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AHPA Interest in this Consultation  
 

Allied Health Professions Australia (AHPA) represents 22 national allied health associations and 

collectively works on behalf of their 100,000 allied health practitioner members. Those allied health 

professionals provide services across a broad range of settings and to people experiencing a wide 

range of health conditions. Australia’s allied health professionals are increasingly working in the 

private sector. A series of health reforms over recent years have seen a significant proportion of 

Australia’s allied health workforce move into the delivery of private services. This change is 

increasingly exposing the allied health workforce, and consumers seeking to access private allied 

health services, to issues related to public funding structures and the limited funding available 

through private insurance rebates. AHPA and its members are committed to ensuring that all 

Australians, regardless of their socioeconomic status or background, can access safe, evidence-based 

allied health services to support their health and wellbeing. 

 

This submission has been developed in consultation with AHPA’s allied health association 

members. However, it does not represent a summary view of individual member association’s 

submissions. As such it is recommended that their detailed submissions are carefully considered. 

 

 

Summary 
 

1. Access to allied health services is an important determining factor in the overall health and 

wellbeing of people with a range of health issues including chronic and complex conditions. Yet 

poor public funding for these services is resulting in high out of pocket costs and increasing 

underutilisation of services. 

2. Medicare should provide universal access to allied health services. But reform is necessary to 

ensure rebates are in line with the costs of service provision and the number of rebatable 

services available each year meets patient need. These reforms are critical to improving access 

to care, in particular for people experiencing socioeconomic and other disadvantage.  

3. Avoidance of treatment is resulting in poor health outcomes and avoidable health issues for 

many Australians. This results in increased costs for consumers and the health system as well as 

lost productivity and flow on costs.  

4. Medicare reforms should include expanded access to allied health services, with a wider range 

of allied health services eligible for rebates under Medicare programs. 

5. Private health insurance products provide poor and inconsistent support for allied health 

services, particularly managed care for chronic conditions. Products eligible for government 

rebates should be required to appropriately fund evidence-based multidisciplinary care.  

6. Access to allied health services may be restricted by location or mobility. This could be 

addressed by expanding government-funded health rebates to allow access to telehealth. 

7. Private health insurers are increasingly establishing and marketing preferred provider 

arrangements which can impact on consumer choice and result in misinformation. AHPA 

believes the Australian Competition and Consumer Commission (ACCC) should be charged with 

ensuring anti-competitive behaviour is avoided and consumers choices are not restricted. 
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Introduction 
 

Australia spends considerable money on its health. Australian Institute of Health and Welfare 

(AIHW) figures are show that in 2014-15, $161.6 billion dollars were spent on health by government, 

insurers and consumersi. This included almost $6 billion in government subsidies for private health 

insurance and $28.6 billion in private out-of-pocket spending. That leaves Australia with some of the 

highest out-of-pocket costs in the developed world. This is unsustainable for consumers and for 

governments and is resulting in increased rates of avoidable health issues as well as challenging the 

equity of our universal access system. 

 

Allied Health Professions Australia (AHPA) and its member associations believe that there are clear 

options to address these issues. A growing body of research is showing both the necessity for, and 

efficacy of, interventions that help consumers manage our largest health burden: chronic disease. 

Yet our current system is not structured to provide access to these types of non-medical 

interventions and access to allied health remains poor.  

 

The inquiry’s Terms of Reference reflect the current system’s structure and focus predominantly on 

medical services and medical costs. AHPA has endeavoured to provide an allied health perspective 

on a number of the issues covered by the Terms of Reference. We note that allied health services 

are a key component of quality care across the primary, acute and tertiary sectors and that there is 

some evidence to suggest that the heavy weighting of medical interventions and the relatively poor 

support available to improve access to allied health care is contributing to the growing burden of 

chronic and complex illness in Australia. As such, we hope that the committee will take the time to 

carefully consider the role of, and issues related to, allied health services. 

