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AMA Detailed policy costings

EXECUTIVE SUMMARY

This year, the highly regarded Commonwealth Fund rated Australia as having the best health system when
ranked among eleven similar high-income countries. In its report, Australia was placed number one on both
healthcare outcomes and equity.

There are however issues in our health system that require genuine reform, including long waits for public
hospital treatment, general practice funding not keeping up with community demand for services, a private
health system that is in need of reform, and a lack of investment in preventive health. In 2024, the AMA
released its updated Vision for Australia’s Health, which proposed sensible and targeted reforms that would
help address these issues in our health system. Our reform ideas focus on five pillars: general practice,
public hospitals, private health, a health system for all, and a health system for the future. The AMA
Federal election platform 2025 — detailed policy costings outlines detailed, costed, targeted, and
implementable initiatives across these five pillars that represent an investment in the health of Australians.

A AR

Pillar 1 Pillar 2 Pillar 3 Pillar 4 Pillar 5
General Public Private A health A health system
practice hospitals healthcare  system for all for the future

VISION FOR AUSTRALIA'S HEALTH 2022
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Summary of policy proposals

Policy proposal

Cost/revenue to government over the forward

estimates ($m)

Pillar 1: General practice

Reforming funding arrangements to basic GP item

and research

Fund public hospitals to improve their performance and
increase capacity

numbers 4,500
Improving access to general practice by encouraging
more doctors to become general practitioners — equalise
salary and leave conditions for GPs in training

185.2
Improving access to general practice by encouraging
more doctors to become general practitioners — more GP 150.1
training places and more GP prevocational rotations )
Improving access to team care in general practice by
increasing the maximum number of allied health 401.4
professionals covered under the WIP '
Funding for better general practice information collection 17.5

Cost for federal government 12,500
Cost for state and territory governments 15,300
Pillar 3: Private healthcare
Establish a private health system authority 146.9
Mandate a minimum payout - 448
Increase the Medicare Levy Surcharge 1,191
Pillar 4: A health system for all
A tax on sugar-sweetened beverages
. . . - 3,638
(Negative cost to government is revenue raised)
Pillar 5: A health system for the future

Establish and fund an independent national health
workforce planning agency 182.6

Note: The analysis and costings outlined in this submission are current as of November 2024. The analysis and costings was
undertaken in time for the Treasurer's budget consultation process in early 2025. Therefore, the analysis and costings does not

take account of recent Budget announcements.
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CHAPTER 1: GENERAL PRACTICE

Problem statement

Primary healthcare is the front line of the healthcare system and usually the first level of contact with the
national healthcare system. It is scientifically sound, universally accessible, and constitutes the basis for a
continuing healthcare process — providing the right care, at the right time, in the right place.

General practice is the cornerstone of successful primary healthcare, underpinning population health outcomes
and is key to ensuring we have a high-quality, equitable, and sustainable health system. National and
international research shows a well-funded and resourced general practice sector is pivotal for the success of
primary healthcare, improving the health outcomes of individuals and communities. 2 It also shows that it can
create significant savings through better care, greater efficiency, and reducing the burden on other more
expensive parts of the health system.3:45

Several years of the undersubscription of general practitioner training places in the Australian General Practice
Training (AGPT) program, combined with growing community demand, has left Australia with a shortage of
GPs that is projected to get even worse over time. The shortfall projected varies between an estimate of 5,560
FTE by 2033 by the Department of Health and Aged Care, reinforcing the independent modelling by the AMA
which projected a range of 3,600 up to a shocking 10,600 (FTE) by 2031 (see the AMA report, 7he general
practitioner workforce: why the neglect must end).® General practice is no longer seen as a financially
attractive career for many doctors, in part because there is disparity in remuneration and workplace
entitlements between general practitioner registrars and their hospital-based counterparts.”

