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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 will 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 2003–04, government funding of health expenditure was $53.5 billion, compared with 
$25.1 billion for non-government sources (Table 11).  

In the decade to 2003–04, funding of health expenditure by governments in Australia grew at 
a higher average annual real rate (5.6%) than did total expenditure on health funded from all 
sources, which averaged 4.6% per year (Table 17). 

As a consequence, the contribution of governments to the funding of total health expenditure 
increased from 66.4%in 1993–94 to 68.0%in 2003–04 (Table 12). However, between 2002–03 
and 2003–04, the government contribution decreased by 0.8 percentage points, from 68.8% in 
2002–03. The non-government contribution correspondingly rose from 31.2% to 32.0%. 

Table 11: Total health expenditure, current prices, by broad source of funds, 1993–94 to 2003–04 
($ million) 

Government  

Year 
Australian 

Government(a) 
State/territory

and local Total Non-government(a) Total

1993–94 16,683 7,868 24,550 12,440 36,990

1994–95 17,551 8,460 26,010 13,205 39,216

1995–96 19,005 9,260 28,265 13,817 42,082

1996–97 19,809 10,391 30,200 15,096 45,296

1997–98 21,450 11,502 32,952 15,336 48,288

1998–99 23,693 11,291 34,984 16,456 51,440

1999–00 26,046 12,672 38,717 16,538 55,255

2000–01 28,826 13,970 42,795 18,840 61,635

2001–02 30,818 14,845 45,662 21,107 66,769

2002–03 33,467 16,352 49,819 22,632 72,452

2003–04(b) 35,729 17,731 53,459  25,139 78,598

(a) Expenditure has been adjusted for tax expenditures. 

(b) Based on preliminary AIHW and ABS estimates. 

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

Source:     AIHW health expenditure database. 
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Table 12: Total health expenditure, current prices, by broad source of funds, as a proportion of total 
health expenditure, 1993–94 to 2003–04 (per cent) 

Government  

Year 
Australian 

Government(a) 
State/territory

and local Total Non-government(a) Total

1993–94 45.1 21.3 66.4 33.6 100.0

1994–95 44.8 21.6 66.3 33.7 100.0

1995–96 45.2 22.0 67.2 32.8 100.0

1996–97 43.7 22.9 66.7 33.3 100.0

1997–98 44.4 23.8 68.2 31.8 100.0

1998–99 46.1 21.9 68.0 32.0 100.0

1999–00 47.1 22.9 70.1 29.9 100.0

2000–01 46.8 22.7 69.4 30.6 100.0

2001–02 46.2 22.2 68.4 31.6 100.0

2002–03 46.2 22.6 68.8 31.2 100.0

2003–04(b) 45.5 22.6 68.0 32.0 100.0

(a) Expenditure has been adjusted for tax expenditures. 

(b) Based on preliminary AIHW and ABS estimates. 

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

Source:     AIHW health expenditure database. 

Table 13: Total health expenditure, by broad source of funds, as a proportion of GDP, 1993–94 to 
2003–04 (per cent) 

Government  

Year 
Australian 

Government(a) 
State/territory

and local Total Non-government(a) Total

1993–94 3.7 1.8 5.5 2.8 8.3

1994–95 3.7 1.8 5.5 2.8 8.3

1995–96 3.8 1.8 5.6 2.8 8.4

1996–97 3.8 2.0 5.7 2.9 8.6

1997–98 3.8 2.1 5.9 2.7 8.6

1998–99 4.0 1.9 5.9 2.8 8.7

1999–00 4.2 2.0 6.2 2.7 8.9

2000–01 4.3 2.1 6.4 2.8 9.2

2001–02 4.3 2.1 6.4 3.0 9.4

2002–03 4.4 2.2 6.6 3.0 9.6

2003–04(b) 4.4 2.2 6.6 3.1 9.7

(a) Expenditure has been adjusted for tax expenditures. 

(b) Based on preliminary AIHW and ABS estimates. 

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

Sources:     AIHW health expenditure database and ABS 2005. 

Funding can also be expressed as a ratio of health expenditure to GDP. Over the decade from 
1993–94 to 2003–04, the Australian Government increased its share from 3.7% to 4.4%. For 
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state and territory and local governments, the ratio fluctuated around 2.0%, while  
non-government sources increased their share of GDP, from 2.8% to 3.1% (Table 13). 

Total recurrent funding  
Recurrent expenditure makes up around 95% of total health expenditure in Australia. 
Consequently, changes in recurrent health expenditure constitute the bulk of changes in total 
health expenditure in any period. 

In real terms, recurrent funding of health grew by an average of 4.8% a year from 1993–94 to 
2003–04 (Table 16). The government sector’s recurrent funding grew by 5.6% per year, while 
non-government recurrent funding grew by 3.3% (Tables 14 and 15). These growth rates are 
similar to those for total government (5.6%) and total non-government funding (2.8%) of 
health (Table 17). 

Pharmaceuticals consistently experienced the greatest growth in total funding. Real growth 
in pharmaceuticals averaged 10.1% between 1993–94 and 2003–04. Funding for  
public hospitals (4.2%) and high-level residential care (3.8%) were the next highest in terms 
of real growth in funding (Table 16). 

Government sector funding 
Over the whole period under review, the area that attracted the most rapid real growth in 
government funding was private hospitals—22.4% per year (Table 14). This was largely a 
transfer from the non-government sector (private health insurance funds) to the Australian 
Government brought about by the effect of the rebate to holders of private health insurance 
cover. The increased use of private hospital services by veterans funded by the Department 
of Veterans’ Affairs (DVA) also contributed to the rapid real growth in government funding. 
Further, there was some small discontinuity because of the inclusion of state funding of 
private hospital services, estimated at $321 million in 2003–04. 

The period from 1997–98 to 2002–03, during which the Australian Government’s private 
health insurance incentives were being introduced and revised, saw growth in government 
recurrent funding of 5.9%. Growth during that period was largely in two areas—private 
hospitals (21.3% per year) and other professional services (14.9%), both of which were 
strongly influenced by changes to private health insurance arrangements. The other area that 
attracted strong growth in government funding after 1997–98 was expenditure on 
pharmaceuticals (13.0%) (Table 14). 

Non-government funding 
The area that attracted the fastest real growth in funding by non-government sources 
between 1993–94 and 2003–04 was pharmaceuticals—8.8% per year (Table 15). 

The only area of non-government funding to contract over that period was funding for 
private hospitals—down 2.4% per year.  

Of the two broad periods looked at —1993–94 to 1997–98 and 1997–98 to 2002–03, growth in 
non-government funding was most rapid in the second, that is, between 1997–98 and 
2002–03. It averaged 4.7% over this period, with much of the growth being driven by 
pharmaceuticals (10.3%). 
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Between 2002–03 and 2003–04, total non-government funding of recurrent health 
expenditure grew, in real terms, by 5.2% compared with 4.4% growth for total funding of 
recurrent health expenditure (Tables 15 and 16). 