 

This submission addresses Terms of Reference B, C, G, H (i), I, and K: 

 

b. The effect of co-payments and medical gaps on financial and health outcomes; 

c. Private health insurance product design including product exclusions and benefit 

levels, including rebate consistency and public disclosure requirements; 

g. Medical services delivery methods, including health care in homes and other 

models; 

h. The role and function of: 

i. medical pricing schedules, including the Medicare Benefits Schedule, the 

Australian Medical Association fee schedule and private health insurers’ fee 

schedules, 

i. The current government incentives for private health; 

k. Other related matters. 
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Comments to the Terms of Reference 
 

B. The effect of co-payments and medical gaps on financial and health outcomes 

 

Australian health consumers with chronic and complex conditions experience very high levels of 

out-of-pocket costs. These high costs reduce the accessibility of services and results in consumers 

avoiding treatment and increasing their risk of avoidable health issues. Out-of-pocket costs are 

exacerbated by limited funding for non-medical services despite their crucial role in supporting 

people with chronic and complex conditions. 

 

Australians privately pay approximately 20 percent of total health costs, an amount that is 

approximately double that of the United Kingdom and some 50 percent higher than Canada and 

New Zealand, all three of whom have similar government-funded health systemsii. These costs are 

increasing too—Medicare data shows that out-of-pocket costs for GP visits have increased by nearly 

20% since 2013 despite high rates of bulk billingiii. This is particularly concerning as out-of-pocket 

costs and medical gaps vary widely depending on the type of care being accessed and are typically 

far greater for non-medical services, such as allied health.  

 

The AIHW notes that non-government sources account for the majority of funding for allied health 

practitioner services and private allied health services are highly dependent on consumer 

contributions.iv A key cause of this is that current Medicare rebates for allied health care are well 

below the average cost of services and cover only a small proportion of the services most consumers 

need each year. Many allied health services are consultative in nature and cannot be provided 

during a 20 minute rebated service. Medicare statistics for the Better Access to Mental Health Care 

Medicare items, where service delivery for a range of professions is likely to be similar, supports the 

need for longer consultation rebates with 90% or more of the items accessed by eligible allied health 

practitioners of one hour duration. Speech Pathology Australia notes that the vast majority of 

patients incur full (or near to full) out of pocket costs of accessing private speech pathology services 

in Australia. The Dietitians Association of Australia notes that the current limit of five services per 

annum in total for allied health chronic disease service is too little to achieve adequate health 

outcomes as demonstrated by an evaluation of the Diabetes Care Project.v However, greater 

investment in allied health resulted in better outcomes measured by HbA1c, systolic blood pressure, 

total cholesterol, LDL cholesterol, waist circumference and depression. 

 

The high cost-of-treatment disproportionately impacts people with chronic illnesses, a group that 

also includes disproportionately high representation by people who experience socioeconomic 

disadvantage or are First Australians.vi People living with a respiratory disease, such as chronic 

obstructive pulmonary disease, experience far higher out-of-pocket healthcare expenditure than 

those with no health condition, paying $1640 compared to an average of $660 per year respectively. 

Out-of-pocket expense for other chronic health conditions are just as concerning with arthritis, 

diabetes, cardiovascular disease and mental illness all likely to be double, or more, than average 

costs for people with no health condition. 

 

These high costs are known to be a barrier to accessing health services, particularly for people living 

with a chronic health condition, who are more likely to skip treatment due to cost than other 
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cohorts. People experiencing mental illness are almost eight times as likely to skip treatmentvii. The 

previous senate inquiry into out-of-pocket health expenditure in Australia report noted that: 

 

 Australian Bureau of Statistics show that approximately 1.8 million Australians avoid seeking 

treatment each year due to cost 

 National Health Performance Authority show that between 3–14 % of adults avoid seeking 

medical treatment due to cost 

 Consumers Health Forum of Australia survey results showed that nearly half of Australians 

identified cost as a contributing factor to delays in seeing a medical practitioner.  

 

Reduced attendance rates are associated with poorer health outcomes and a greater burden on the 

Australian economyviii. This is resulting in an increased rate of avoidable health impacts and costs to 

the system—data shows that potentially avoidable hospitalisations for asthma and chronic 

obstructive pulmonary disease (COPD) in Australia are among the highest in the OECD.ix 

 

In addition to research demonstrating the link between low attendance and poor health outcomesx, 

research also shows that improving access to allied health professionals results in favorable 

improvements in health outcomesxi. Victoria’s Chief Allied Health Adviser, Kathleen Philip, noted the 

allied health workforce has the ability to enhance quality of care, improve consumers’ experience of 

primary health care, improve access to primary health care, and reduce the rate of health care 

expenditure and be used (together with their nursing and medical counterparts) as a greater 

strategic resource in the effective management of chronic and complex care.xii 

 

This is borne out by research commissioned by Exercise and Sports Science Australia (ESSA), who 

commissioned Deloitte Access Economics in 2016 to determine the value of investment of exercise 

interventions delivered by accredited exercise physiologistsxiii. It found these to be both effective 

and highly cost effective for Australians living with complex chronic disease. For example, the 

 net benefit per person per year, for Type 2 diabetes was $2,820, for people living with 

cardiovascular disease  or with chronic obstructive pulmonary disease  this increased to $7,606 and  

$6,629 respectively.  

