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23.3 million population
12.8 million with Private Health Insurance
35 health funds
746 public hospitals
281 private hospitals
311 day hospitals
3.8 million privately insured hospitalisations annually

Change in In-Hospital Treatments by Hospital Type
Data Source: AIHW 2014, Financial Years, Base Year is 1997/98
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Selected Episodes: Proportion Performed in Private Hospitals
AIHW Hospital Statistics 2011

Mental health treatment, sameday

81%

Other Knee Procedures

78%

Complex Middle Ear Infection

72%

Lens procedures

71%

Other major joint replacement & limb reattachment

64%

Cancer Therapy (Chemotherapy)

60%

Major procedures for malignant breast conditions

55%

Hip Replacements

57%

Australian Health System
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Private Health Insurance: NET Margin
Data Source: PHIAC Annual Reports
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Private Health Insurance
Not Just for the Rich
• 3.4 million people with private health insurance
live in households with incomes less than
$35,000 per annum.
• 5.6 million people with private health insurance
cover resided in households that had gross
annual incomes below $50,000.
Source: Australian Taxation Office & Australian Bureau of Statistics.

Private Health Funds
• want to pay for QUALITY
• want value for money
• want providers to adhere to clinical
guidelines
• expect members to get the best care, and
• and expect members to get the best
available prostheses (for example)

IdentifiedTotal Hip and Knee Replacement Prostheses with a higher than

expected revision rate* for joints utilised in 2012
Data Source: Australian Orthopaedic Association National Joint Replacement Registry Hip and Knee Arthroplasty Annual Report 2013
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*Identified by a standardised algorithm as having a higher than anticipated
revision rate when compared to other devices in the same class
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Annual PHI Prostheses Benefits
(Does not include hospital or medical specialists costs)
Australia, Financial Years
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Benefits of Private Involvement
Productivity Commission Report:
•
•
•
•

Private Sector shorter waiting time
Private sector higher labour productivity
Private sector safer infection control
Private sector lower general/capital cost

• Private sector can help control costs and
improve health outcomes.

Increased private sector involvement is pivotal to improving the quality and
consistency of healthcare delivered to Australians, while reducing costs
significantly

The challenge

• While Australia’s current healthcare model is very well regarded on a number of
dimensions…
• …we are spending more on health care without notable improvements in consistency and
quality
• The opportunities are centred around providing the right care to patients at an efficient cost

The opportunity:
save many million s
and improve quality

• Save $ in recurrent healthcare expenditure, while improving quality and consistency

The solution:
increase the role of
the private sector

• Increasing the role of the private sector will be central to capturing quality and cost gains

This vision is
achievable

Possible next steps
in the evolution of
Australian
healthcare

• Realising these opportunities progressively over the next decade could deliver $ many
millions in savings

• Four key reforms are necessary: increased use of integrated care models; new funding
models; improved incentives; and disciplined use of fact-based decision-making
• There is strong evidence in Australia and elsewhere that these opportunities can be
captured...
• …and that the private sector plays a central role in realising this vision
• Governments should focus on setting, measuring and enforcing standards, and enabling an
industry structure that encourages improved outcomes and lower costs…
• …through greater involvement from the private sector in the provision of quality healthcare
• Healthcare consumers will benefit, along with high performing funders and providers
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THE SOLUTION: “RE-MAPPING” THE HEALTHCARE
SYSTEM

Increased use
of integrated
care models

New funding
models

Improved
incentives

Disciplined
use of factbased
decisionmaking

The solution

Why these reforms matter

How the private sector adds value

• Integrated care transcends existing healthcare
boundaries and is more patient-focussed by:

• The private sector is experimenting with integrated
care, particularly in chronic disease management

– Bringing together the right team to address a
patient’s needs based on functional expertise
– Optimising the way care is delivered in and
outside of hospitals

• Many Australian private health funds are already
operating or participating in such programmes and
have a history of learning from experience abroad

• Activity-based funding is insufficient to drive
reform, as it by design cannot control both price
and volume
• Others have recognised more sophisticated
models, such as capitated payment models

• Private sector is expert in a range of funding
models…
• …including case-mix funding and caring for patients
under capitated payments across the care cycle

• Appropriate incentives are critical to clearly
signal and drive behavioural change

• Private sector is responsive to incentive-based
methods, and often encourages public sector
responsiveness

• Fact-based decision-making underpins reform

• While all healthcare stakeholders must do a better
job…

• Judgments of medical practitioners as well as the
most relevant information about patient circumstances are key to delivery consistent, quality
care

• …the private sector has already gathered richer data,
which act as a benchmark for broader improvements
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Others around the world are pursuing similar system-wide
reforms, with the private sector playing a central role

This vision is
achievable

CASE STUDIES

NHS, UK

Netherlands

Examples of work done

Relevance

• Currently undertaking outsourcing of services by
inviting the private sector to compete for £1.2bn
in contracts for cancer treatment and end-of-life
care

• Providing a more competitive care provision
market through active private sector involvement

• The contracts cover diagnosis and treatments
across radiology, breast screening, chemotherapy,
nursing and surgery for patients both in and out of
hospitals
• Introduced a system of mandatory private health
insurance in 2006, whereby competing providers
are obligated to offer universal coverage to all
residents

• Ensuring a single provider is entrusted with (and
is held accountable for) continuity of care for
patients, which is likely to deliver better outcomes

• Providing a mandate for minimum levels of
coverage, and encourages on-going quality
improvements both through market forces as well
as external regulators
• Encouraging price competition and innovation in
provision of healthcare products and services

• Transforming its care delivery system to a
coordinated, patient-centred and cost effective
model…
Arkansas,
USA

• …by addressing the needs of patients across
providers

• The proposed model integrates population-based
and episode-based funding models

• Tackling healthcare in a holistic manner, by
targeting payment innovation, workforce
development, consumer engagement and
information technology adoption…
• …which, together, has the potential to yield greater
results than the sum of the individual components
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Thank you.