 



22
 

T
ab

le
 1

4:
 G

ov
er

n
m

en
t f

u
n

d
in

g 
of

 r
ec

u
rr

en
t h

ea
lt

h
 e

xp
en

d
it

u
re

, c
on

st
an

t p
ri

ce
s(

a)
, b

y 
ar

ea
 o

f 
ex

p
en

d
it

u
re

, a
n

d
 a

n
n

u
al

 g
ro

w
th

 r
at

es
, 1

99
3–

94
  

to
 2

00
3–

04
 

H
ig

h-
le

ve
l 

re
si

de
nt

ia
l c

ar
e 

 
Ph

ar
m

ac
eu

tic
al

s 
M

ed
ic

al
 s

er
vi

ce
s

O
th

er
 p

ro
f. 

se
rv

ic
es

(c
)  

Pr
iv

at
e 

ho
sp

ita
ls

 
Pu

bl
ic

 h
os

pi
ta

ls
 

O
th

er
(c

)   

To
ta

l g
ov

er
nm

en
t

re
cu

rr
en

t 
ex

pe
nd

itu
re

 

Ye
ar

 
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
 

($
m

) 
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

19
93

–9
4 

2,
54

5
. .

1,
93

1
. .

7,
07

1
. .

30
1

. .
30

0
. .

11
,7

36
. .

4,
54

6
. .

28
,4

30
. .

19
94

–9
5 

2,
57

6
1.

2
2,

12
8

10
.2

7,
42

1
4.

9
28

4
–5

.6
42

1
40

.4
12

,1
35

3.
4

4,
75

4
4.

6
29

,7
19

4.
5

19
95

–9
6 

2,
73

7
6.

2
2,

55
4

20
.1

7,
78

0
4.

8
30

3
6.

6
47

9
13

.7
12

,6
90

4.
6

5,
17

0
8.

8
31

,7
14

6.
7

19
96

–9
7 

2,
92

8
7.

0
2,

76
6

8.
3

7,
96

3
2.

4
29

8
–1

.5
52

1
8.

7
13

,4
90

6.
3

5,
34

7
3.

4
33

,3
13

5.
0

19
97

–9
8 

3,
18

8
8.

9
2,

83
2

2.
4

8,
13

2
2.

1
31

1
4.

2
85

0
63

.2
14

,4
24

6.
9

5,
76

9
7.

9
35

,5
04

6.
6

19
98

–9
9 

3,
26

4
2.

4
3,

10
9

9.
8

8,
38

1
3.

1
26

6
–1

4.
4

1,
33

2
56

.8
14

,9
36

3.
6

5,
56

1
–3

.6
36

,8
50

3.
8

19
99

–0
0 

3,
37

7
3.

5
3,

54
8

14
.1

8,
84

0
5.

5
30

4
14

.4
1,

77
4

33
.2

15
,2

42
2.

0
6,

86
1

23
.4

39
,9

47
8.

4

20
00

–0
1 

3,
38

3
0.

2
4,

40
3

24
.1

8,
92

8
1.

0
64

1
11

0.
5

1,
99

2
12

.3
15

,5
84

2.
2

7,
72

7
12

.6
42

,6
57

6.
8

20
01

–0
2 

3,
46

9
2.

6
4,

73
4

7.
5

9,
22

8
3.

4
63

0
–1

.7
1,

93
1

–3
.0

16
,2

95
4.

6
7,

97
0

3.
1

44
,2

57
3.

8

20
02

–0
3 

3,
64

2
5.

0
5,

22
6

10
.4

9,
39

5
1.

8
62

1
–1

.4
2,

23
1

15
.5

17
,5

50
7.

7
8,

56
9

7.
5

47
,2

33
6.

7

20
03

–0
4(b

)  
3,

81
5

4.
7 

5,
68

4
8.

8
9,

82
7

4.
6

60
3

–2
.9

2,
26

9
1.

7
18

,1
89

3.
6

8,
77

4
2.

4
49

,1
60

4.
1

Av
er

ag
e 

an
nu

al
 g

ro
w

th
 ra

te
 

 

19
93

–9
4 

to
 1

99
7–

98
5.

8
 

10
.1

3.
6

0.
8

29
.7

5.
3

6.
1

5.
7

19
97

–9
8 

to
 2

00
2–

03
2.

7
 

13
.0

2.
9

14
.9

21
.3

4.
0

8.
2

5.
9

19
93

–9
4 

to
 2

00
3–

04
4.

1
 

11
.4

3.
3

7.
2

22
.4

4.
5

6.
8

5.
6

(a
) 

C
on

st
an

t p
ric

e 
he

al
th

 e
xp

en
di

tu
re

 fo
r 1

99
3–

94
 to

 2
00

3–
04

 is
 e

xp
re

ss
ed

 in
 te

rm
s 

of
 2

00
2–

03
 p

ric
es

. N
ot

 a
dj

us
te

d 
fo

r g
en

er
al

 ta
x 

ex
pe

nd
itu

re
s.

 

(b
) 

B
as

ed
 o

n 
pr

el
im

in
ar

y 
A

IH
W

 a
nd

 A
B

S
 e

st
im

at
es

. 

(c
) 

Fr
om

 2
00

0–
01

, i
t i

nc
lu

de
s 

D
V

A
 fu

nd
in

g 
an

d 
D

oH
A

 h
ea

rin
g 

se
rv

ic
es

 (a
ud

io
lo

gy
 c

om
po

ne
nt

) w
hi

ch
 w

as
 p

re
vi

ou
sl

y 
in

cl
ud

ed
 in

 ‘o
th

er
’. 

N
ot

e:
 

C
om

po
ne

nt
s 

m
ay

 n
ot

 a
dd

 to
 to

ta
ls

 d
ue

 to
 ro

un
di

ng
. 

S
ou

rc
e:

   
  A

IH
W

 h
ea

lth
 e

xp
en

di
tu

re
 d

at
ab

as
e.

 



23
 

T
ab

le
 1

5:
 N

on
–g

ov
er

n
m

en
t f

u
n

d
in

g 
of

 r
ec

u
rr

en
t h

ea
lt

h
 e

xp
en

d
it

u
re

, c
on

st
an

t p
ri

ce
s(

a)
, b

y 
ar

ea
 o

f 
ex

p
en

d
it

u
re

, a
n

d
 a

n
n

u
al

 g
ro

w
th

 r
at

es
, 

19
93

–9
4 

to
 2

00
3–

04
 

H
ig

h-
le

ve
l 

re
si

de
nt

ia
l c

ar
e 

 P
ha

rm
ac

eu
tic

al
s

M
ed

ic
al

 s
er

vi
ce

s
O

th
er

 p
ro

f. 
se

rv
ic

es
 

Pr
iv

at
e 

ho
sp

ita
ls

  
Pu

bl
ic

 h
os

pi
ta

ls
 

O
th

er
  

To
ta

l n
on

– 
go

ve
rn

m
en

t 
re

cu
rr

en
t 

ex
pe

nd
itu

re
 

Ye
ar

 
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
 

($
m

) 
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

19
93

–9
4 

78
1

. .
2,

19
7 

. .
1,

95
4

. .
1,

96
5

. .
4,

29
4

. .
1,

24
3

. .
4,

78
5

. .
17

,2
20

. .

19
94

–9
5 

78
5

0.
4

2,
40

4 
9.

4
2,

09
1

7.
0

1,
89

4
–3

.6
4,

61
4

7.
4

1,
22

4
–1

.5
4,

79
5

0.
2

17
,8

06
3.

4

19
95

–9
6 

81
3

3.
7

2,
33

7 
–2

.8
2,

17
6

4.
1

1,
79

0
–5

.5
4,

68
9

1.
6

1,
25

1
2.

