suonesipay Em._w:o_ﬁ:om._a (SOJINISS |eJuaQ  S9DIAIDS [DIPI sjeyidsoy ajeaud i@m_mu_nmo: alignd
juawuianob |ejo| yyeay Jay1o

90-500T 03 96-5661
‘sayer ypmoi3 renuue pue ‘omyrpuadxa Jo eare Aq /()s9o11d JueISU0d ‘(v ImMTpuadxd YIreay JUILMIII Jo SUIpuny JUSWUIIACK) QT d[qeL



6¢

‘aseqejep ainypuadxs yjeay MHIY :82.n0S

‘BuipunoJ 0} enp s|ejo} 0} ppe jou Aew sjusuodwo) :8joN

*S90IAJ9S JBYJ0 IO SISAjelp awoy ayj ul [eydsoy se yons ays [ejdsoy
8y} 4o papiaoid s89IAISS apn|oul ue) |eydsoy ay} Aq uaseuspun yoieasal yjjeay pue yjeay oliqnd ‘saoinias pJodsuel) Juaned ‘SaoiAIas Yleay AJunwiuwiod ‘SadIAIas [Bjuap SapNnjoxa saolAIas [eydsoy alignd

*'yoJeasal pue uoljeJlsiulWpe “9°8°U Yj|eay |euoinyiisul-uou Jayjo ‘saouelidde pue spie ‘yjeay oignd ‘yjeay Ajunwwod ‘saoinias Jodsuel) juanjed sasidwod yyeay Jayio

"91BD Y)IM BUOP ©q p|NOYs
suosedwod 0s ‘90—-5002Z 0} Y0—£00Z O} pasedwoo se £0—200Z PUB 96—G661 Usamiaq siauonioeld yjeay Jayjo jo Buipuny jJuswuisAoB-uou ajewijse 0} pasn alam spoyisw Jualayiq

‘leydsoy ayy Aq uaxeuspun yoiessal yyesy pue yjeay olgnd ‘seoinies Jodsued) jusijed ‘seoiaIes yjesy Ajunwiwod ‘seoiAles [Bjusp sapnjoul ainjipuadxe |eydsoy olgnd

‘yyeay Jayjo Jo sjusuodwod yjieay odignd pue Ajunwiwiod ‘saoiaias podsuel) Jualjed pue saolales [ejuap ‘siejidsoy alignd sjoage yoiym $0—£00Z PUE £0—200Z Usamiaq
s90IAI8S [eydsoy 21ignd pue sjeydsoy a1jgnd Jo suoniuyap 8y} Ul S8duUdIayIp 0} anp sajel ymmolb [enuue abeiane 90—G00Z 0} 96—G66 ) SY} WOy Pa}ILIO dJe Y)eay Jaylo pue sadiAlas [ejuap ‘sjendsoy aligqnd

'sa01d GO—00Z JO Swia} ul passaldxa sl 90—G00Z 0} 96—G661 10} ainyipuadxa yjeay aoud jueysuod
‘sainjipuadxe xe} oyioads-uou 4oy pajsnipe JoN

(B)
(&)

(a)
(p)

(0)
(a)
(e)

6'¢ o 08 o a Sy L0 o 90—G00¢ 0} 96-566 1
[ 8¢ 6'G Sy vl - S0 g6l 90—500¢ %} ¥0—€00C
4 L2 06 A 9'¢ 6'S 60— el €0—200¢ 0} 96-G661
ajes ymoub jenuue abeisay
8¢ S8C've 8¢ 920‘y 9¢C YAZA L'e 812 L0 LLL'Y 0l 180°¢ 0~ LLL'e 6°0C G9/°) 90-500¢
9'¢ L19'ee 8¢ L16'€ v'6 GLL'G 6'S 1SL'e 4 R 4%7 e 150°€ Ll L111'€ ol 09t'L G0—100C
€ 96.°C¢ o oL8'e 'S 119 o L€0‘C a ¥G0'y 8'9 99l'e S'9 veL'e o €Z€E'L ¥0—€00¢
S9IAIOS soues
_Smwmo: alignd owh
u| yealg
L'l §90°'ce €9 ov8'e 0'y— 9EY'y 89 6€6°L 0¢ ol6'e S0l G96'C 6'¢c 905°€ c9- 0L} €0—200¢
'8 90.'le 0'e- Lo'e 6'vl €29'y 8L 918l L'cL 96.'¢ 9¢l €89°C 99 609°€ 8'G 19G°} ¢0—100¢C
9Ll 890°0C 00¢ zel'e 9'6 ¥20'y 0¢c G89'l €/l Gee'e L'y €8€°C 0¢c 18¢€'€ 9cl z8r'L 10—000¢
8'0— G86°LL 8- ¥98°C S'6 129°¢ 4A°m 1G9l L¢- 988°C (4 682 vi- oze'e L= voe'l 00-6661
L€ 9c1L‘gl 0¢ce 1162 1’8 €6’ - 7N €c- 996°C e Ve 06— 986°¢ 09 12¢€) 66—8661
4% €6v°LL L0 L6EC (4" LoL'e L'el— 99/} e Geo'e €e €12 IA°m Gll'€ 6°,L- 4 TAl 86-.661
8’9 Lv2'LL 1984 88€'C 9Ll 8LL'C L'yl 8v0'C 0¢ orl'e 9 ¥0L'C 0L 266°€ 0l 6GE’L 16-9661
o €19°91 o 682°C o GEY'C o G8/l'L o L¥0°€ o 186°L . LEL'E o vre'L 96-566}
(%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wsg) Jeap
ymmols  junowy UIMOID Junowly YMol Junowly  Ymols Junowly UiMol9 Junowly YUMol Junowy YiMol9 Junowy Ymmols junowy
Buipunj juaiinoas wmydeay 1sulo suoljesIpa Em._w:o::om._n ()S@OIAISS [BJUDQ  SBDIAIS [BDIPIN s|eyidsoy ajeAnd EEw.m:gwo: aliqnd