Despite investments in the 2023-2024 Budget, access to general practice remains a key issue, and many
general practices are struggling to remain viable.8*°

The AMA has been advocating for increased Medicare funding, as the MBS no longer bears any relationship to
the actual cost of providing services to patients (see the AMA report, Why Medicare indexation matters, and
the AMA analysis of Medicare indexation freeze).10

To address the need to Modernise Medicare to support general practice in the face of Australia’s health needs,
the AMA has undertaken a project to redesign the standard general practice consultation items, as the current
consultation item structure is no longer fit-for-purpose. This proposal, along with the others outlined in this
chapter, aims to improve access to general practice by supporting patients to spend more time with their GP;
encouraging more doctors to become general practitioners; better supporting our existing general
practitioners; improving the collection of data to inform research and policy making in the future; and
improving our workforce planning for future generations.

Previous AMA budget submissions have given support to the implementation of voluntary patient enrolment,
which the govemment has adopted and called MyMedicare. MyMedicare recognises the central role of general
practice in the health system and can support the delivery of better healthcare outcomes by strengthening the
linkage between patients and their GP and providing a strong foundation to improve access to care through
the better use of teams within a well co-ordinated GP-led model. The AMA will continue to work with the
government to develop MyMedicare as part of Australia’s Primary Health Care 10 Year Plan 2022-2032.

Policy proposals
Reforming funding arrangements to basic GP item numbers

Until recently, the current basic GP item structure — Levels A, B, C, and D — had barely changed since the
advent of Medicare. The only minor change was the recent addition of Level E for consultations more than 60
minutes in length.

A modern Medicare needs to recognise the changing nature of general practice, evolving from frequent acute
individual presentations to more complex conditions with patients increasingly suffering from mental health
concerns and chronic iliness. Patients need to spend more time with their GP, yet the structure of Medicare
does not adequately support this care.

Clearly, our existing Medicare structure does not reflect modern health issues faced by patients and their
treating GPs, and as consultations get longer, inadequate Medicare rebates are forcing more GPs to pass on
the costs to patients through an increase in out-of-pocket costs. The measures proposed here are part of the
investment needed, but clearly more will be needed in future years as demand continues to grow for services.
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A modernised Medicare that supports longer consultations will also better support Australia’s female GPs.
BEACH data has shown female GPs often spend longer in consults with patients, despite the current
Medicare system effectively providing a disincentive to do so.!!

We also need to attract more GPs. In particular, the reforms must attract new GPs and continue to support
them to treat people with mental health, co-morbid and chronic conditions. We know these conditions can
take more time, but if treated effectively at the primary care level, lead to a reduction in avoidable hospital
admissions. Medicare funding must increase to reflect the growing cost of providing the care patients need,
and support GPs in undertaking this critical work.

Risks and implementation

This reform requires a new standard consultation item structure for general practice that can support GPs in
adapting to a changing healthcare environment. Medicare must be reformed so it supports patients with
acute presentations as well as those with more complex needs.

The AMA has undertaken extensive consultation with a broad range of GPs across the AMA. These GPs
reflect a wide range of practices across diverse patient cohorts. The data was examined to find the best time
lengths to include in a new rebate structure, reflect the existing patient demand and how it is spread over
time different periods, and account for the need to encourage longer consults to allow better treatment of
complex and chronic conditions.

Importantly, the AMA invested the time to examine behavioural change for GPs to embrace the new funding
structure and incorporated these changes into the base costing. The micro-level analysis of individual GP
behaviour to the proposed new patient rebate levels (Level 2 to Level 5) underpins this change, recognising
the government’s previously stated intention to deliver more support for GPs to care for patients.