2
4,

85
6

1.
3

17
,9

11
0.

6

19
96

–9
7 

83
6

2.
7

2,
57

6 
10

.2
2,

23
5

2.
7

2,
05

3
14

.7
4,

63
5

–1
.1

1,
26

7
1.

3
5,

02
4

3.
5

18
,6

25
4.

0

19
97

–9
8 

86
6

3.
7

2,
93

7 
14

.0
2,

16
2

–3
.2

1,
76

8
–1

3.
9

4,
11

1
–1

1.
3

1,
16

4
–8

.2
4,

90
9

–2
.3

17
,9

17
–3

.8

19
98

–9
9 

91
5

5.
6

3,
17

4 
8.

1
2,

25
5

4.
3

1,
75

3
–0

.8
3,

91
5

–4
.8

1,
23

4
6.

0
5,

57
3

13
.5

18
,8

20
5.

0

19
99

–0
0 

74
1

–1
9.

0
3,

47
6 

9.
5

2,
42

3
7.

5
1,

66
7

–4
.9

3,
53

4
–9

.7
1,

21
3

–1
.7

5,
29

9
–4

.9
18

,3
52

–2
.5

20
00

–0
1 

77
0

4.
0

3,
81

1 
9.

6
2,

42
0

–0
.1

1,
95

9
17

.5
3,

41
8

–3
.3

1,
33

4
10

.0
6,

55
0

23
.6

20
,2

62
10

.4

20
01

–0
2 

81
0

5.
2

4,
46

6 
17

.2
2,

56
0

5.
8

2,
10

7
7.

6
3,

60
9

5.
6

1,
46

2
9.

6
7,

08
8

8.
2

22
,1

01
9.

1

20
02

–0
3 

90
3

11
.4

4,
78

6 
7.

2
2,

58
5

1.
0

2,
19

7
4.

3
3,

36
2

–6
.8

1,
37

1
–6

.2
7,

39
4

4.
3

22
,5

97
2.

2

20
03

–0
4(b

)  
99

4
10

.1
 

5,
10

8 
6.

7
2,

76
5

6.
9

2,
43

5
10

.8
3,

36
7

0.
2

1,
44

5
5.

4
7,

64
9

3.
5

23
,7

62
5.

2

Av
er

ag
e 

an
nu

al
 g

ro
w

th
 ra

te
 

 
 

19
93

–9
4 

to
 1

99
7–

98
2.

6
 

7.
5

2.
6

–2
.6

–1
.1

–1
.6

0.
6

1.
0

19
97

–9
8 

to
 2

00
2–

03
0.

8
 

10
.3

3.
6

4.
4

–3
.9

3.
3

8.
5

4.
7

19
93

–9
4 

to
 2

00
3–

04
2.

4
 

8.
8

3.
5

2.
2

–2
.4

1.
5

4.
8

3.
3

(a
) 

C
on

st
an

t p
ric

e 
he

al
th

 e
xp

en
di

tu
re

 fo
r 1

99
3–

94
 to

 2
00

3–
04

 is
 e

xp
re

ss
ed

 in
 te

rm
s 

of
 2

00
2–

03
 p

ric
es

. N
ot

 a
dj

us
te

d 
fo

r g
en

er
al

 ta
x 

ex
pe

nd
itu

re
s.

 

(b
) 

B
as

ed
 o

n 
pr

el
im

in
ar

y 
A

IH
W

 a
nd

 A
B

S
 e

st
im

at
es

. 

N
ot

e:
 

C
om

po
ne

nt
s 

m
ay

 n
ot

 a
dd

 to
 to

ta
ls

 d
ue

 to
 ro

un
di

ng
. 

S
ou

rc
e:

   
 A

IH
W

 h
ea

lth
 e

xp
en

di
tu

re
 d

at
ab

as
e.

 



24
 

T
ab

le
 1

6:
 T

ot
al

 f
u

n
d

in
g 

of
 r

ec
u

rr
en

t h
ea

lt
h

 e
xp

en
d

it
u

re
, c

on
st

an
t p

ri
ce

s(
a)

, b
y 

ar
ea

 o
f 

ex
p

en
d

it
u

re
, a

n
d

 a
n

n
u

al
 g

ro
w

th
 r

at
es

, 1
99

3–
94

 to
 2

00
3–

04
 

H
ig

h-
le

ve
l 

re
si

de
nt

ia
l c

ar
e 

 P
ha

rm
ac

eu
tic

al
s

M
ed

ic
al

 s
er

vi
ce

s
O

th
er

 p
ro

f. 
se

rv
ic

es
(c

)  
Pr

iv
at

e 
ho

sp
ita

ls
  

Pu
bl

ic
 h

os
pi

ta
ls

 
O

th
er

(c
)   

To
ta

l r
ec

ur
re

nt
 

ex
pe

nd
itu

re
 

Ye
ar

 
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
 

($
m

) 
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

Am
ou

nt
($

m
)

G
ro

w
th (%

)
Am

ou
nt

($
m

)
G

ro
w

th (%
)

19
93

–9
4 

3,
32

6
. .

4,
12

8 
. .

9,
02

5
. .

2,
26

6
. .

4,
59

4
. .

12
,9

79
. .

9,
33

1
. .

45
,6

49
. .

19
94

–9
5 

3,
36

1
1.

1
4,

53
2 

9.
8

9,
51

2
5.

4
2,

17
8

–3
.9

5,
03

5
9.

6
13

,3
59

2.
9

9,
54

9
2.

3
47

,5
25

4.
1

19
95

–9
6 

3,
55

0
5.

6
4,

89
1 

7.
9

9,
95

6
4.

7
2,

09
3

–3
.9

5,
16

7
2.

6
13

,9
41

4.
4

10
,0

26
5.

0
49

,6
25

4.
4

19
96

–9
7 

3,
76

4
6.

0
5,

34
2 

9.
2

10
,1

98
2.

4
2,

35
1

12
.3

5,
15

6
–0

.2
14

,7
57

5.
9

10
,3

71
3.

4
51

,9
38

4.
7

19
97

–9
8 

4,
05

4
7.

7
5,

76
9 

8.
0

10
,2

94
0.

9
2,

07
9

–1
1.

6
4,

96
1

–3
.8

15
,5

87
5.

6
10

,6
78

3.
0

53
,4

22
2.

9

19
98

–9
9 

4,
17

9
3.

1
6,

28
4 

8.
9

10
,6

35
3.

3
2,

01
9

–2
.8

5,
24

7
5.

8
16

,1
70

3.
7

11
,1

35
4.

3
55

,6
70

4.
2

19
99

–0
0 

4,
11

8
–1

.5
7,

02
4 

11
.8

11
,2

64
5.

9
1,

97
1

–2
.4

5,
30

8
1.

2
16

,4
54

1.
8

12
,1

59
9.

2
58

,2
99

4.
7

20
00

–0
1 

4,
15

3
0.

9
8,

21
4 

16
.9

11
,3

47
0.

7
2,

60
0

31
.9

5,
41

0
1.

9
16

,9
18

2.
8

14
,2

77
17

.4
62

,9
19

7.
9

20
01

–0
2 

4,
28

0
3.

0
9,

20
0 

12
.0

11
,7

88
3.

9
2,

73
7

5.
3

5,
54

0
2.