 

AHPA also notes the limitations of current funding models to support issues such as eating disorders. 

A 2014 Australian study examined the household economic burden of eating disorders, showing that 

current models of funding for the treatment of eating disorders do not encourage management of 

patients in the community or in outpatient settings because the public system offers limited 

treatment options beyond admission for severe, acute episodes.xiv Private health insurance tends to 

provide only limited reimbursement outside private hospital admission. This pattern of funding 

discourages upstream management of illness and does little to prevent escalation. This leads to a 

model of care based on high cost acute management and creates inequities in access to treatment 

based on socioeconomic status, access to health insurance and type of condition.   

 

Recommendations: 

 

1. Access to allied health services, particularly for consumers with chronic conditions and 

mental illness, must be prioritised through reforms to the MBS Chronic Disease 
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Management and Better Access items.  Rebates should be more in line with the costs of 

service provision and the number of rebatable services available each year must be 

increased to at least 10 services. 

2. These reforms should include expanded access to allied health services with a wider range of 

allied health services eligible for rebates under both programs. 

3. Australian health policy and funding should reflect the wide body of research showing the 

efficacy of allied health services as an alternative to medical interventions by significantly 

increasing the flexibility of public and private insurance funding to improve access to care 

and consumer choice.  

 

 

C. Private health insurance product design including product exclusions and benefit 

levels, including rebate consistency and public disclosure requirements.  

 

Private health insurance can provide an important means of access to services. However, health 

insurance product design, particularly general treatment products, are not driven by a focus on 

health outcomes and have little transparency in how health services are chosen for inclusion or 

exclusion. They also focus on episodic rather than managed care. 

  

General treatment insurance, more typically referred to as Extras cover, is the only way consumers 

can access private health rebates to assist with the cost of most allied health services. This may be 

why a higher proportion of Australians retain general treatment insurance (55.7 percent) than 

hospital treatment insurance (47.1 percent).xv However, general treatment policies are highly 

variable in what services they fund and in the rebate levels and annual caps for treatments. Both 

consumer organisation Choice and the Grattan institute have expressed concern about the design 

and function of Extras policies, noting that only hospital insurance functions as true insurance. xvi 

Choice noted that general treatment insurance coverage can vary widely in the services that are 

covered and the way benefits are paid meaning it may not provide value for many consumers.xvii This 

is reflected in the relatively small proportion of total benefits paid out by health insurers for primary 

care services where less than 6 percent ($781 million) of total payments went to non-dental primary 

care services including allied health.xviii 

 

AHPA and its members believe that situating allied health care as an ‘add on’ product implies that 

these services are not core clinical care. Yet allied health practitioners provide crucial care for a 

broad range of health conditions and should be treated as such. Speech Pathology Australia notes 

that patients suffering aphasia from stroke, patients at risk of choking from a swallowing 

dysfunction, those living with the after effects of throat or neck cancer, vocal nodules, those with 

dementia, multiple sclerosis or other progressive neurological condition, parents of infants that are 

tube fed indefinitely, parents of children who have a specific speech and language disorder and are 

not verbal are all dependent on appropriate ongoing care from a speech pathologist. Where there 

are rebates under general treatment policies, these are totally inadequate as most conditions 

requiring speech pathology assessment and treatment are chronic, complex and last longer than six 

months in duration. Private health insurance rebates are inconsistent across insurance products and 

frequently inadequate both in terms of rebates for individual sessions and in the level of annual 

rebate provided. DAA notes that many private health funds only offer a $20-25 rebate for clients per 
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dietetic consultation, which equates to only 15-20% of the cost for an average consultation with a 

dietitian. 

