














Between 1994-95 and 2004-05, the Australian Government share of public hospital
funding decreased by 3.4 percentage points from 47.6% to 44.2%. State and territory
government funding during this period increased by 4.7 percentage points from
43.3% to 48.0% (Table 32).

Between 2002-03 and 2004-05, in the first two years of the second Australian Health
Care Agreements, the Australian Government share of public hospital funding
declined 1.8 percentage points from 46.0% to 44.2%. State and territory government
funding during this period increased 1.2 percentage points from 46.8% to 48.0%
(Table 32).

Private health insurance and other non-government funding

Of the $27.7 billion non-government sector funding in 2004-05, private health
insurance funds provided 20.5% ($5.7 billion); individual out-of-pocket payments
accounted for 59.7% ($16.5 billion); and other non-government sources (mainly
compulsory motor vehicle third-party and workers” compensation insurers)
accounted for the remaining 19.8% ($5.5 billion) (Table 21).

Over the decade to 2004-05, non-government sector funding provided by private
health insurance funds decreased 11.3 percentage points from 31.8% to 20.5%,
funding by individuals increased by 8.9 percentage points and funding by other
non-government sources increased by 2.4 percentage points (Table 21).

The decrease in funding by private health insurance was due to the 30% rebate for
private health insurance from the Australian Government. Private health insurance
benefits that were previously funded entirely by private health insurance premiums
are now funded 30% by the Australian Government.

Private health insurance funds (including premium rebates) were the source of
funding of almost two-thirds (60.7%) of private hospital expenditure in 2004-05
(Figure 20).

Private health insurance and other non-government
expenditure

Private health insurance funding of $5.7 billion in 2004-05 was mainly spent on
private hospitals (48%), dental services (12%), administration (10%) and medical
services (10%) (Figure 14).

In 2004-05, out-of-pocket recurrent expenditure by individuals on health goods and
services was an estimated $16.9 billion: $4.7 billion (28%) was spent on medications;
$3.4 billion (20%) on dental services and $3.0 billion (18%) on aids and appliances
(Figure 12).

Real growth in expenditure by individuals between 1994-95 and 2004-05 was 5.9%

per year, 0.7 percentage points above the real growth in health expenditure (5.2%)
(Tables 1 and 22).

In 2004-05, injury compensation insurers spent (in 2003-04 prices) $1,766 million on
health goods and services —$1,113 million by workers’ compensation insurers and
$653 million by motor vehicle third-party insurers (Table 29).

Bulk-billing rates for medical services were 70.2% in 2004-05, an increase of
0.6 percentage points since 1994-95. The peak was 72.3% in 1999-00 (Table 35).
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Hospital expenditure

. In 2004-05, hospitals accounted for over one third (35.3% or $29.0 billion) of recurrent
health expenditure. Expenditure on public hospitals was $22.1 billion and
expenditure on private hospitals was $6.9 billion (Table A3).

J Over the decade to 2004-05, expenditure on hospitals accounted for the largest
proportion of real growth in recurrent health expenditure (34.0%) — public hospitals
(24.1%) and private hospitals (9.8%) (Figure 4).

J The private hospital share of hospital expenditure increased in the last decade from
20.8% of hospital expenditure in 1994-95 to 23.8% in 2004-05 (calculated from
Table 30).

Pharmaceuticals and other medications expenditure

J In real terms, recurrent expenditure on pharmaceuticals for which benefits were paid
grew at an average of 10.5% per year from 1994-95 to 2004-05 (Table 36).
J In 2004-05, the total amount spent on pharmaceuticals for which benefits were paid

was $7.1 billion— 82% of this was benefits paid by the Australian Government for
PBS and RPBS items; 15% was patient contributions and 3% was other
pharmaceuticals (Section 100 drugs) (Figure 22).

J Expenditure on all other medications in 2004-05 was $3.8 billion —77% of which was
for over-the-counter medications (Figure 23).

J Expenditure on all medications grew in real terms at an average of 8.9% per year
from 1994-95 to 2004-05 (Table A8), but in 2003-04 growth was only 1.3% and in
2004-05 only 4.5%.

1.4 Revisions to ABS estimates

Revisions to ABS estimates of GDP, household final consumption expenditure (HFCE) and
Government finance statistics (GFS) have affected the estimates in this publication, as in
previous issues.

GDP estimates for this publication are sourced from the ABS (ABS 2006a). The current price
GDP estimates in that ABS publication are 3% higher for all years compared to those
published in Health expenditure Australia 2003-04 (AIHW 2005a). For instance, the 2003-04
current price estimate of GDP was revised up in the March quarter 2006 ABS publication by
$27 billion, compared with the published number used in Health expenditure Australia 2003-04
(AIHW 2005a). This resulted in a decrease in the proportion of GDP spent on health goods
and services (the health to GDP ratio) for that year from 9.7% to 9.4%.

Estimated total HFCE has been revised down since the publication of Health expenditure
Australia 2003-04 (AIHW 2005a). The major revision related to HFCE for doctors and other
health practitioners; it was revised downwards by $470 million in 2000-01, $929 million in
2001-02, $1,307 million in 2002-03 and $1,910 million in 2003-04.



ABS estimates of capital formation have been revised upwards for most years, since Health
expenditure Australia 2003-04 (AIHW 2005a). This is the result of an ongoing review of all
accrual time series by the ABS, in consultation with the state Treasuries. Accrual reporting is
now established in all jurisdictions and improvements in the quality of the time series data
have resulted in some changes to these series. Further revisions are expected progressively
over the next year.