4
17

,7
56

5.
0

15
,0

57
5.

5
66

,3
58

5.
5

20
02

–0
3 

4,
54

5
6.

2
10

,0
11

 
8.

8
11

,9
80

1.
6

2,
81

8
3.

0
5,

59
3

1.
0

18
,9

20
6.

6
15

,9
63

6.
0

69
,8

30
5.

2

20
03

–0
4(b

)  
4,

80
9

5.
8

10
,7

92
 

7.
8

12
,5

91
5.

1
3,

03
8

7.
8

5,
63

6
0.

8
19

,6
33

3.
8

16
,4

23
2.

9
72

,9
22

4.
4

Av
er

ag
e 

an
nu

al
 g

ro
w

th
 ra

te
 

 
 

19
93

–9
4 

to
 1

99
7–

98
5.

1
 

8.
7

3.
3

–2
.1

1.
9

4.
7

3.
4

4.
0

19
97

–9
8 

to
 2

00
2–

03
2.

3
 

11
.7

3.
1

6.
3

2.
4

4.
0

8.
4

5.
5

19
93

–9
4 

to
 2

00
3–

04
3.

8
 

10
.1

3.
4

3.
0

2.
1

4.
2

5.
8

4.
8

(a
) 

C
on

st
an

t p
ric

e 
he

al
th

 e
xp

en
di

tu
re

 fo
r 1

99
3–

94
 to

 2
00

3–
04

 is
 e

xp
re

ss
ed

 in
 te

rm
s 

of
 2

00
2–

03
 p

ric
es

. N
ot

 a
dj

us
te

d 
fo

r g
en

er
al

 ta
x 

ex
pe

nd
itu

re
s.

 

(b
) 

B
as

ed
 o

n 
pr

el
im

in
ar

y 
A

IH
W

 a
nd

 A
B

S
 e

st
im

at
es

. 

(c
) 

Fr
om

 2
00

0–
01

, i
t i

nc
lu

de
s 

D
V

A
 fu

nd
in

g 
an

d 
D

oH
A

 h
ea

rin
g 

se
rv

ic
es

 (a
ud

io
lo

gy
 c

om
po

ne
nt

) w
hi

ch
 w

as
 p

re
vi

ou
sl

y 
in

cl
ud

ed
 in

 ‘o
th

er
’. 

N
ot

e:
 

C
om

po
ne

nt
s 

m
ay

 n
ot

 a
dd

 to
 to

ta
ls

 d
ue

 to
 ro

un
di

ng
. 

S
ou

rc
e:

   
 A

IH
W

 h
ea

lth
 e

xp
en

di
tu

re
 d

at
ab

as
e.

 



25 

3.2 Government sources of funds 
In 2003–04, the Australian Government’s funding of health expenditure was an estimated 
$35.7 billion (Table 11). This was 45.4% of total funding for health by all sources of funds 
(Table 12 and Figure 5). State, territory and local government sources provided 22.6%.  

Other non-
government
4.6%

Department of 
Veterans’ Affairs 

(Australian 
Government)

4.5%

Health insurance 
funds
7.1%

Individuals
20.3%

State and local 
governments
22.6%

Australian 
Government (non-

DVA)
40.9%

Total funding: $78,598 million

 
Sources: Table 11 and Table 18. 

Figure 5: Estimated total health expenditure, current prices, by source of funds, 
2003–04 
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Australian 
Government direct 
expenditure plus 

DVA
45.8%

State and local ow n 
resources

33.2%

Australian 
Government 

(grants)
15.8%

Tax expenditure 
0.5%

Health insurance 
premium rebate 

4.7%

Total funding: $53,459 million

 
Sources: Table 11 and Table 18. 

Figure 6: Government sector financing of health expenditure, current 
prices, by source and type of funding, 2003–04 

 

Australian Government 
In 2003–04 the Australian Government provided 66.8% of estimated total government 
funding (Figure 6). This subsection provides more detail on the Australian Government’s 
funding of recurrent expenditure. Funding for capital formation is discussed in Section 4.2. 

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

• payments through the 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, 
PBS, higher level residential care subsidies) 

• rebates and subsidies under the Private Health Insurance Incentives Act 1997  

• taxation expenditures. 

Health expenditure funded by private health insurance subsidies rose from zero  
(1996–97) to $2.5 billion in 2003–04 (Table 18). 
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Table 18: Total health expenditure by the Australian Government, current prices, by type of  
expenditure, 1993–94 to 2003–04 ($ million) 

General expenditure 

Year DVA 
Grants 

to states

Rebates of 
health 

insurance 
premiums(a) 

Direct 
expend-

iture Total

Non-specific 
tax 

expenditure Total 

1993–94 1,412 4,404 . . 10,771 16,588 95 16,683 

1994–95 1,488 4,729 . . 11,242 17,459 91 17,551 

1995–96 1,540 5,012 . . 12,340 18,892 113 19,005 

1996–97 1,658 5,202 . . 12,822 19,681 128 19,809 

1997–98 1,802 5,656 407 13,439 21,305 145 21,450 

1998–99 2,144 6,328 963 14,095 23,530 162 23,693 

1999–00 2,399 6,556 1,576 15,342 25,873 173 26,046 

2000–01 2,698 6,996 2,031 16,897 28,622 203 28,826 

2001–02 2,962 7,397 2,105 18,129 30,593 225 30,818 

2002–03 3,340 8,102 2,312 19,456 33,211 256 33,467 

2003–04(b) 3,561 8,439 2,530 20,908 35,437  291 35,729 

(a) Includes rebates of health insurance premiums claimed through the taxation system. 

(b) Based on preliminary AIHW estimates. 

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 2002–03, its funding totalled $3,340 million 
(Table 18). Nearly two-thirds of this (61.1%) was for institutional services (mainly hospitals 
and high-level residential care services). In 2003–04, estimated funding by DVA was $3,561 
million. 

Other Australian Government sources of funding 

General expenditure 

Expenditures recorded as ‘general expenditure’ are recurrent expenditures paid out of 
appropriations by the Australian Government. Most of those expenditures are administered 
by the Department of Health and Ageing (DoHA). They include:  
 
• SPPs to the states and territories for health purposes  

• payments of personal health benefits to individuals—for example, Medicare and 
pharmaceutical benefits  

• subsidies and rebates under the Private Health Insurance Incentives Act 1997 (including 
amounts claimed through the taxation system)  

• subsidies paid to providers of health services—for example, high-level residential care 
subsidies.  
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High-level residential 
care
9.9%

Pharmaceuticals
16.1%

Private hospitals
3.9%

Medical services
29.5%

Public hospitals(b)

26.9%

Other health 
services
6.9%

Administration & 
research

6.7%

Total funding: $29,703 million(a)

 
(a) Not including tax expenditures. 

(b) Includes both non-psychiatric and psychiatric hospitals. 

Source: AIHW health expenditure database. 

Figure 7: General recurrent outlays on health goods and services by the Australian 
Government (excluding DVA), current prices, by type of funding, 2002–03 

Nearly one-third of all funding by the Australian Government was for medical services 
which, in 2002–03, accounted for 29.5% of all its general recurrent outlays on health 
(Figure 7).  