juawuidAob-uou |ejo | yjeay 19430

90-500T 03 96-5661
‘sajer Ymoi3 renuue pue ‘rnjrpuadxa Jo eare Aq “(g)sao1id Jueisuod ‘(xR rpuadxa YIreay JULmddI Jo Surpuny JuswuIdA03-uoN 6T d[qeL



0€

‘aseqelep ainypuadxs yjeay MHIY :82.n0S

‘BuipunoJ 0} anp S|ejo} 0} ppe jou Aew sjusuodwo) 80N

*S9IAJ9S JBYJ0 IO SISAjelp awoy ayj ul [eydsoy se yons ayis [ejdsoy

ay) o papinold saolaias apnjoul ued “[ejdsoy ayy Aq usyepapun yaleasal yjleay pue yyeay alignd ‘saoiaies podsuel) Juaied ‘SaoiAIas Yieay AUNWWOD ‘SadIAISS [BJUSP SBpN[oXe sadIAIas [ejidsoy dlignd
‘yoJeasal pue uoljeJlsiulWpe ©'9°8°U Yj|eay |euoiniiisul-uou Jayjo ‘saoueldde pue spie ‘yjeay olgnd ‘yjeay Ajunwwod ‘saoinias Jodsuel) Juaned sasudwod yyeay Jayi0o

*.yjeay Jayyo, ur papnjoul Ajsnoiraid sem yoiym (Jusuodwos ABojoipne) saoinlas Buleay jo Buipuny yHoQ pue siauonioeld yjeay Jayjo Joy Buipuny YAQ Sapnjoul il ‘L0—000Z WolH

'aIe9 U}ImM duop aq pjnoys

suosledwod os ‘90—500Z 0} ¥0—£00Z O} paJedwod se £0—zZ00Z PUB 96—G661 Usamiaq siauonioeld yjeay Jayjo jo Buipuny juswulanob-uou a)ewiise 0} pasn aiom spoylow Juaiayiq

‘leydsoy ayy Aq uaxeuspun yoiessal yyesy pue yjeay olgnd ‘seoiaies Jodsued) jusijed ‘se01AIas Yjesy Ajunwiwod ‘seoiAles [BJusp sapnjoul ainjipuadxa [eydsoy olignd

"yyesy Jayjo Jo syusuodwoo yiesy ognd pue AJunwiwod ‘sediaies Jodsued) juaned pue seolales [elusp ‘sieyidsoy ognd sjosye Yyolum £0—£00Z PUB £0—2Z00Z Usemiaq
sooIAIes [eyidsoy o1igqnd pue sjeydsoy olgnd Jo suoniuLep Sy} Ul S8ouBIaIp 0} anp sajes yimolb [enuue abelsae 90—G00Z O} 96-G66 | SU) WO} PSRILIO S1e Yjeay Jaylo pue sadiAIas [ejuap ‘siendsoy algqnd

's801d GO0—00Z JO SwJa} ul passaldxa sl 90—G00Z 0} 96—G661 10} ainyipuadxa yjeay aoud jueysuod

‘saln)ipuadxa xej} o10ads-uou 10} pajsnipe JoN

(u)
(B)
[0

(8)
(p)

(9)
(a)
(e)

8V o 9'8 o o 9¢ *h74 o 90—G00¢ 0} 96-5661
8'¢ 8V 1974 L€ 6l LC 6l 6'v 90—500¢ 01 ¥0—€002
[ LA 6'6 L€ 4 4 LC €q 9y €0—200¢ 03} 96-5661
ajes ymolb jenuue abeiany
1LC ¥Se'LL Lc LLY'EL 9l 0seLlL L€ 968°C el YrAN® A L.9VL €1 oLv'e 9'G €ze'ee 90—-500¢
0'S 961°GL 69 LLLEL L°L 991°L1 *N4 z6L°C *N4 ¥90°G €'g P9Vl  ¥'C 12€'9 44 16022 S0—¥00¢
g'e Lr9'LL o 19221 8. 9zv'ol o Gel'e o 484 L2 Y06'€l ¥V L2179 o 66l°Le #0—€00¢
S9DIAI0S Seuss
_mum,mmo:. dliand oulh
ul yeaig
6tV 62269 V'L G592l €e 996 09 685°C 9¢C 08.v L'l zz9el 8§ Gl6'S 8’9 €8€°0C €0—¢00¢
(VR4 766°G9 ¥'0 zSyLL 601 0.£6 L'S evye 80l 159V 8'¢ L6E€L €V 16G'S 9l €80°6) ¢0—-100¢
€8 zEV'E9 o€l Yov'LL 691 ovv'8 yelL Gee'e gel (A2 10 1062k G'L 09€‘S 29 88/l L0—0002
'S 68585 Ggel 26001 L'l 122, 6'L— 690°C (a4 80.'¢ Sy 91821 8¢ 786t 8l €69°LL 00—6661
8V ¥GG'GS 16 G688 8'8 691'9 Sl 60L°C 10— 929°c A 89¢¢l €6 208y L€ ¥8€°'LL 66—8661
L'e L1L0'€S 09 9518 2’8 €V6'S vLl— 8.0°C 2c 629°c 4 /188°LL LT 095V LS 8G.91 86—.661
9'G ovLlLS g'e 169°L 6'6 L6Y'S yelL 9ve‘eC S'e oLL'e 'C 719°LL 08 Ly g9 8¥8°Gl 169661
’ €EV'8Y o LEV L o G661y o 180°C o G8S'e o e N 4 o 188Vl 966661
(%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wsg) (%) (wg) (%) (wg) Jea)
yymouo junowy UIMOJD Junowy YjMmols junowy  YIMoio Junowy  YIMOoJS Junowly UYIMod Junowly YjMmols) Junowy Ymols) junowy
Buipunjjuaundai jejol 4, UlESY JBYIO suoneslpap w@siouonnoeld  sadiAIes [eJUBQ  SBDIAISS |BOIPBIN  Ss|ejdsoy ajeAld (. Sleldsoy alignd
Yieay Jayio