 

While the variety of private health insurance products available in the market place should 

encourage competition and provide consumers with increased choice to meet their needs, the 

complexity of information about each product (including exclusionary items) makes it difficult for 

consumers to navigate these choices. Consumers may also not be well aware of the value or role of 

different services available through general treatment policies. Insurers may not differentiate 

between services provided by allied health providers with a strong evidence base and natural 

therapies such as naturopathy and homeopathy which are not considered effective. In some cases, 

insurers may also incorrectly categorise services. Exercise physiology is still listed by some insurers 

under naturopathic, alternative or complementary therapies despite the discipline’s evidence base 

for clinical outcomes.  

 

For the allied health sector, there are significant questions about how decisions are made about the 

types of general treatment services that are covered, the lack of evidence for the efficacy of 

treatments versus those that are not, as well as the role of insurers in determining what benefits 

they pay for services from different providers of services. Despite over $6 billion dollars of public 

funds going to subsidise the private health insurance industry, Australian governments and 

consumers have little say in which treatments are covered, how their inclusion or exclusion is 

determined, and how rebates are provided. 

 

Recommendations 

1. The Australian Government should introduce reforms that ensure that private health 

insurance products eligible for government rebates fund evidence-based multidisciplinary 

management of complex and chronic conditions.  

2. Private health insurance products that are eligible for government rebates should have 

guidelines applied that ensure they provide access to all appropriate allied health services 

and that rebate levels across products are more consistent and transparent for consumers.  

 

 

G. Medical services delivery methods, including health care in homes and other 

models 

 

Many allied health services must be delivered in the home, workplace or in an education facility. 

Yet funding is often based on a traditional model of service delivery in the practice. The result is 

that rebates often fail to account for costs associated with travel. Rebates for health services also 

lack flexibility in allowing consumers and practitioners to take advantage of advances in health 

technology such as telepractice. 

  

A number of allied health professions provide some or all of their services outside of a practice 

environment. This is particularly the case for occupational therapists, many of whom are required to 

consult in the client’s own environment, be it the home, a work place or a residential aged care 

facility. Academic evidence supports this need for occupational therapists to observe how a client 

functions across a range of settings and that the occupational therapist must consider the whole 
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context when undertaking an assessment, including the home, school, workplace and community.xix 
xx 

However, funding available through the Medicare Chronic Disease Management program, one of 

few public sources of funding for occupational therapy services does not cover the cost of travel. As 

a result, consumers often incur significant out-of-pocket costs. Occupational Therapy Australia also 

notes that follow-up visits are an integral part of assessing how clients are managing after home 

modifications have been undertaken or other assistive technology brought in. However, in many 

instances these visits are not occurring because clients must fully meet the costs themselves. 

 

AHPA and its member associations note that access to services and the costs associated with access 

are also closely related to the availability of a local workforce. For people in rural and remote areas, 

many of whom experience higher levels of chronic illnessxxi, costs are increased significantly due to 

the time required to travel to access care and the lost productivity associated with thatxxii. It is 

AHPA’s position that expanding access to allied health services via telehealth will be an essential way 

to manage workforce issues and access issues for consumers with disabilities, chronic illnesses and 

other health conditions in a range of settings. AHPA also notes that access issues may be 

experienced by consumers in metropolitan regions who may struggle to access health services due 

to mobility limitations. Frail-aged older people in residential aged care and people with disabilities 

are particularly at risk of missing out on services due to the difficulties involved in physically 

attending health consultations.  

The AHPA position is underpinned by a strong evidence base showing that telehealth provides an 

effective alternative to direct treatment interventions or consultations across a broad range of allied 

health professions. xxiii Telehealth technology is now highly accessible with large growth in the use of 

devices such as smartphones and tablets that enable telehealth. However, funding remains the 

primary barrier to uptake of telehealth. Restrictions in the eligibility criteria for government and 

other funding limit the delivery of allied health services via telehealth. This includes Medicare and 

Department of Veterans Affairs (DVA) rebates as well as rebates paid by private health insurers. The 

recent Federal Government budget has expanded the eligibility criteria of Medicare Better Access to 

Mental Health items and will now allow mental health practitioners to claim rebates for the delivery 

of consultations via telehealth in rural and remote Australia. A similar expansion of eligibility criteria 

for government-funded allied health programs would represent an important step forward in terms 

of providing access to services for consumers who may otherwise miss out. 