The proposed reformed rebate structure has seven tiers, ranging from Level 1 (0—5 minutes), Level 2 (6-15
minutes), Level 3 (16—25 minutes), Level 4 (26—-35 minutes), Level 5 (36—45 minutes), Level 6 (46—59
minutes), Level 7 (60 and over minutes). The proposed rebates are Level 1 — $19.60, Level 2 — $45.00,
Level 3 — $78.25, Level 4 — $111.75, Level 5 —$149.00, Level 6 — $186.30, and Level 7 — $260.80
(Levels 6 and 7 are stepped rebate levels based on consistent time intervals with the micro-level analysis of
Level 2-5 GP behaviour). This reformed rebate structure provides a modest lift for shorter consultations —
$2.15 in additional funding for a 10—-12-minute patient consultation. However, it simultaneously recognises
that the patients who need to see their GP for an extra 5—-10 minutes will receive an additional $35.40 in the
patient rebate to allow this to occur. This will enable the patient to pay less out of pocket, with more GPs
able to provide the longer care, while limiting the out-of-pocket impact.

Risks of not taking action

Failure to act now to reform Medicare to equip general practice to face the future health demands of the
nation will have significant impacts on both patients and the health system.

Firstly, those with chronic conditions, mental health concems and complex care requirements will continue to
be underserviced, resulting in higher costs as they rely on the hospital system once their conditions worsen.
Secondly, Australia will fail to attract sufficient doctors to general practice, further worsening the current
workforce shortage. Without better funding and sustainability, it is also likely GPs will seek to retire earlier
than planned and this will mean patient access to care will deteriorate further. The failure to invest properly
in general practice is already seeing band-aid solutions being implemented, including by state and territory
governments. These fragment care by increasing the scope of practice for the non-medical workforce outside
of a GP-led model, which undermines the very system that has served Australia so well. It is not the
optimum model of care and detracts funding from the system.

Timeframe and costing

The AMA has estimated the cost of reforming basic consultation item structure over the forward estimates,
allowing for additional supply from GPs, growing by more than 5 per cent.

Table 1: Estimated cost of reforming basic consultation items from four to seven tiers

2025-26 2026-27 2027-28 2028-29 Total
Reform to basic consultation
items ($b) 1.01 1.08 1.15 1.23 4.5
I;;;" cost to government 1.01 1.08 1.15 1.23 4.5
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Policy proposals

Improving access to general practice by encouraging more doctors to become general
practitioners — equalise salary and leave conditions for GPs in training

After years of AMA advocacy, the federal government has recognised the need to address the inferior pay
and conditions of GP trainees, investing in single-employer model trials, with an additional $4.5 million for
10 trials and evaluation announced in the 2023-24 federal budget, and continued in the subsequent
budget.!?

While the announcement of these recent models was welcomed, the current workforce shortages and
access issues are critical and must be addressed, and therefore reforms to general practitioner trainee
employment conditions must be sector-wide. This will act as a lever to encourage more doctors to choose a
career in general practice, as they will no longer need to face the prospect of a large reduction in pay and
conditions when leaving the hospital system, and reduced access to entitlements during their training.

Beyond this proposal, we will need a comprehensive plan for workforce that considers public and private
hospitals, primary care, aged care and NDIS, not to mention rural and regional medical workforce needs,
based on local conditions and patient demand.

Risks and implementation

Reforms must not be done in a piecemeal way, however the current approach with state/territory and
federal initiatives is uncoordinated. A comprehensive solution is required that deals with pay as well as the
continuity of leave entitlements. Critical to the success of any scheme is the need to ensure that support
and funding for training practices and general practitioner supervisors is not diminished in any way and,
indeed, strengthened over time. We also need support for GP supervisors and training practices as a
priority.

Risks of not taking action

The accessibility of general practice should be one of the key priorities for governments, as general
practitioners play an integral role in preventing, diagnosing, and managing diverse medical conditions. The
predicted shortages of general practitioners is a significant issue that will take years to address if nothing is
done now to stem the crisis. If nothing is done now, patients will increasingly find it challenging to access
care through their general practice, which will have an impact on health outcomes and increase the burden
on emergency departments which are more expensive and are already operating at capacity.