Most of the SPPs by the Australian Government to state and territory governments recorded 
in the general recurrent outlays on health were provided under the AHCAs between these 
two levels of government. The payments were primarily directed to expenditure in the 
public hospital systems of the states and territories. Other SPPs that were regarded as 
expenditure on public hospitals included payments for high-cost drugs and blood 
transfusion services. A proportion of the 30% rebate on private health insurance was also 
included as funding by the Australian Government for public hospitals. In 2002–03, 
payments relating to public hospital care accounted for more than one-quarter (26.9%) of 
total general recurrent outlays by the Australian Government for health.  

The other two main areas for which the Australian Government provided funding were 
pharmaceuticals, which in 2002–03 accounted for 16.1% of general recurrent outlays, and 
high-level residential care subsidies, which accounted for 9.9%.  
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Rebates of health insurance contributions (30% rebate) 

There are two methods for claiming the 30% rebate on private health insurance premiums 
(Table 18). 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 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. 

During 2003–04, the total value of the 30% rebate was $2.5 billion (Table 18). 

Non-specific tax expenditures 

As explained above, the 30% rebate claimed through taxation was regarded as part of 
Australian Government tax expenditures from 1997–98 to 1999–00.  

A second form of tax expenditure on health relates to a tax rebate of 20 cents in the dollar 
that can be claimed in respect of direct health expenditures that exceed a prescribed 
threshold (in 2003–04 that threshold was $1,500 per taxpayer). That second form of tax 
expenditure is referred to in this publication as ‘non-specific tax expenditures’. This is 
because they cannot be allocated to any particular area(s) of health expenditure  
(see Chapter 6).  

In 2003–04, the total value of such tax expenditures was $291 million (Table 18). 

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 provided by 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 hospitals dominates, accounting for 62.4% 
of recurrent funding provided by those government sources in 2002–03 (Figure 8). 

In real terms, funding for health by state, territory and local governments increased, by an 
average of 5.9% per year between 1993–94 and 2003–04, the annual growth having peaked at 
10.9% in 1996–97 (Table 17). 
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High-level residential 
care
1.5%

Public health
3.4%

Community health 
and other
21.7%

Administration & 
research

3.8%

Public hospitals(a)

62.4%

Private hospitals
2.0%

Ambulance
2.9%

Dental services
2.3%

Total funding: $14,190 million

 
(a) Includes both non-psychiatric and psychiatric hospitals. 

Source: Table A3. 

Figure 8: Recurrent funding of health goods and services by state, territory and local 
governments’ own resources, by broad areas of expenditure, current prices, 2002–03 

3.3 Non-government sources of funds 
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 63.3% ($15.9 billion) of estimated  
non-government funding of health goods and services during 2003–04 (Table 19 and  
Figure 9). That proportion rose by 12.9 percentage points in the decade to 2003–04. Private 
health insurance funds provided 22.3% ($5.6 billion) in 2003–04, down from 32.8% in  
1993–94. The remaining 14.4% ($3.6 billion) came from other non-government sources 
(mainly compulsory motor vehicle, third-party and workers’ compensation insurers), which 
experienced a fall in their share of health funding, by 2.4 percentage points, in the decade to 
2003–04. 
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Individuals
63.3%

Other non-
government sources
14.4% Health insurance 

funds
22.3%

 Total funding: $25,139 million(a)

 
(a) Individuals’ expenditure adjusted for non-specific tax expenditures. 

Source: Table 19. 

Figure 9: Estimated funding of health goods and services by non-government 
sources, current prices, 2003–04 

Non-government funding, which averaged around 33% of total health expenditure each year 
between 1993–94 and 1996–97 and around 31% between 1997–98 and 2001–02, was 32.0% in 
2003–04 (Table 12). The fall after 1996–97 was largely due to the influence of the Australian 
Government’s subsidy for private health insurance. The effect of that subsidy is that the 
benefits paid for private health goods and services used by insured people became jointly 
funded by the Australian Government (through the contribution rebates) and the funds’ 
members.  
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Table 19: Non-government sector funding of total health expenditure, current prices, by source of 
funds, 1993–94 to 2003–04 

 
Private health 

insurance funds(a) 
 

Individuals(b) 
Other  

non-government(c) 
All non-government 

sources(a)(b)(c) 

Year 
Amount 

($m) 
Proportion 

(%)  
Amount 

($m)
Proportion 

(%)
Amount 

($m)
Proportion 

(%)
Amount 

($m) 
Proportion 

(%)
1993–94 4,075 32.8  6,272 50.4 2,092 16.8 12,440 100.0

1994–95 4,201 31.8  6,702 50.8 2,303 17.4 13,205 100.0

1995–96 4,426 32.0  6,743 48.8 2,649 19.2 13,817 100.0

1996–97 4,700 31.1  7,541 50.0 2,856 18.9 15,096 100.0

1997–98 4,271 27.8  8,037 52.4 3,029 19.7 15,336 100.0

1998–99 3,855 23.4  9,312 56.6 3,290 20.0 16,456 100.0

1999–00 3,601 21.8  9,511 57.5 3,425 20.7 16,538 100.0

2000–01 4,123 21.9  11,463 60.8 3,254 17.3 18,840 100.0

2001–02 4,975 23.6  12,870 61.0 3,262 15.5 21,107 100.0

2002–03 5,268 23.3  14,230 62.9 3,135 13.9 22,632 100.0

2003–04(d) 5,603 22.3   15,922 63.3  3,614 14.4  25,139 100.0

(a)  Adjusted for private health insurance incentives subsidy and 30% premium rebates claimed through the tax system for years from  
 1997–98 to 1999–00. 

(b)  Adjusted for non-specific tax expenditures. 

(c)  Includes expenditure on capital formation. 

(d)  Based on preliminary AIHW and ABS estimates. 

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

Source:    AIHW health expenditure database.  
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Source: Table 19. 

Figure 10: Non-government sector funding of total health expenditure, current 
prices, by source of funds, 1993–94 to 2003–04 
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Table 20: Non-government sector funding of total health expenditure, by source of funds, 
constant prices(a), and annual growth rates, 1993–94 to 2003–04 

 
Private health 

insurance funds(b)  Individuals(c) 
Other  

non-government(d) 
All non-government 

sources(b)(c)(d) 

Year 
Amount 

($m) 
Growth 

(%)  
Amount 

($m)
Growth 

(%)
Amount 

($m)
Growth 

(%)
Amount 

($m) 
Growth 

(%)
1993–94 6,445 . .  8,924 . . 2,613 . . 17,982 . .

1994–95 6,525 1.2  9,139 2.4 2,866 9.7 18,530 3.0

1995–96 6,528 —  8,834 –3.3 3,279 14.4 18,641 0.6

1996–97 6,498 –0.5  9,544 8.0 3,453 5.3 19,494 4.6

1997–98 5,537 –14.8  9,686 1.5 3,581 3.7 18,804 –3.5

1998–99 4,891 –11.7  10,985 13.4 3,826 6.9 19,702 4.8

1999–00 4,402 –10.0  11,007 0.2 3,904 2.0 19,313 –2.0

2000–01 4,783 8.6  12,584 14.3 3,554 –9.0 20,920 8.3

2001–02 5,376 12.4  13,544 7.6 3,425 –3.6 22,345 6.8

2002–03 5,268 –2.0  14,230 5.1 3,135 –8.5 22,632 1.3

2003–04(e) 5,240 –0.5   15,114 6.2  3,433 9.5  23,786 5.1

Average annual growth rate 

1993–94 to 1997–98 –3.7  2.1 8.2  1.1

1997–98 to 2002–03 –1.0  8.0 –2.6  3.8

1993–94 to 2003–04 –2.0  5.4 2.8  2.8

(a)  Constant price health expenditure for 1993–94 to 2003–04 is expressed in terms of 2002–03 prices. 