  

There is also an opportunity to extend access via private health rebates by encouraging health 

insurers to offer rebates for services provided through tele-practice or other evidence based delivery 

formats. This would be a key solution to addressing some of the access barriers faced by insured 

rural and remote Australians. 

 

Recommendation: 

1. Medicare rebates for services provided by allied health professionals through the CDM 

program should be increased or supplemented to offset additional costs such as travel 

expenses and the need to undertake follow-up visits where appropriate. 
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2. Government-funded health rebates should be expanded to allow access to telehealth 

services where there is evidence of their efficacy. 

3. The Australian government uses its position of influence with private health insurers to drive 

a similar expansion in eligibility for private allied health insurance rebates. 

 

 

H. The role and function of medical pricing schedules, including the Medicare 

Benefits Schedule, the Australian Medical Association fee schedule and private 

health insurers’ fee schedules 

 

Access to allied health services in Australia is highly dependent on an individual’s ability to pay 

privately due to low rebate levels and annual session limits for allied health services under the 

current Medicare Benefits Schedule.  

Medicare Benefits Schedule (MBS) items are an important funding source for allied health services. 

MBS items vary in their eligibility criteria with some profession-specific, e.g. funding for optometric 

services, and some more broadly focused. The Chronic Disease Management (CDM) program 

(formerly Enhanced Primary Care or EPC) is the most broadly focused source of MBS funding, 

providing the major source of access to allied health services under Medicare. The intention of the 

program is to provide access to planned and coordinated primary health care for patients with 

chronic medical conditions, however its limited nature means it is failing to provide access for 

consumers due to low rebate levels for only five services each year across all eligible professions. 

This was recognised in a consultation with former Minister for Health, the Hon Sussan Ley MP, 

noting that “Medicare’s structure no longer efficiently supported patients and practitioners to 

manage chronic conditions […]”. 

Current Medicare funding under the CDM program caps funding at 20 minutes, regardless of the 

type of consultation or the profession of the treating practitioner. This is insufficient for many 

services. For example, there are a number of services occupational therapists provide in more 

specialized areas such as Acquired Brain Injury, Lymphedema, and hand therapy. An initial 

consultation in these areas can often take 60 minutes or more and this difference leads to significant 

out of pocket costs. It also increases the chance consumers will skip treatments. An occupational 

therapist from Cairns recently noted: “we have had many patients decline to make an appointment 

when they hear about the out of pocket expense of $30, on top of the $52.95 Medicare rebate. In 

most cases they have nowhere else to go for this service. Especially given we are in a regional area 

with limitations on public services.” 

 

The CDM program also proscribes annual service limits with a maximum of five services shared 

between all eligible allied health services such as physiotherapy, psychology and speech pathology. 

Most chronic conditions will require more than five annual consultations with an individual 

profession and in many cases, patients require services from a multidisciplinary team of allied health 

professionals. This is the case for a person with diabetes who may be referred to an exercise 

physiologist, a diabetes educator, a dietitian, and a podiatrist. The five sessions also fail to account 

for the complexity of some conditions and in some cases, an allied health practitioner may require 

multiple sessions with a patient in order for their care needs to be properly assessed and managed. 
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Occupational Therapy Australia notes the experience of occupational therapists who provide care for 

people with dementia and their carers who live in the community. Evidence suggests that in order to 

provide evidence-based interventions to this cohort, an average of between five and ten 

consultations are neededxxiv. The importance of appropriate occupational therapy interventions is 

noted in Australian Clinical Practice Guidelines and Principles of Care for People with Dementia. 

However, many consumers are left with one off consultations with an allied health professional.  

Insufficient access to the care required significantly increases the risk of higher costs to the 

healthcare system related to the deterioration of a condition. Evidence gathered by Speech 

Pathology Australia also suggests that young people with speech impediments are likely to have a 

significantly increased risk of co-morbid mental health conditions if their condition is not sufficiently 

addressed before they reach adolescence.  