90-S00C 01 96-S661 “S91e1 Yimoi3 renuue pue ‘ormjrpuadxa Jo eare £q “(qsao11d Jueisuod “gImirpuadxs yjresay Juarmosai jo Surpuny ejo L, :0g d[qe.L



L€

‘aseqejep ainjpuadxs yjeay MHIY :82.n0S

‘BuipunouJ o} anp s|ejo} 0} ppe jou Aew sjusuodwo) :8joN
‘(uoizewIOlUl JBYUNY 10} SB)JOU [BOIUYDD] BY} Ul €'/ UOII08S 88S) $0—£00Z 0} £0—200Z Buedwos uaye) aq jsnw aied ‘spoyidw ul sabueyos oy ang  (9)
‘saln)ipuadxa xej} o10ads-uou Joj pajsnipe usaq sey ainypuadxy  (q)

"s201d G0—00Z JO SWwJs} Ul passaldxa sl 90—500Z O} 96—G661 10} ainypuadxs yyeay aoud jueysuod  (e)

L' Sy 14°] ¢9 6'v 90—G00¢ 03 96-G661
L'S 9'S 8'G 6’V €9 €0—200¢ 01 86—L661
L'g 6'¢ 9 €0l ov 86—.661 0} 96-G661

ajel ymoub jenuue abesany

1€ L09'e8 6'¢C 286°9C 1€ 02995 9L 9180z L0 ¥08°GE 90-G00¢
€g Gzll8 (4 €€2'92 6'G 168G 6’ LE€61 7’9 ¥5G°Ge S0—100¢
9'€ 9€0'LL (074 oLe'se g€ 928°LS v Ger'sl [ 00v‘ee (70—€002
0'g YeEvL 9¢C 1§z've 29 €80°0S 66 289°L1L 194 cov'ze €0—200¢
(VR4 2080. 6. 8€9°'ce (4 1 1WAY *x4 G609l 0¢ 690°L€ 2¢0—100¢
'8 06089 ocl 916°'le 89 1ZA%°14 Ve 60LGl 1’8 S91°'0¢€ 10—0002
L'G 98/°29 ¥'0- G9S'6l 1’8 Lee'er ¢ol 661Gl 6L €20'82 00-6661
9'G €6£°65 g9 Y961 (] 9v.'6€ 80— 18L°€l G'8 656'Ge 66—8661
(44 99295 €= e€vi'8l 0L €28°'.¢ €L 168°€l 69 926'c€e 86—1661
09 SL0'vS €1 11981 V'S 8€€£'Ge Vel 056°z) ¢l 88€°2T 16-9661

8¥6°0G o LIv'LL o L€G'€€ o €yl o viLze 96—G661
(%) (wg) (%) (wg) (%) (wg) (%) (wg) (%) (wg) Jeap
yjmous junowy yimoin junowy yjmous junowy yjmous junowy yjmous junowy

leyol (@udwulanob-uoN lejol |edo] pue (@udWIuIBA0D
Kioyuiaya)els ueljesysny
JusWuIaA0D

90-S00T 03 96-S661 ‘Spunj Jo 3dInos peoiq Aq ‘sajer Yjmoi3 [enuue pue ‘)sadrid juejsuod ‘dmyrpuadxad Yjfeay [e10], ;I d[qel



3.2 Government sources of funds

In 2005-06, government funding of total health expenditure was $58.9 billion (Table A3). The
Australian Government contributed $37.2 billion (Table 22) which was 42.9% of total funding
for health by all sources of funds (Table 13 and Figure 5). State, territory and local
government sources provided 24.9%.

Australian Government

In 2005-06, the Australian Government provided 63.2% of total government health funding
(calculated from Table 12).

The Australian Government’s contribution to funding for health includes:

* payments through DVA in respect of eligible veterans and their dependants

* specific purpose payments (SPPs) to the states and territories for health purposes

* direct expenditure by the Australian Government on health programs (such as Medicare
and PBS)

* rebates and subsidies under the Private Health Insurance Act 2007 and prior Acts
* taxation expenditures.