Timeframe and costing

The AMA has estimated the cost of reforming employment conditions for general practitioner trainees to
match their hospital-based counterparts. This costing covers rates of pay as well as parental, long-service
leave, and study/examination leave entitlements. Additionally, this costing is based on the number of
Australian General Practice Training (AGPT) program trainees as an indicative estimate, noting there are
other pathways to fellowship, and trainees on these pathways would also benefit from such reforms.

Table 2: Estimated cost of reforming employment conditions for general practitioner trainees

2024-25( 2025-26| 2026-27| 2027-28 Total
Salary boost ($m) 14.4 22.3 31.3 39.1 107.2
Parental, long-service leave,
study/examination leave 18.6 19.2 19.8 20.4 78.0
($m)
Total cost to
governments ($m) 33.0 41.5 51.1 59.5 185.2
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Policy proposals

Improving access to general practice by encouraging more doctors to become general
practitioners — more GP training places and more GP rotations

There has been greater focus by all levels of government on the need to recruit more GPs. To achieve this,
we need to boost the number of GP trainees to enable the GP workforce to grow, otherwise there will be a
shortfall as the population grows and our GP workforce ages. The range of shortfall projected varies
between an estimate of 5,560 FTE by 2033 by the Department of Health and Aged Care, and the
independent modelling by the AMA, which projected a range of 3,600 up to a shocking 10,600 by 2031. To
address this in the first instance, the AMA proposes an expansion into more areas of workforce shortage of
the John Flynn Placement Program and the addition of 500 more training rotations, along with a phased
progression of a further 500 funded AGPT places.

Risks and implementation
Additional training places must start soon and build to the level required to meet demand for GPs in the
longer term. This must include addressing capacity constraints and ensure a consistent and well-developed
pipeline of trainees into general practice.
The increase in the number of graduates from medical school willing to undertake GP training must be
aligned with those medical intemns and registrars that have exposure to GP practices and the number of GP
places available from GPs able to deliver Australian General Practice Training (AGPT) places.
Work must be done to improve the attractiveness of general practice to improve the flow of medical
graduates into GP training places.

More training places needed

Department's own modelling shows shortfall in GP supply will grow without intervention

Risks of not taking action

This chart shows the implications of the
department’s own labour modelling of GP supply
shortfall. Even under the department's conservative
assumptions, the demand-supply gap will continue
to widen into the future. The AMA’s proposal of
an additional 500 rotations will not close the
supply gap, but it will slow the growth,

and hopefully stabilise it until further investment
and action can be taken.

— Cum SPT places - to stabalise gap

dditional AGPT places

Ti m efra me an d COSti ng 202526 2026-27 2027-28 2028-29

The AMA has estimated the cost of increasing
the number of AGPT training places by 500
trainees as well as increasing the number of

500, phased in over the four years.
This costing covers rates of pay as well as parental, long-service leave, and study/examination leave
entitlements. Additionally, this costing is based on the number of AGPT program trainees as an indicative
estimate, noting there are other pathways to fellowship, and trainees on these pathways would also benefit
from such reforms. The benefit for patients would be immediate, with the additional trainees working in
general practice providing increased capacity and supporting improved access to care within a well-
supervised environment.

Figure 1.1: GP full time equivalent ‘shortfall’
and additional GP places (number)

Table 3: Estimated cost of increasing places for general practitioner trainees

2025-26 202627 2027-28 2028-29 Total
Additional rotations 160 300 500 500
Additional AGPT places 150 300 500 500
John Flynn ($m) 1.6 3.2 5.4 5.5 15.7
AGPT Training Places ($m) 12.6 26.8 46.5 48.4 1344
Total cost to government ($m) 145 29.9 51.8 53.9 150.1
7 Australian Medical Association 2025
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Policy proposals

Improving access to care in general practice by supporting more nurses and allied health
professionals to work in general practice

After years of AMA advocacy, the federal government agreed to index the amount of the benefit paid under
the Workforce Incentive Program (WIP) for nurses and allied health professionals (AHPs), effectively lifting
the maximum amount available under the program from $25,000 per subsidy to a maximum of $32,500 in
the first year. This recognised the significant contributions being made by registered nurses and other allied
health professionals within practices as well as the reality of the significant cost of their salaries.