 

The role of allied health professionals in the primary care management of many chronic conditions is 

well recognised. However, this role is heavily limited by the current Medicare structure which does 

not remunerate allied health practitioners for case conferences for planning/review purposes, 

assessment consultations with patients, or communication with GPs. This policy forces practitioners 

to charge privately or engage in pro-bono work. It also reinforces the notion of allied health services 

being “optional” rather than central to multidisciplinary team care which discourages allied health 

practitioners from participating in multidisciplinary activities, and is likely to reduce the quality and 

effectiveness of chronic care.xxv 

 

The impact of the current approach to funding of allied health services is that we may be reducing 

expenditure in the short-term, but are increasing the cost to the health system and economy far 

more in the long run. If we use the example of heart disease, the Heart Foundation estimates that 

each heart attack costs $25,000 in direct heath costs and $281,000 in total costs. In many cases that 

heart attack could be prevented with appropriate, coordinated care within the primary care sector, 

focused around allied health and other support. 

Access to effective secondary prevention programs can significantly reduce the need for 

hospitalisation for many chronic conditions. The most recent Atlas finds up to 16-fold variations in 

the rates of hospitalisations for some chronic conditions – representing an improvement 

opportunity for the health system. The high hospitalisation rates and substantial variations reported 

in the Atlas show that recommended care is not always provided for people with these conditions. 

Equity issues are also raised with the Atlas noting that hospitalisation rates were higher among 

Aboriginal and Torres Strait Islander Australians, people living in areas of relative socioeconomic 

disadvantage, and those living in remote areas.xxvi 

 

Private health fee schedules 

AHPA notes that the availability and size of private health insurance rebates has a significantly 

distorting impact on the choices made by consumers. Where there are multiple options for dealing 

with a particular health condition, consumers are understandably more likely to choose the option 

funded by insurers. Yet the way insurers determine which services to fund lacks transparency and a 

solid base of evidence. A recent article published by researchers from the University of Sydney noted 

significant inconsistency in funding for allied health services with nutritionists more likely than 

dietitians to get recognised for nutrition services: physiotherapists more likely to be funded for hand 
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splints and orthoses than occupational therapists and orthopaedic surgeons more likely than 

podiatric surgeons to be rebated for foot and ankle surgery.xxvii Arthritis Australia and Rheumatology 

Australia have presented research suggesting that at least 10 per cent of joint replacements in 

Australia are avoidable resulting in unnecessary spending of some $200 million each year. Their 

submission estimated that a multidisciplinary program for people with hip and knee osteoarthritis 

focused around allied health interventions could be delivered for around $750 per person, compared 

to a joint replacement, which costs $25,000. xxviii Yet health insurers continue to fund surgical 

interventions under true health insurance while limiting allied health alternatives to minimally 

funded extras options.  

 

Recommendations: 

 

1. The number of allied health services for which rebates can be claimed through the CDM 
program should be increased to at least ten per year. This would allow for follow-up sessions 
to better manage a patient's chronic disease, and would bring the CDM program in line with 
the number of claimable sessions available through the Better Access to Mental Health 
initiative. Additional sessions (more than ten) should also be available in exceptional 
circumstances for people with particularly complex care needs or experiencing financial 
hardship. 

2. The Medicare rebate for services provided by allied health practitioners should be increased 
in line with the actual time required to provide care and to offset the factors that contribute 
to higher out-of-pocket costs for consumers, such as travel expenses. 

3. The Commonwealth Government should review the rebate structure of the CDM program 
every two years to better reflect the real costs of providing services to patients with chronic 
conditions. 

4. Private health insurance products that are eligible for government rebates should provide 
access to non-medical alternatives, where these are appropriate and backed by an 
appropriate evidence base. 

 

 

I. Current government incentives for private health 

 

Subsidising private health insurance has become an integral part of Australian government health 

funding. Since introducing private health insurance rebates in 1999, Australian government 

contributions have grown rapidly. In 2014-15, the government contributed $5.7 billion to help fund 

private health insurance. The Australian government has also introduced a range of legislation to 

encourage take up of private health insurance including the Medicare Levy Surcharge and Lifetime 

Loading. That push has been successful with the latest government figures showing about half of the 

Australian population have private health insurance.xxix Yet enrolment rates are dropping while 

complaints have increased dramatically suggesting high levels of dissatisfaction with current 

products. 

 

The goal of government funding must be to use public health dollars to ensure access to health 

services. Yet private health insurance is disproportionately held by middle and high income earners. 