Table 22: Funding of total health expenditure by Australian Government, current prices, by type
of expenditure, 1995-96 to 2005-06 ($ million)

Rebates of
Grants to  health insurance Direct Non-specific tax
Year DVA states premiums®  expenditure expenditure Total
1995-96 1,489 5,012 .. 10,255 91 16,847
1996-97 1,608 4,989 .. 10,644 113 17,354
1997-98 1,619 5,651 407 11,047 128 18,852
1998-99 1,904 6,201 963 11,801 145 21,015
1999-00 2,180 6,440 1,576 12,826 162 23,183
2000-01 2,371 6,996 2,031 14,278 173 25,849
2001-02 2,593 7,391 2,118 15,395 203 27,700
2002-03 2,836 8,095 2,306 16,498 225 29,960
2003-04 3,013 8,219 2,516 17,998 251 31,998
2004-05 3,162 8,840 2,827 20,435 290 35,554
2005-06 3,126 9,235 3,177 21,361 329 37,229

(@) Includes health insurance rebates claimed through the taxation system as well as rebates paid directly to health insurance funds
which enable them to reduce premiums charged.

Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.

The Department of Veterans’ Affairs

DVA funding of health is through its purchase of health goods and services on behalf of
eligible veterans and their dependants. In 2005-06, its funding totalled $3,126 million

(Table 23). Almost half of this (48.6%) was for hospitals (public hospital services and private
hospitals).

32



Table 23: Department of Veterans’ Affairs health expenditure,
current prices, by area of expenditure, 2005-06

Amount Proportion
Area of expenditure ($m) (%)
Public hospital services® 684 21.9
Private hospitals 834 26.7
Patient transport services 96 3.1
Medical services 767 245
Dental services 86 27
Other health practitioners 132 4.2
Community health 2 —
Medications 468 15.0
Aids and appliances 1 —
Administration 55 1.8
Research 2 0.1
Total 3,126 100.0

(@) Public hospital services excludes dental services, community health services, patient
transport, public health and health research undertaken by the hospital. Can include
services provided off the hospital site such as hospital in the home dialysis or other services.

Source: AIHW health expenditure database.

Grants to states and territories

Most of the SPPs by the Australian Government to state and territory governments were
provided under the Australian Health Care Agreements (AHCAs) between these two levels
of government. The payments were primarily directed to expenditure on public hospital
services in the states and territories. Another SPP that was regarded as funding of public
hospitals were payments for highly specialised drugs. The 30% rebate on private health
insurance was also included as funding by the Australian Government for public hospitals.

The Australian Government also provides funding to the states and territories through the
Public Health Outcome Funding Agreements (PHOFAs). The PHOFAs are bilateral funding
agreements between the Australian Government and each state and territory. They provide
broadbanded and specific purpose funding from the Australian Government to the states
and territories for a range of public health programs. The current PHOFAs cover five years,
from 2004-05 to 2008-09.

Direct Australian Government expenditures

The Australian Government also funds health programs such as Medicare, the PBS, public
health, research, the Aboriginal community controlled health and substance use services,
and health expenditure-related capital consumption and expenditure. In 2005-06, the
Australian Government funded $21.4 billion of direct expenditure (Table 22).

Rebates of health insurance contributions (30% rebate)

There are two methods for claiming the 30% rebate on private health insurance premiums.
The first involves a reduced premium being charged by the private health insurance fund
(with a subsequent reimbursement to the fund by the Australian Government). The second is
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where the private health insurance fund charges the full (non-rebated) premium and the
person paying the full premium claims the 30% rebate directly from the Australian
Government through the taxation system. This rebate was regarded as part of Australian
Government expenditures from 1997-98 onwards.

During 2005-06, the total value of the 30% rebate was $3.2 billion (Table 22). $3.0 billion was
in the form of subsidies to private health insurance funds with the balance provided in the
form of rebates to individuals through the taxation system.

Non-specific tax expenditure

The only tax expenditure included here is the medical expense tax rebate. This tax concession
is the tax rebate of 20 cents in the dollar that can be claimed in respect of health expenditures
that exceed a prescribed threshold. In 2005-06 that threshold was $1,500 per taxpayer. These
expenditures cannot be allocated to any particular area(s) of health expenditure so are
included “below the line’ in the health expenditure tables. In 2005-06, the total value of such
tax expenditures was $329 million (Tables 22 and 50).

State and territory governments and local government authorities

State and territory governments are the main providers of publicly provided health goods
and services in Australia. Those goods and services are financed by a combination of SPPs
from the Australian Government, funding by the states and territories out of their own fiscal
resources, and funding from non-government sources (usually in the form of user fees).

In terms of the types of health goods and services funded by the states and territories and by
local government authorities, spending on public hospital services dominates, accounting for
66.8% ($12.4 billion) of recurrent funding provided by these government sources in 2005-06
(calculated from Table A3).

In real terms, funding for health by state, territory and local governments increased, by an
average of 6.2% per year between 1995-96 and 2005-06. In comparison, Australian
Government funding increased by 4.9% per year in this period (Table 21).

3.3 Non-government funding

Non-government funding was 32.2% ($28 billion) of total funding in 2005-06 (Table 24). In
1997-98, non-government funding was 32.6%, a decrease of 1.6 percentage points from
1996-97. The fall after 1996-97 was largely due to Australian Government subsidies for
private health insurance. The effect of that subsidy is the benefits that paid for private health
goods and services used by insured people became jointly funded by the Australian
Government (through the contribution rebates) and the fund contributors. Since 2001-02,
the non-government share has averaged around 33.0%.