Nurses’ salaries are some of the fastest growing costs faced by a general practice and this increase in
funding made some contribution to keeping these vital workers part of the practice. Unfortunately, funding
arrangements continue to constrain the number of nurses and AHPs are supported to engage.

Risks and implementation

This past reform, while an increase, needs further investment to recognise how modem GP practices
operate. Many more practices today are much larger, with many containing 10 or more GPs. Removing the
cap on WIP payments for nurses or AHPs will increase the capacity of practices to modernise to reflect the
growing number of patients with chronic conditions.

Risks of not taking action

The Australian population is growing, ageing, and developing more complex health needs as the incidence
of chronic disease and mental ill-health continues to increase. GPs are therefore managing more problems
in each consultation and are spending more time with patients.!3 Inadequate support for general practices
will therefore have a significant impact on the capacity of general practices to continue providing quality
care into the future.

Missed opportunities for timely preventive and holistic care increases healthcare expenditure over the
longer term and contributes to fragmentation of care, inefficient use of resources, and poorer patient health
outcomes. This will result in significant cost increases to the health system, 4 with 5.7 per cent or 660,000,
of all hospitalisations in 2021-22 due to 22 preventable conditions that could be managed by general
practice. It will also result in poorer health outcomes for patients, which in turn is associated with
absenteeism, presenteeism, lower productivity, and lower workforce participation. 1516

Timeframe and costing

The AMA has estimated the cost of reforming with WIP for General Practices, based on the assumption that
practices uptake will increase to the equivalent of 7000 SWPE compared to the current 4000 SWPE limit.

This costing assumes the base rate remains the same and continues to be indexed.

Table 4: Estimated cost of increasing the WIP payment to support more nurses or AHPs in general practice

2025-26 202627 2027-28 2028-29 Total

Remove limits on WIP ($m) 93.1 97.8 102.7 107.8 401.4

Total cost to government ($m) 93.1 97.8 102.7 107.8 401.4
Australian Medical Association 2025 8
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Policy proposals
Funding for better general practice information collection and research

High-quality general practice data plays a pivotal role in advancing both clinical care and service delivery,
while also serving as a critical foundation for shaping primary care policy. Accurate and comprehensive
general practice data assists in making informed decisions about patient treatment, diagnosis, and
preventative care, particularly with the establishment of MyMedicare. It can also inform operational
processes, enhance resource allocation, optimise appointment scheduling, and allow policymakers to
identify trends, allocate resources effectively, and design evidence-based strategies for healthcare.

The Bettering the Evaluation and Care of Health (BEACH) dataset analysed general practitioner and patient
interactions and patient management. It supported numerous academic publications, grant applications,
provided data to various sectors, including industry, government, and non-profit organisations. It aided
health system planning, policy development, educational material creation, and pricing decisions.”

Despite its effectiveness, the federal government ceased funding for BEACH in 2016, and the commitment
to "develop a more contemporary means of accessing general practice and primary health care research
and data, to guide decision making and policy development”, never materialised. 8 To this day, any serious
policy proposal in general practice still uses BEACH data. The pressing need for more contemporaneous
data is becoming dire as reforms are desperately needed.

Risks and implementation

Financial and structural support will need to be provided to general practices and general practitioners to
support the translation of data into improved service delivery. Data collection must leverage existing clinical
management systems to ensure general practitioners involved in the project are not burdened with
additional administration. Additionally, analysis of the strengths and weaknesses of the BEACH data project
should be performed so leamings can be applied to this new research and data project. There should also
be adequate and long-term funding and resource allocation, along with a strong commitment to data
privacy and ethics.