The ABS Health Survey noted that levels of private health insurance membership differed on the 

basis of socio-economic disadvantage with people living in areas with relatively high levels of socio-

economic disadvantage having the lowest levels of private health insurance in Australia (33.4%), 
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while people living in areas of low disadvantage had the highest levels (79.4%).xxx Government 

funding of private health is also growing rapidly, outpacing spending growth in other areas. The 

Grattan Institute has calculated that the government subsidy for private health insurance 

is expected to grow by 7 percent from 2015-16 to 2018-19. This compares with 3.2 percent growth 

in overall Commonwealth health spending and 6.7 percent growth in Commonwealth support for 

public hospitals.xxxi 

 

Analysis by the Grattan Institute in 2013 shows that removing the Private Health Insurance Rebate 

could save governments $3.5 billion in annual public expenditure , based on the $5.5 billion (now 

more than $6 billion) in savings realised from the eliminated rebate being offset by an increase in 

demand for public hospital service.xxxii Given the finite pool of public health funds, it is time for 

rigorous debate about whether private health insurance spending by the Australian government 

should be replaced by increased funding of more equitable universal access programs such as the 

Medicare Benefits Schedule. Modelling such as that undertaken by the Grattan Institute suggests 

that significant extra funding could be put into primary allied health services without increasing the 

overall cost to the public purse but resulting in important improvements to the equity of access to 

care and the efficiency of our health system. 

  

Recommendations: 

 

1. The Australian government should direct the Productivity Commission to review the 
effectiveness of government subsidisation of private health insurance and research alternate 
models such as an expanded Medicare Benefits Schedule as the precursor to reforms that 
improve the equity of access to care for Australian consumers. 

2. The Australian government should require private health insurer’s general treatment 
policies to provide consistent funding for allied health services while ensuring it is not 
subsidising alternative treatments without an appropriate evidence base. 

 

 

K. Other related matters 

 

Preferred Provider Arrangements 

Funding can have a powerful impact on the market due to the impact of differential benefits 

payments on consumer choice. Insurers have recognised that they can increasingly control costs in 

the market by entering into exclusive agreements with private providers or establishing their own 

health providers. Those providers attract higher benefits payments for consumers leading many to 

switch providers. The Australian Dental Association has noted the strong likelihood of 

anticompetitive behaviour that can arise from such relationships and the similarities with other 

sectors where the government has stepped in.xxxiii Optometry Australia notes a range of instances 

where consumers report being directed to attend preferred provider optometry practices on the 

basis that they will ‘only’ receive benefits for optical appliances and/or specific eye health services if 

they attend such preferred providers. Some health funds also provide inconsistent and/or inaccurate 

information about the rebates policy holders are eligible to claim for some optical appliances 

resulting in consumers believing preferred provider schemes provide no-gap or known-gap optical 

products which may not be the case. These situations can increase the risk of unexpected costs and 

‘bill shock’ for the consumer, and also place unnecessary pressure on optometrists to cover the ‘gap’ 
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in order to maintain the consumer’s immediate business. Health funds may even direct patients to 

preferred providers on the basis that they will ‘save money’ without any knowledge of what is being 

prescribed, how products compare or what is clinically appropriate for the patient. AHPA believes 

that the role of health funds should not be to direct choices about health provider but rather to 

provide clear and accurate information to allow the policy holder to make an informed decision 

about their health care.  

 

The result is that health providers are increasingly faced with the choice of securing their customer 

base by entering into preferred provider agreements or losing customers lured away by higher 

benefits payments for other services. Those who have entered into preferred provider agreements 

are under significant pressure to keep costs low which conflicts with their ability to provide high 

quality health care.  

 

Increasingly private health insurers are establishing their own networks of allied health providers, 

including optometry practices and optical dispensers. These providers are treated in a similar way to 

preferred providers, in that accessing optical products via these practices is incentivised with higher 

rebates than for other providers, and often actively promoted to policy holders. Given the frequency 

with which consumers report being given inaccurate information that drives them to choose 

preferred providers, AHPA has strong concerns about the impact of private health insurers acting as 

both the insurers and providers of health care services and health care products, on patient choice in 

health care and health care provider and on competitiveness within the health care market.  

 

Recommendations 

 

1. AHPA believes the Australian Competition and Consumer Commission (ACCC) should be 
charged with monitoring health funds, including the dissemination of information from 
health funds to policy holders. The Commission should also conduct periodic audits of 
preferred provider arrangements to prevent anti-competitive behaviour.  
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