Most non-government funding for health goods and services in Australia comes from
out-of-pocket payments by individuals. This includes situations where individuals meet the
full cost of a service or good as well as where they share the funding of goods and services
with third-party payers —for example, private health insurance funds or the Australian
Government. Funding by individuals accounted for 53.9% ($15.1 billion) of estimated
non-government funding of health goods and services during 2005-06 (calculated from
Table 24). This was 17.4% of total funding of health expenditure. That proportion rose by
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1.8 percentage points in the decade to 2005-06. Private health insurance funds provided

7.2% of total funding of health expenditure ($6.3 billion) in 2005-06, down from 11.3% in
1995-96. The remaining 7.6% ($6.6 billion) came from other non-government sources (mainly
compulsory motor vehicle third-party and workers” compensation insurers) (Table 24).

Over the decade to 2005-06, non-government sector funding provided by private health
insurance funds decreased 4 percentage points from 11% to 7%, funding by individuals
increased by 2 percentage points from 15.6% to 17.4% and funding by other
non-government sources increased by 1 percentage point (Table 24).

The decrease in funding by private health insurance reflected the 30% rebate for private
health insurance from the Australian Government. Private health insurance benefits that
were previously funded almost entirely by private health insurance premiums were instead
funded 30% by the Australian Government. In 2005-06, 4% of total health expenditure was
funded by the Australian Government’s 30% rebate and 7% was funded through private
health insurance (calculated from Table A3).

Table 24: Non-government sector funding of total health expenditure, by source of funds, current
prices, 1995-96 to 2005-06

Health Other All non-government
insurance funds® Individuals® non-government sources®®

Amount Proportion Amount Proportion Amount Proportion Amount Proportion
Year ($m) (%) ($m) (%) ($m) (%) ($m) (%)
1995-96 4,426 11.3 6,088 15.6 2,649 6.8 13,162 33.7
199697 4,700 11.2 6,910 16.4 2,795 6.6 14,405 34.2
1997-98 4,271 9.5 7,322 16.3 3,025 6.8 14,618 32.6
1998-99 3,855 7.9 8,338 17.2 3,774 7.8 15,968 32.9
1999-00 3,601 6.9 8,777 16.7 3,912 75 16,290 311
2000-01 4,123 71 10,511 18.0 4,237 7.3 18,871 32.4
2001-02 5,075 8.0 11,506 18.1 4,603 7.3 21,184 334
2002-03 5,415 7.9 11,932 17.3 5,112 7.4 22,460 32.6
2003-04 5,790 7.8 12,861 17.4 5,535 75 24,186 32.7
2004-05 6,038 7.4 14,019 17.3 6,176 7.6 26,233 32.3
2005-06 6,284 7.2 15,086 174 6,634 7.6 28,004 32.2

(@)  Funding by the Australian Government and private health insurance funds has been adjusted for the private health insurance rebate.
(b)  Adjusted for non-specific tax expenditures.

(c)  All non-government sector capital expenditure is included here, as the details of funding of non-government capital expenditure is not
known. If funding was known, this capital expenditure would be spread across all funding columns.

(d)  Due to changes in methods, care must be taken comparing 2002-03 to 2003-04 (see section 7.3 in the Technical notes for further
information).

Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.
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Individuals

Real growth in expenditure by individuals between 1995-96 and 2005-06 was 6.0% per year,
0.9 percentage points above the real growth in total health expenditure (5.1%)
(Tables 1 and 25).

Table 25: Non-government sector funding of total health expenditure, by source of funds, constant
prices®, and annual growth rates, 1995-96 to 2005-06

Private health Other All non-government
insurance funds® Individuals® non-government'® sources®
Amount Growth Amount Growth Amount Growth Amount Growth
Year ($m) (%) ($m) (%) ($m) (%) ($m) (%)
1995-96 5,933 .. 8,115 .. 3,362 .. 17,411 ..
1996-97 6,162 3.9 9,018 11.1 3,497 4.0 18,677 7.3
1997-98 5,473 -11.2 9,232 24 3,738 6.9 18,443 -1.3
1998-99 4,808 -121 10,302 11.6 4,537 21.4 19,647 6.5
1999-00 4,376 -9.0 10,556 25 4,633 21 19,565 -0.4
2000-01 4,918 124 12,155 15.1 4,842 4.5 21,916 12.0
2001-02 5,726 16.4 12,861 5.8 5,052 43 23,638 7.9
2002-03 5,880 2.7 12,924 0.5 5,446 7.8 24,251 2.6
2003-04 6,044 2.8 13,410 3.8 5,756 5.7 25,210 4.0
2004-05 6,038 -0.1 14,019 45 6,176 7.3 26,233 4.1
2005-06 6,022 -0.3 14,558 3.8 6,402 3.7 26,982 2.9
Average annual growth rate
1995-96 to 1997-98 -4.0 6.7 5.4 2.9
1997-98 to 2002-03 1.4 7.0 7.8 5.6
1995-96 to 2005-06 0.1 6.0 6.7 45

(@) Constant price health expenditure for 1995-96 to 2005-06 is expressed in terms of 2004—05 prices.
(b)  Funding by the Australian Government and private health insurance funds has been adjusted for the private health insurance rebate.
(c)  Adjusted for non-specific tax expenditures.

(d)  All non-government sector capital expenditure is included here, as the details of funding of non-government capital expenditure is not
known. If funding was known, this capital expenditure would be spread across all funding columns.

(e) Due to changes in methods, care must be taken comparing 2002—-03 to 2003-04 (see section 7.3 in the Technical notes for further
information).

Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.