(b)  Adjusted for private health insurance incentives subsidy and 30% premium rebates claimed through the tax system for years from  
 1997–98 to 1999–00. 

(c)  Adjusted for non-specific tax expenditures. 

(d)  Includes expenditure on capital formation. 

(e)  Based on preliminary AIHW estimates. 

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

Source:    AIHW health expenditure database.  

Individuals 
In 2003–04, of the estimated $16.2 billion out–of-pocket recurrent expenditure by individuals 
on health care goods and services (Figure 11): 

• 31.4% was spent on pharmaceuticals  

 – 6.4% on PBS and Repatriation Pharmaceutical Benefits Scheme (RPBS) patient 
contributions  

 – 25.0% on other pharmaceuticals (see Glossary for a detailed definition) 

• 20.1% on dental services 

• 13.5% on aids and appliances  

• 9.9% on medical services. 
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Other professional 
services

12.3%

Ambulance and 
other (nec)
2.6%

Benefit-paid 
pharmaceuticals
6.4%

Dental services
20.1%

All other 
pharmaceuticals
25.0%

Aids and appliances
13.5%

Public hospitals
2.2%

High-level residential 
care
6.4%

Medical services
9.9%

Private hospitals
1.8%

Total funding: $16,213 million(a)

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

Source: Table A4. 

Figure 11: Recurrent expenditure by individuals, in current prices, by area of 
expenditure, 2003–04 

 



37 

From 1997–98 to 2002–03, the main areas of real growth in individuals’ out-of-pocket funding 
were for public hospitals, aids and appliances, pharmaceuticals, and dental services (Figure 
12). Many of these increases resulted from increases in the ABS’s estimates of HFCE over the 
period with the exception of public hospitals. These are, coincidentally, areas of expenditure 
for which substantial capped benefits are paid out of ancillary tables offered by health funds. 
There may be a relationship between the increasing health insurance coverage in recent years 
and an accompanying increase in out-of-pocket expenditure (where the costs of the goods or 
services exceed the maximum benefits paid by private health funds in a year). Changes to the 
type of health insurance cover offered may also affect out-of-pocket expenditure. For 
example, the introduction of in-hospital medical services no-gap cover schemes in August 
2000 may be affecting the negative growth in out-of-pocket expenditure on private hospitals 
over the period. 
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(a) Individuals’ expenditure not adjusted for non-specific tax expenditures. 

(b) Constant price health expenditure for 1993–94 to 2003–04 is expressed in terms of 2002–03 prices.  

Sources: AIHW health expenditure database. 

Figure 12: Average annual growth in individuals’ funding(a) of recurrent health expenditure, 
constant prices(b), by area of expenditure, 1997–98 to 2002–03 

 

In real terms, average out-of-pocket health expenditure per person grew by 4.2% a year in 
the decade from 1993–94 to 2003–04 (Table 21). Over this period, the area of out-of-pocket 
expenditure that had the most rapid real growth was aids and appliances, at 9.6% per year. 
Other areas of expenditure that showed high real growth rates were ambulance and 
pharmaceuticals at 9.2% and 7.6% per annum respectively. In contrast, average per person 
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out-of-pocket expenditure on hospitals declined over this decade at 2.3% per annum. This 
was due to an average decline in per person out-of-pocket expenditure on private hospitals. 

 



39
 

T
ab

le
 2

1:
 A

ve
ra

ge
 o

u
t-

of
-p

oc
k

et
 r

ec
u

rr
en

t h
ea

lt
h

 e
xp

en
d

it
u

re
 p

er
 p

er
so

n
, c

on
st

an
t p

ri
ce

s(
a)

, a
n

d
 a

n
n

u
al

 g
ro

w
th

 r
at

es
, b

y 
ar

ea
 o

f 
ex

p
en

d
it

u
re

, 1
99

3–
94

 to
 2

00
3–

04
 

H
os

pi
ta

ls
 

 
H

ig
h-

le
ve

l 
re

si
de

nt
ia

l c
ar

e 
Am

bu
la

nc
e 

an
d 

ot
he

r (
ne

c)
M

ed
ic

al
 

se
rv

ic
es

 
D

en
ta

l 
 s

er
vi

ce
s 

O
th

er
 

pr
of

es
si

on
al

 
se

rv
ic

es
 

Ph
ar

m
a-

ce
ut

ic
al

s 
 

Ai
ds

 a
nd

 
ap

pl
ia

nc
es

  

To
ta

l 
re

cu
rr

en
t 

ex
pe

nd
itu

re
 

Ye
ar

 
Am

ou
nt ($

)
G

ro
w

th (%
) 

Am
ou

nt ($
)

G
ro

w
th (%

)Am
ou

nt ($
)

G
ro

w
th (%

)Am
ou

nt ($
)

G
ro

w
th (%

)Am
ou

nt ($
)

G
ro

w
th (%

)Am
ou

nt ($
)

G
ro

w
th (%

)Am
ou

nt ($
)

G
ro

w
th (%

)
Am

ou
nt ($

)
G

ro
w

th (%
)

Am
ou

nt ($
)

G
ro

w
th (%

)

19
93

–9
4 

39
. .

 
44

. .
8

. .
68

. .
11

1
. .

77
. .

12
0

. .
42

. .
50

9
. .

19
94

–9
5 

43
11

.3
 

44
–0

.7
5

–3
9.

5
69

2.
1

11
2

0.
6

69
–1

0.
1

13
0

8.
3

43
2.

6
51

5
1.

2

19
95

–9
6 

27
–3

7.
6

 
45

2.
3

8
52

.0
71

3.
1

10
9

–2
.2

65
–7

.0
12

4
–4

.6
45

3.
7

49
3

–4
.3

19
96

–9
7 

31
13

.1
 

45
0.

4
8

5.
4

72
0.

7
11

2
2.

0
79

21
.6

13
5

9.
3

46
2.

5
52

6
6.

8

19
97

–9
8 

26
–1

6.
3

 
46

3.
1

8
–0

.3
71

–1
.1

11
0

–1
.3

67
–1

4.
4

15
4

13
.9

48
3.

2
52

9
0.

6

19
98

–9
9 

44
72

.5
 

47
2.

1
21

15
8.

6
74

4.
8

11
1

0.
5

63
–6

.3
16

4
6.

7
65

36
.0

59
3

12
.1

19
99

–0
0 

41
–7

.1
 

39
–1

7.
7

13
–3

8.
1

78
5.

4
11

0
–0

.8
60

–5
.0

17
7

8.
1

68
4.

5
58

8
–0

.9

20
00

–0
1 

41
–0

.9
 

40
2.

7
15

19
.0

75
–3

.9
12

9
17

.5
72

20
.3

19
2

8.
2

10
0

47
.6

66
4

12
.9

20
01

–0
2 

38
–6

.7
 

41
3.

9
18

18
.3

72
–4

.5
14

7
13

.8
76

5.
1

22
2

15
.7

92
–8

.2
70

5
6.

