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The health care state

• Health as an industry
– Market-driven: pharmaceuticals, medical services, for-profit hospitals
– Predominantly funded by government

• Health as welfare: 
– Market failure and government subsidy or direct provision
– Medicare: government as passive funder

• Regulation:
– Rule-making: environmental regulation, pure foods

professional registration



Source: Future of 
the Federation 
White Paper 2014
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health

Source: Department 
of Health 2012-13



Health Expenditure per Capita 2011
OECD Health at a Glance 2013
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Reform Agendas Medicare Benefits Schedule 

Review

BETTER OUTCOMES FOR PEOPLE WITH 
CHRONIC AND COMPLEX HEALTH 

CONDITIONS
Report to Government on the Findings of the 

Primary Health Care Advisory Group

December 2015

National Strategic 

Framework for 

Chronic Conditions
The National Strategic Framework for 

Chronic Conditions will provide a national 

approach to guide planning, design and 

delivery of policies, strategies, actions and 

services to reduce the impact of chronic 

conditions in Australia. The Framework will 

supersede the National Chronic Disease 

Strategy 2005.

Industry Working Group on Private 

Health Insurance Prostheses



• Century Gothic 16

Policy problems: value in health care



• Chronic illness and challenges to the public/private divide

• Private insurers are increasingly concerned with prevention and unnecessary 

hospital admissions

• Barriers to continuity across care, especially primary care.

• Equity and perceived threats to universal coverage and Medicare.

Problems of reform

Medibank dumps GP Access scheme

27 May 2015

The GP Access scheme has run from 26 general practices in Queensland during the past 18 months.

Dr Wilson says Medibank talked to stakeholders and listened to their concerns.

“This assisted with Medibank’s decision-making about primary care involvement.

“Disappointingly, it was clear from the feedback that this pilot was perceived as a first step towards 

the creation of a two-tier or exclusive health system. Stakeholders also told us that GPs feel stretched 

and unable to provide the longitudinal care they’d like to provide their patients battling chronic 

illnesses and complex health issues.”



The Health Care Home 



Today Future

Treating Sickness / Episodic Managing Populations

Fragmented Care Collaborative Care

Specialty Driven Primary Care Driven

Isolated Patient Files Integrated Electronic 
Records

Utilization Management Evidence-Based Medicine

Fee for Service Shared Risk/Reward

Payment for Volume Payment for Value

Adversarial Payer-Provider 
Relations

Cooperative Payer-
Provider Relations

“Everyone For Themselves” Joint Contracting

*



A new consensus?

• there is increasing international evidence about the benefits of a blended 

payment system – mixing fee for service, pre-payment and pay for performance 

with salaried arrangements.

Standing Council on Health. National Primary Care Strategic Framework. April 2013.

• While [fee for service] is a practical way of reimbursing service providers for isolated 

episodes of care, it does not provide incentives for the efficient management of 

care delivered to patients requiring ongoing health care.

Primary Health Care Advisory Group. Discussion Paper (2015)



BCA and reform

• The system which has serviced Australia well for many decades is 

built on an incentive structure which can create adverse costs and 

perverse behaviours. Australia’s funding system is built on fee-for 

service and fee –for –service can incentivise volume of care….

• Putting Australia’s health system on a path of continuous        

improvement  will require disruption of existing institutions.

Business Council of Australia The Future of Health: A Discussion Starter. 

October 2015.



Turnbull government
• Medicare is based on a fee for service model. This works well for 

episodic and acute care.
But what about the one in two Australians who now live with some 
form of chronic disease? Is fee for service the appropriate funding 
model for these patients, who have ongoing expensive costs and 
require ongoing interaction with multiple health professionals for 
the rest of their lives?
The fact the Medicare services are now hitting one million per day 
suggests not. 
And its little surprise really, when you consider there is no incentive 
for doctors to work with other health professionals for the good of 
patients with complex conditions who need different types of 
care.

• Sussan Ley. 28 October 2015



Public and private in health reform

• Key Recommendation 6: Maximise the effectiveness of private health insurance 
investment in the management of chronic conditions
– Support a single care plan developed by the Health Care Home that better coordinates 

the provision of all relevant services, whether funded publicly, by PHIs or by patients.

– Source or develop protocols, including patient consent, to share relevant information 
between providers and PHIs.

– Further encourage PHIs to fund the prevention and management of chronic conditions, 
including through consideration of the use of the risk equalisation pool in relation to chronic 
disease management programmes to support patients in the Health Care Home.

– The private health insurance consultations should further consider ways to address 
disincentives for PHIs to support care service delivery in non-hospital settings, such as 
hospital in the home.

– Review the outcomes of current PHI chronic disease trials to further define the future role of 
PHIs in supporting management of chronic and complex conditions.

Primary Health Care Advisory Group. Final Report 2015.



The implementation gap

• Reform continues to take a ‘top-down’ command and control 

perspective.

– Assumptions that incentive structures can be changed, and this will lead to 

changes in behaviour.

• Complexity of general practice: little is known about variety of 

operating cost and business models that underlie general practice –

– how incentives play out and how to move to optimal patient management.

– Reform that ignores the conditions of gp will come unstuck

• The politics of Medicare. 