Risks of not taking action

The BEACH dataset is outdated. However, many studies still rely on this dataset as there is no alternative.
The Department of Health and Aged Care’s Supply and Demand Study of General Practitioners in Australia,
released in August 2024, stated there are still ‘gaps’ in the data available.® Researchers, policymakers, and
industry stakeholders are therefore lacking contemporary insights into general practice, patient-based risk
factors, and the effects of health service activity. This has a significant impact on policy development,
program design, and ultimately the delivery of evidence-based healthcare services.

Timeframe and costing

The BEACH total budget was reported to be $1.3 million in 2007, of which 23 per cent was funded by the
federal government. Additionally, the original BEACH dataset was on a sample of 1,000 general
practitioners, about 3.5 per cent of general practitioners in 2007.2° Using this as a baseline, the AMA
estimates that establishing a similar research and data collection project today would cost $17.5 million
over the forward estimates. It should be noted BEACH was able to secure funding from other sources, a
model that could again be replicated, potentially bringing down the federal government’s contribution.

Table 5: Estimated cost of funding for general practice research and data

2025-26 2026-27 2027-28 2028-29 Total
Total GPs 42,100 43,000 43,800 44,600
Sample size 1,750 1,750 1,750 1,750
Total cost ($m) 4.2 4.3 4.4 4.6 17.5
Total cost to government ($m) 4.2 4.3 4.4 4.6 17.5

9 Australian Medical Association 2025
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CHAPTER 2: PUBLIC HOSPITALS

Problem statement

The Australian public hospital system is in crisis. Chronic underfunding at federal, state, and territory levels
has led to declining performance. In the last few years, we have increasingly heard stories of people dying
while waiting to be seen in public hospitals that are operating at breaking point, patients waiting years for
essential surgery, and ambulances ramping outside hospitals because there are not enough beds and staff
to cope with demand. Only 61 per cent of patients waiting to receive urgent care in emergency
departments were seen within the clinically recommended 30 minutes, and approximately four in 10
patients stayed longer than four hours in emergency departments.! Beyond treatment in emergency
departments, planned surgery waitlists continue to blow out, with only 71 per cent of patients referred for
semi-urgent, Category 2 planned surgery treated within the recommended 90 days. That is approximately
one in three patients waiting longer than the clinically indicated time for essential surgeries like heart valve
replacements or coronary artery bypass surgery.2 The national proportion of individuals receiving Category
2 planned surgery on time has fallen 18 per cent in just six years. While the number of public hospital beds
in Australia has slowly been increasing over time, our population has been growing much faster. In total,
1,932 new public hospital beds became available between 2017-18 and 2022-23 (from 63,119 to 65,051),
yet our population grew by more than a million people over the same period. Unfortunately, this means we
have only installed 16 new beds for every 10,000 new Australians since 2018-19, far below our capacity of
25.3 beds for every 10,000 Australians in 2017-18.3 As demonstrated by the AMA Public Hospital Report
Card, these problems have existed for years, and the new funding agreement in 2025 offers the
opportunity to address it.

Policy proposals
Fund public hospitals to improve their performance and increase capacity

Urgent reform of public hospital funding is needed. The AMA’s vision is for a new funding approach to
supplement the current focus on activity-based funding — one that includes funding for positive
improvement, increased capacity, and reduced demand, and puts an end to the blame game. This section
draws on the original AMA report, Public hospitals: cydle of crisis,* with updated modelling adapted and
extended to give estimates between 2024-25 and 2027-28.

Since that report was released, the federal government has agreed to increase their share of future funding
to 45 per cent of activity, as well as lifting the cap on their contribution towards public hospitals in the next
funding agreement. This is in line with previous AMA calls for an increase in federal funding.