3

20
02

–0
3 

30
–2

0.
0

 
46

10
.1

20
10

.0
72

0.
4

15
0

2.
4

80
5.

3
23

5
5.

8
10

1
9.

6
73

3
3.

9

20
03

–0
4(b

)  
31

1.
3

 
50

8.
8

20
1.

2
72

0.
5

15
4

2.
4

89
12

.0
24

8
5.

7
10

6
5.

3
77

0
5.

0

Av
er

ag
e 

an
nu

al
 g

ro
w

th
 ra

te
 

 
 

19
93

–9
4 

to
 1

99
7–

98
–9

.9
 

1.
3

–0
.9

1.
2

–0
.3

–3
.4

6.
5

3.
0

1.
0

19
97

–9
8 

to
 2

00
2–

03
3.

4
 

–0
.3

19
.9

0.
4

6.
4

3.
5

8.
8

16
.1

6.
7

19
93

–9
4 

to
 2

00
3–

04
–2

.3
 

1.
2

9.
2

0.
7

3.
3

1.
5

7.
6

9.
6

4.
2

(a
) 

C
on

st
an

t p
ric

e 
he

al
th

 e
xp

en
di

tu
re

 fo
r 1

99
3–

94
 to

 2
00

3–
04

 is
 e

xp
re

ss
ed

 in
 te

rm
s 

of
 2

00
2–

03
 p

ric
es

. N
ot

 a
dj

us
te

d 
fo

r g
en

er
al

 ta
x 

ex
pe

nd
itu

re
s.

 

(b
) 

B
as

ed
 o

n 
pr

el
im

in
ar

y 
A

IH
W

 e
st

im
at

es
. 

N
ot

e:
 

C
om

po
ne

nt
s 

m
ay

 n
ot

 a
dd

 to
 to

ta
ls

 d
ue

 to
 ro

un
di

ng
. 

S
ou

rc
e:

   
 A

IH
W

 h
ea

lth
 e

xp
en

di
tu

re
 d

at
ab

as
e.

 

 



40 

Private health insurance 
Funding by private health insurance funds is chiefly directed at private hospital services. 
During 2003–04, private hospitals accounted for 48.6% of the $5.6 billion in funding provided 
by health insurance funds (Figure 13). Other major areas of expenditure that received 
funding were dental services (12.6%), administration (10.4%) and medical services (9.7%).  

 

Other professional 
services
6.1%

Medical services
9.7%

Public (non-
psychiatric) 
hospitals
5.6%

Administration
10.4%

Private hospitals
48.6%

Dental services
12.6%

Other health 
services
7.0%

Total funding: $5,603 million

 

Source: Table 22. 

Figure 13: Recurrent funding of health goods and services through health insurance 
funds, by area of expenditure, current prices, 2003–04 

General benefits and administration 
Gross health benefits paid through the health insurance funds in 2003–04 amounted to 
$7,290 million—up $535 million from $6,755 million in 2002–03 and up $1,009 million since 
2001–02 (Table 22). A further $843 million was used to fund administration during 2003–04; 
this showed a steady increase from $804 million in 2001–02 and $825 million in 2002–03. 

The position of the health insurance funds overall continued to improve in 2003–04, after 
experiencing a net operating loss, before abnormals and extraordinary items, of $32 million 
in 2001–02 (Table 23).
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Table 24: Expenditure on health goods and services and administration through private health 
insurance funds, constant prices(a), and annual growth rates, 1993–94 to 2003–04 

Gross payments 
through health 

insurance funds  

Reimbursement for 
rebates allowed by 

funds 
Rebates through 
taxation system 

Net payments from health 
insurance funds resources 

Year 
Amount 

($m) 
Growth 

(%)  
Amount 

($m) 
Growth 

(%)
Amount 

($m)
Growth 

(%)
Amount 

($m) 
Growth 

(%)

1993–94 6,445 . .  . . . . . . . . 6,445 . .

1994–95 6,525 1.2  . . . . . . . . 6,525 1.2

1995–96 6,528 ––  . . . . . . . . 6,528 ––

1996–97 6,498 –0.5  . . . . . . . . 6,498 –0.5

1997–98 6,059 –6.8  319 . . 203 . . 5,537 –14.8

1998–99 6,099 0.7  984 208.2 225 10.6 4,891 –11.7

1999–00 6,294 3.2  1,662 68.9 229 2.1 4,402 –10.0

2000–01 7,100 12.8  2,118 27.4 200 –12.9 4,783 8.6

2001–02 7,626 7.4  2,080 –1.8 170 –14.7 5,376 12.4

2002–03 7,580 –0.6  2,146 3.2 166 –2.3 5,268 –2.0

2003–04(b) 7,626 0.6  2,217 3.3 169 1.7 5,240 –0.5

Average annual growth rate    

1993–94 to 1997–98 –1.5   . . . .  –3.7

1997–98 to 2002–03 4.6   46.4 –3.9  –1.0

1993–94 to 2003–04 1.7   . . . .  –2.0

(a)  Constant price health expenditure for 1993–94 to 2003–04 is expressed in terms of 2002–03 prices. 

(b)  Based on preliminary AIHW estimates. 

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

Source:     AIHW health expenditure database. 

The initial effect of the introduction of the Australian Government subsidy in 1997 was a 
sharp drop in net funding by health insurance funds in each year up to 1999–00, followed by 
a recovery after the introduction of the lifetime health cover arrangements in the September 
quarter of 2000. Net expenditure in real terms was almost constant in 2002–03 and 2003–04, 
at $5,268 million and $5,240 million respectively. However, this was still below the 1997–98 
level of $5,537 million (Table 24 and Figure 14). 

In 2003–04, it was estimated that health insurance funds spent on average $605 per person 
covered on health (in 2002–03 prices). Fund members in South Australia on average attracted 
the highest amount per person covered ($706) while people in the Australian Capital 
Territory attracted the least per person covered ($370). When comparing average annual 
growth rates in constant prices over the period 1996–97 to 2003–04, all states and territories 
recorded reductions in the amount spent through health insurance. Fund members in 
Victoria had the greatest decline in their per person expenditure of 10.1% per annum 
(Table 25). 
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Table 25: Average expenditure on health insurance funds per person(a) covered, constant prices,(b) 
by state and territory, 1996–97 to 2003–04 ($) 

Period NSW Vic Qld WA SA Tas ACT NT Australia 

1996–97 1,069 1,136 1,087 960 1,191 1,082 533 616 1,075 

1997–98 941 1,012 943 855 1,051 940 478 539 947 

1998–99 847 898 883 764 956 784 451 510 854 

1999–00 641 716 687 637 773 632 389 401 671 

2000–01 534 538 574 535 638 595 340 336 547 

2001–02 607 566 667 623 734 679 365 401 615 

2002–03 600 552 650 634 724 656 362 378 606 

2003–04(c) 602 539 663 635 706 664 370 383 605 

Average annual growth rate 

1996–97 to 1997–98 –11.9 –10.9 –13.2 –10.9 –11.7 –13.1 –10.2 –12.5 –11.8 

1997–98 to 2002–03 –8.6 –11.4 –7.2 –5.8 –7.2 –6.9 –5.4 –6.9 –8.5 

1996–97 to 2003–04 –7.9 –10.1 –6.8 –5.7 –7.2 –6.7 –5.1 –6.6 –7.9 

(a) Based on annual mean resident population. 