In 2005-06, of the estimated $15.4 billion out-of-pocket recurrent expenditure by individuals
on health goods and services (Figure 7):

* 34.2% was spent on medications
- 8.0% on PBS and RPBS patient contributions
- 26.2% on other medications (see Table 65 for a detailed definition)
* 23.2% on dental services
* 13.4% on aids and appliances
* 11.3% on medical services

* 10.7% on other health practitioners (such as physiotherapists, chiropractors and
podiatrists, see Table 65 for full list).
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Private hospitals

Public hospital 1.8% Patient transport
services®) services
2.5% 1.4%

Aids and appliances
13.4% Medical services

11.3%

All other medications
26.2%

Total funding: $15,415 million®

Dental services
23.2%

Benefit-paid
pharmaceuticals
8.0%

\' Other health

! practitioners
Community health 10.7%
and other(©

Public health 1.1%

0.3%

(a) Individuals’ expenditure not adjusted for non-specific tax expenditures.

(b) Public hospital services excludes dental services, community health services, patient transport services, public health and health
research undertaken by the hospital. Can include services provided off the hospital site such as hospital in the home dialysis or
other services.

(c)  ‘Other refers to other non-institutional health services n.e.c.

Source: Table A3.

Figure 7: Individuals’ funding® of recurrent health expenditure, by area of expenditure,
current prices, 2005-06

In real terms, average out-of-pocket health expenditure per person grew by 4.8% per year
from 1995-96 to 2005-06 (Table 26). Over this period, benefit-paid pharmaceuticals had a real
growth of 8.1% per year compared to all other medications (6.5%). In contrast, average per
person out-of-pocket expenditure on medical services grew at just 3.0% per year.
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Private health insurance

Funding by private health insurance is chiefly directed towards private hospitals. During
2005-06, private hospitals received 48.6% ($3.1 billion) of the $6.3 billion in funding provided
by health insurance funds (Figure 8 and Table 27). Other major areas of expenditure that
received funding were dental services (12.1% or $760 million), administration (10.2% or

$639 million) and medical services (10.1% or $636 million). The funding for medical services
includes some of the cost of in-hospital medical services which are provided to private
admitted patients in hospitals. Patient transport services and medications received the least
funding from health insurance funds in 2005-06 ($92 million and $47 million respectively)
(Table 27).

Public hospital

o services®
Other health 6.5%

6.4%

Administration
10.2%

Other health
practitioners
6.1%

Total funding: $6,284 million

Dental services
12.1%

Private hospitals
48.6%

Medical services
10.1%

(a) Public hospital services excludes expenditure on dental services, community health services, patient transport services,
public health and health research undertaken by the hospital. Can include services provided off the hospital site such as
hospital in the home dialysis or other services.

Source: Table 27.

Figure 8: Funding of recurrent health expenditure through private health insurance funds,
by area of expenditure, current prices, 2005-06

General benefits and administration

Gross health benefits paid through the health insurance funds in 2005-06 amounted to
$8,499 million —up $526 million from $7,973 million in 2004-05 and up $1,044 million since
2003-04 (Table 27). A further $962 million was used to fund administration during 2005-06;
this showed a steady increase from $852 million in 2003-04 and $892 million in 2004-05. The
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premium rebates paid by the Australian Government through the tax system or directly to
private health insurance funds increased from $2,256 million in 2003-04 to $2,854 million in
2005-06.

The reserves of the health insurance funds overall continued to increase in 2005-06, with the
operating profit before abnormals and extraordinary items rising from $447 million in
2003-04 to $984 million in 2005-06 (Table 28).
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Table 28: Health insurance funds reported expenses and revenues, current prices,
2003-04 to 2005-06 ($ million)

Operating expenses and revenue of funds 2003-04 2004-05 200506
Expenses

Total cost of benefits® 7,525 8,238 8,753
State levies (patient transport services) 105 110 113
Management expenses 852 892 962
Total expenses (not including provision

adjustments) 8,482 9,240 9,828
Revenue

Contributions income 8,637 9,384 10,261
Other revenue 296 373 446
Total revenue 8,932 9,757 10,706

Operating profit (loss) before abnormals
and extraordinary items 447 626 984

(a) Includes adjustment to provisions for outstanding claims.

Note: Components may not add to totals due to rounding.

Sources: PHIACs, 2004 to 2006.

Table 29: Expenditure on health goods and services and administration funded through
private health insurance funds, constant prices®, and annual growth rates, 1995-96 to 2005-06

Reimbursement

Gross payments through reduced Net payments from
through health premium fees by Rebates through health insurance fund
insurance funds funds taxation system resources™
Amount  Growth Amount  Growth Amount  Growth Amount Growth
Year ($m) (%) ($m) (%) ($m) (%) ($m) (%)
1995-96 5,933 .. .. .. .. .. 5,933 ..
1996-97 6,162 3.9 .. .. .. .. 6,162 3.9
1997-98 5,995 —2.7 319 .. 203 .. 5,473 -11.2
1998-99 6,010 0.3 979 206.8 223 10.1 4,808 -12.1
1999-00 6,289 4.6 1,681 71.8 232 3.9 4,376 -9.0
2000-01 7,340 16.7 2,213 31.6 209 -10.0 4,918 12.4
2001-02 8,115 10.6 2,196 -0.8 193 -7.4 5,726 16.4
2002-03 8,385 3.3 2,331 6.2 173 -10.4 5,880 2.7
2003-04 8,671 34 2,465 57 162 —6.6 6,044 2.8
2004-05 8,865 2.2 2,672 8.4 155 -4.1 6,038 -0.1
2005-06 9,066 23 2,888 8.1 156 0.7 6,022 -0.3

Average annual growth rate

1995-96 to 1997-98 0.5 .. .. —4.0
1997-98 to 2002-03 6.9 48.9 -3.1 1.4
1995-96 to 2005-06 4.3 .. .. 0.1

(@) Constant price health expenditure for 1995-96 to 2005-06 is expressed in terms of 2004-05 prices.