(b) Constant price health expenditure for 1996–97 to 2003–04 is expressed in terms of 2002–03 prices. 

(c) Based on preliminary AIHW estimates. 

Source: AIHW health expenditure database. 
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(a) Constant price health expenditure for 1993–94 to 2003–04 is expressed in terms of 2002–03 prices. 

Note: Up to 1996–97, gross payments through the funds equal net payments from health insurance funds’ resources. 

Source: Table 24. 

Figure 14: Funding of health goods and services by private health insurance funds, 
constant prices(a), 1993–94 to 2003–04 

 

In 2002–03, males aged 65 years or over with private health insurance cover for hospital care 
attracted average out-of-pocket expenditures that were substantially higher than those for 
females in the same age groups with similar types of insurance cover (Figure 15). For all 
other age categories, out-of-pocket expenditures by females were higher than for males. 

The greatest difference between the sexes, when it came to out-of-pocket expenditure on 
hospital services, was in the age category 20–44 years. Females in this category spent, on 
average, more than twice the rate of males. This reflects the additional out-of-pocket outlays 
on hospital services faced by women in their child-bearing years. 
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Source: AIHW health expenditure database. 

Figure 15: Out-of-pocket hospital expenditure, by sex, per person with private 
health insurance hospital cover, current prices, 2002–03 

 

Injury compensation insurers 
Worker’s compensation insurers and third-party motor vehicle insurers comprise the 
funding for injury compensation insurers. In 2003–04 injury compensation insurers spent  
(in 2002–03 prices), $1,822 million on health goods and services. Workers’ compensation 
insurers and third–party motor vehicle insurers accounted for $1,114 million and $708 
million respectively of this expenditure. Over the period 1993–94 to 2003–04 expenditure by 
workers’ compensation insurers rose on average by 3.9% per year while the annual increase 
over this decade was 5.9% for third-party insurers (Table 26).  
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Table 26: Expenditure by injury compensation insurers, constant prices(a), and annual growth rates, 
1993–94 to 2003–04 

Workers’ compensation 
insurers  Third-party insurers  Total injury insurers 

Year Amount ($m) Growth (%)  Amount ($m) Growth (%)  Amount ($m) Growth (%) 

1993–94 762 . .  400 . . 1,162 . . 

1994–95 859 12.7  493 23.4 1,352 16.3 

1995–96 884 2.9  459 –6.8 1,343 –0.6 

1996–97 870 –1.6  507 10.3 1,377 2.5 

1997–98 845 –2.8  473 –6.6 1,319 –4.2 

1998–99 917 8.5  550 16.1 1,467 11.3 

1999–00 947 3.2  555 0.9 1,502 2.3 

2000–01 938 –0.9  500 –9.9 1,438 –4.3 

2001–02 945 0.7  646 29.4 1,591 10.7 

2002–03 971 2.8  638 –1.4 1,609 1.1 

2003–04(b) 1,114 14.7  708 11.0 1,822 13.3 

Average annual growth rate    

1993–94 to 1997–98 2.6  4.3  3.2 

1997–98 to 2002–03 2.8  6.1  4.1 

1993–94 to 2003–04 3.9  5.9  4.6 

(a)  Constant price health expenditure for 1993–94 to 2003–04 is expressed in terms of 2002–03 prices. 

(b)  Based on preliminary AIHW estimates. 

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

Source:    AIHW health expenditure database. 

3.4 Aboriginal and Torres Strait Islander funding, 
2001–02 

In July 2005, the AIHW published Expenditures on health for Aboriginal and Torres Strait 
Islander peoples, 2001–02. These statistics provide a different slice of the health expenditure 
data for 2001–02 presented in this publication (although there will be some slight differences 
in aggregates because of revisions to data since July 2005). 

Estimated expenditure on health services for Aboriginal and Torres Strait Islander people for 
2001–02 was, on average, $3,901 per Indigenous person (Table 27). Governments were 
responsible for 92.7% ($3,614 per person) of this funding. The non-government sector 
contributed 7.3% or $287 per person. 

By way of comparison, government funding for health for all Australians in 2001–02 was 
estimated at 68.4% of total funding (Table 12). 

In 2001–02, the three areas of expenditure that attracted the highest spending for Indigenous 
Australians were: 

• public (non-psychiatric) hospitals ($1,774 per person) 

• community health services ($959 per person) 

• medical services ($217 per person). 
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The first two of these service types—public (non-psychiatric) hospitals and community 
health services— together accounted for most (70.1%) of the recurrent expenditure on health 
for Indigenous Australians during 2001–02. By way of contrast, total expenditure (for all 
Australians) on these services represented less than one-third (30.8%) of recurrent health 
expenditure (Table A2). 

This reflects the much higher reliance that Indigenous people place on these largely publicly 
funded health services to meet their health needs and their much lower use of privately 
funded health goods and services. 

 

Table 27: Recurrent expenditure on health for Aboriginal and Torres Strait Islander peoples, per 
person, current prices, by service type and broad sources of funding, 2001–02 ($) 

Government 

Area of expenditure 
Australian 

Government 
State/territory

and local Total Non-government 

Total 
recurrent 

expenditure

Hospitals 769.64 1,030.65 1,800.29 52.46 1,852.75

Public (non-psychiatric) 756.12 975.81 1,731.93 41.94 1,773.87

Public (psychiatric) –- 51.41 51.41 2.38 53.79

Private 13.52 3.43 16.94 8.14 25.08

High-level residential care 66.57 25.51 92.08 16.75 108.83

Ambulance and other (nec) 27.51 103.82 131.33 5.63 136.95

Total institutional 863.72 1,159.98 2,023.71 74.83 2,098.54

Medical services 184.35 — 184.35 32.85 217.19

Other health professionals 14.43 — 14.43 22.33 36.76

Pharmaceuticals(a) 78.49 3.24 81.73 62.63 144.36

Benefit-paid items 77.57 — 77.57 14.63 92.20

All other items 0.92 3.24 4.16 48.00 52.16

Aids and appliances(b) 3.06 1.46 4.52 29.99 34.51

Other non-institutional 495.95 712.53 1,208.48 50.54 1,259.03

Community health and other 365.74 593.00 958.74 0.56 959.30

Public health(c) 68.00 90.15 158.15 — 158.15

Dental services 3.29 — 3.29 44.31 47.59

Health administration(d) 58.92 29.39 88.31 5.67 93.99

Other health services(e) 42.53 54.45 96.99 13.46 110.44

Total non-institutional 818.82 771.68 1,590.50 211.79 1,802.29

Total recurrent expenditure 1,682.54 1,931.66 3,614.20 286.63 3,900.83

Share of total funding (%) 43.1 49.5 92.7 7.3 100.0

(a) The Northern Territory was the only jurisdiction to report funding on pharmaceutical expenditure. 

(b) Four jurisdictions reported funding of aids and appliances expenditure: New South Wales, Victoria, Queensland and the 
Australian Capital Territory. 

(c) Includes public health research. No public health research was reported for Queensland. 

(d) State and territory health administration includes Queensland, Western Australia, South Australia and Tasmania. The other states and 
territories distributed administration across areas of expenditure. 

(e) Includes research other than public health research. No state research was reported for Tasmania. 

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

Source:    AIHW 2005b. 