(b) Is equal to the gross payments through health insurance funds less the sum of the reimbursement through reduced premiums and the
rebates claimed through the taxation system.

Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.
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After the introduction of the Australian Government Private Health Insurance Incentives
Scheme subsidy in 1997 there was a sharp drop in net funding by health insurance funds in
each year up to 1999-00, followed by an increase after the introduction of the lifetime health
cover arrangements in the September quarter of 2000. Net expenditure in real terms rose
from $5,726 million in 2001-02 to $6,044 million in 2003-04. It then dropped to $6,022 million
in 2005-06 which the private health insurance rebates rose to a high of $2,888 million in that
year (Table 29 and Figure 9).

The government rebates for private health insurance are assumed to impact on funding of
health in the year in which the rebates are paid. Thus the build-up in reserves due to the
operating profit of $984 million in 2005-06 (Table 28) is effectively paid for entirely out of
health insurance fund resources and not from government rebates. This is the reason for the
fall in net payments in 2005-06 from health insurance fund resources for health services of
0.3% (Table 29).

In 2005-06, it was estimated that health insurance funds spent on average $684 per person
covered on health (in 2004-05 prices). Fund contributors in South Australia on average
attracted the highest amount per person covered ($772) while people in the Northern
Territory attracted the least per person covered ($367). When comparing average annual
growth rates in constant prices over the period 1996-97 to 2005-06, all states and territories
recorded reductions in the amount spent through health insurance. Fund contributors in the
Northern Territory had the greatest decline in their per person expenditure of 4.9% per year
(Table 30).

Table 30: Average health expenditure funded by health insurance per person@ covered, constant
prices®), by state and territory(), 1996-97 to 2005-06 ($)

NSW &
Year ACT® Vic Qld WA SA Tas NT Australia
1996-97 1,005 1,030 1,013 952 1,190 1,008 580 1,019
1997-98 921 951 936 888 1,078 903 525 936
1998-99 824 845 846 811 968 800 499 840
1999-00 635 679 672 684 775 646 399 667
2000-01 547 540 579 581 650 614 344 563
2001-02 631 628 685 676 765 707 419 655
2002-03 638 662 722 689 794 725 373 677
2003-04 666 681 751 699 795 753 392 698
2004-05 665 677 748 693 785 723 368 694
2005-06 649 684 733 664 772 729 367 684

Average annual growth rate

1996-97 to 1997-98 -8.4 -7.7 —7.6 —6.8 -9.4 -10.4 -9.4 -8.1
1997-98 to 2002-03 —7.1 -7.0 -5.0 -5.0 -5.9 -4.3 —6.6 -6.3
1996-97 to 2005-06 —4.8 —4.5 -3.5 -3.9 4.7 -3.5 -4.9 -4.3

(a) Based on persons registered with health insurance funds in each state and territory.
(b)  Constant price health expenditure for 1996-97 to 2005-06 is expressed in terms of 2004-05 prices.

(c)  Health insurance funding for ACT and NSW residents cannot be reliably separated so are presented as combined.

Source: AIHW health expenditure database.
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(a) Constant price health expenditure for 1995-96 to 200506 is expressed in terms of 2004—-05 prices.

Note: Up to 199697 there was no government subsidy for health insurance premiums so gross payments through the funds equalled
net payments from health insurance funds’ resources.

Source: Table 29.

Figure 9: Funding of recurrent health expenditure through private health insurance, constant
prices®, 1995-96 to 2005-06

People with private health insurance cover typically incur some level of out-of-pocket
expenditure. In 2005-06, the proportion of the total cost of a hospital service (whether it was
a private patient service in a public hospital or a private hospital), that was paid by patients
with hospital cover was highest for those in the younger age groups and lowest for those in
the older age groups (Figure 10). For patients aged 0-14 years the average proportion paid
per person was 14.7% and this dropped to 6.5% for those aged 85 years or more.

The proportion of the total cost of an ancillary service that was paid by patients with
ancillary cover was higher than for hospital services —around half the total cost depending
on the age of the patient (Figure 11). In contrast to the proportion paid for hospital services,
the proportion of the cost of ancillary services increased with the age of the patient.
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For patients aged 0-14 years the average proportion paid per person was 44.5% and this
increased to 59.0% for patients aged 85 years or more.

Hospital cover

100% -
90% -
80% -
70%
60%
B Benefits paid
50%
@ Out of pocket
40% -
30% -
20% -
10% -
0% -

0-14 15-19 2044 65-84

Per cent

Age

Source: PHIAC 2007.

Figure 10: Hospital benefits paid and out-of-pocket expenditure, per person with private
health insurance hospital cover, by age group, current prices, 2005-06

Ancillary cover

Per cent

100% -
90% -
80% -
70% +
60% -
50% - B Benefits paid
40% - @ Out of pocket
30% -
20% +
10% -
0% -

0-14 15-19 2044 45-64 65-84

Age

Source: PHIAC 2007.

Figure 11: Ancillary benefits paid and out-of-pocket expenditure, per person with private
health insurance ancillary cover, by age group, current prices, 2005-06

45




In 2005-06 the total cost of a service increased as the age of the patient increased. For
example, the average fee charged for a hospital service to patients with hospital cover was
$142 for a patient aged 0-14 years and $3,691 for a patient aged 85 years or more (Table 31).
At the same time, the proportion of the total cost of a hospital service that was paid by
patients with hospital cover decreased as their age increased —for patients aged 0-14 years
the average proportion paid per person was 14.7% and this decreased to 6.5% for patients
aged 85 years or more (Figure 10). However, because of the increase in hospital service costs
for older patients, the out-of-pocket costs paid by persons aged 45 years or more with
hospital cover were higher than for those aged less than 45 years. For example, average
out-of-pocket costs for hospital services paid by patients with hospital cover were

$21 per person for those aged 0-14 years and $239 for persons aged 85 years or more with
hospital cover (Table 31).

The average out-of-pocket costs paid for hospital services by females aged between 15 and
64 years with private health insurance were higher than those paid by males in the same age
groups with similar types of insurance cover. For the older age groups (65 years or more)
out-of-pocket expenditures paid by males were higher than for females. Out-of-pocket costs
paid by females ranged from $18 per person with insurance in the 0-14 years age group to
$218 for those aged 85 years or more ($23 and $296 per person respectively for males)

(Table 31).

The greatest difference between the sexes in out-of-pocket expenditure on hospital services
for patients with hospital cover was in the age category 20-44 years. Females in this category
spent, on average, more than twice the rate of males ($113 and $50 respectively). This reflects
the higher outlays on hospital services faced by women in their child-bearing years.

The average per person out-of-pocket expenditure for ancillary services paid by female
patients with ancillary cover was higher than that paid by their male counterparts at all ages
except the 85 years and over age group. The difference was greatest in the age category
45-64 years, with an average per person amount paid for an ancillary service by male
patients of $331 and by female patients of $440. The average amount paid for ancillary
services by females with ancillary cover ranged from $118 per person in the 0-14 years age
group to $440 for those aged 45-64 years, after which it decreased to $380 for those aged

85 years or more. For ancillary services for male patients with ancillary cover, out-of pocket
expenditure increased with age, ranging from $103 per person in the 0-14 years age group to
$405 for those aged 85 years or more (Table 31).
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Table 31: Fees charged, benefits paid and out-of-pocket expenditure, per person with private health
insurance hospital cover and/or ancillary cover, by age group and sex, current prices, 2005-06 ($)

Age group

0-14 15-19 20-44 45-64 65-84 85+

Hospital benefits paid, fees charged and out-of pocket expenditure

Males
Out of pocket 23 33 50 109 273 296
Benefits paid 132 154 220 700 2,475 3,748
Fees charged 165 188 270 809 2,748 4,044
Females
Out of pocket 18 36 113 115 211 218
Benefits paid 111 180 623 710 2,121 3,345
Fees charged 129 216 735 825 2,332 3,564
All persons
Out of pocket 21 35 83 112 240 239
Benefits paid 122 167 434 705 2,286 3,452
Fees charged 142 201 517 817 2,526 3,691
Ancillary benefits paid, fees charged and out-of pocket expenditure
Males
Out of pocket 103 155 186 331 396 405
Benefits paid 132 182 191 309 347 286
Fees charged 235 337 377 641 743 691
Females
Out of pocket 118 189 261 440 423 380
Benefits paid 142 215 263 398 376 262
Fees charged 260 405 524 839 799 642
All persons
Out of pocket 110 172 226 387 410 387
Benefits paid 137 198 230 355 362 269
Fees charged 247 370 456 742 772 655

Source: PHIAC 2007.

Injury compensation insurers

In 2005-06, injury compensation insurers funded $1,935 million of expenditure on health
goods and services —$1,206 million by workers” compensation insurers and $729 million by
motor vehicle third-party insurers (AIHW health expenditure database).

Over the period 1995-96 to 2005-06, expenditure by workers” compensation insurers rose on
average by 2.3% per year while the annual increase over this decade was 4.3% for motor
vehicle third-party insurers (Table 32).

Expenditure on health funded by workers” compensation and motor vehicle third-party
insurers is included in the ‘other non-government’ source of funds category in the main
health expenditure tables.
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Table 32: Expenditure by injury compensation insurers, constant prices®@, and annual growth rates,
1995-96 to 2005-06

Workers’ compensation Motor vehicle accident Total injury
insurers third-party insurers compensation insurers

Year Amount ($m)  Growth (%) Amount ($m)  Growth (%) Amount ($m) Growth (%)
1995-96 911 .. 459 .. 1,370

1996-97 915 0.5 516 124 1,431 45
1997-98 906 -1.1 495 —4.1 1,401 -2.2
1998-99 977 7.9 575 16.2 1,552 10.8
1999-00 995 1.9 581 1.0 1,576 1.6
2000-01 996 0.1 535 -7.8 1,532 -2.8
2001-02 1,007 1.1 682 27.3 1,689 10.3
2002-03 1,085 7.8 690 1.2 1,776 5.1
2003-04 1,156 6.5 630 -8.8 1,786 0.6
2004-05 1,126 -2.6 706 12.1 1,832 26
2005-06 1,148 1.9 697 -1.2 1,845 0.7

Average annual growth rate

1995-96 to 1997-98 -0.3 3.8 1.1
1997-98 to 2002-03 3.7 6.9 4.9
1995-96 to 2005-06 23 43 3.0

(a) Constant price health expenditure for 1995-96 to 2005-06 is expressed in terms of 2004—05 prices.
Note: Components may not add to totals due to rounding.

Source: AIHW health expenditure database.
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