As outlined in the AMA report, What h ns when we fund hospital rform,” the introduction of
activity-based funding (ABF) has resulted in improved efficiency, but it has also come at a cost to quality
improvement and innovation, particularly with the removal of performance funding. The new funding
agreement will need additional dedicated funding streams for performance improvement. It should be
reintroduced with continuous monitoring of progress against appropriate performance targets, with the goal
of at least reversing the decline in public hospital performance.

Australian Medial Association 2025 10
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Unfortunately, despite this change in the funding split between the federal government and the states and

territories, there has been no budgeted increase in overall funds, from the previous AMA predictions in 2021
(see chart below).

That is, the total funding envelope has remained consistent with projections under the AMA’s earlier 'do
nothing' scenario. The result of not increasing funding to match the call from the AMA has meant that hospital
activity has been significantly falling behind community demand (see chart below).

This is because while the cap for the federal government has been increased, it appears to be coming from a
lower base today than it should have been, if funding in past years had increased in line with AMA projections.
The other issue that is clear is that unless states and territories commit additional funding, hospitals will not
have the capacity to fully utilise the increase in the federal cap in funding. Finally, as a result of the increase in
health inflation, a reasonable amount of the funding increase to the cap will be used to cover the increasing
costs of services, rather than just increase the number of services provided.

Hospitals running near or at capacity have less scope to improve efficiencies. Without spare capacity (beds
and staff), they can't plan blocks of surgical time dedicated to alleviating waiting lists efficiently. This is
removing the effectiveness of the efficiencies that ABF funding has been able to deliver up to 2021-22. This
further limits the amount of activity afforded with the same funding.

. . . . . . . e
Federal public hospital funding National public hospital activity
Historic and projected federal budgeted funds for public hospital ($ billion) Historic and projected activity for public hospitals (National Weighted Activity Unit)
= Actual federal funding and budgeted = National activity (NWAU) actual
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Figure 2.1: Historic and projected activity for public hospitals versus Figure 2.2: Actual activity for public hospitals vs trend
the AMA projected ‘do nothing’ scenario. Note: This graph was produced
in ime for a Budget submission and therefore pre-dates the $1.8 billion
additional funding in the Budget for the single year of 2025-26.

Risks of not taking action

The AMA has modelled what public hospital performance will look like in the future under a ‘do nothing’
scenario, and the risks of not taking action are significant:

« Bed numbers will continue to decline relative to the population. Without an increase in the rate of
additional beds (currently 1 per cent per year), the number of beds per 1,000 people aged 65 and over can
be expected to fall from 14.9 in 2019-20 to 12.7 by 2030-31.

» Hospital admissions and emergency department demand will continue to grow and put more pressure on
public hospitals. There is sustained growth in emergency department presentations and in the share of
those presentations which are then admitted to hospital. The combined effect of strong growth across both
measures begins to paint a disturbing picture. When growth is projected out to 2030-31, it shows
admissions from EDs will grow to more than 5 million per year in 2030-31 from only 2 million in 2012-13.

« Beds will increasingly be taken up by emergency admissions. Average daily admissions from emergency
departments are already exceeding 10 per cent of total public hospital bed capacity.

« Those emergency admissions will continue to struggle to find a bed to admit in a timely manner, leading to
even more significant ambulance ramping than we have now.

» Waiting lists for elective surgery will continue to increase, as surgeries are cancelled to accommodate
urgent admissions.

« Appropriate staffing levels will be harder to maintain the longer funding remains inadequate.
11 Australian Medical Association 2025
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Risks and implementation
State and territory government expenditure

Given the nature of state and territory government finances across Australia, budgets are under increasing
pressure. The states may need to look for additional permanent revenue sources to sustain larger hospital
expenditure.

Urgently increase funding to meet community need

While the federal government has agreed to increase its share of future funding to 45 per cent of all
activity, as well as lifting the cap on their contribution towards public hospitals in the next funding
agreement, states and territories will need to increase their capacity, and their funding/funding caps, to
fully utilise this opportunity. Furthermore, the agreement should recognise and allow for periods where
some of the additional funding cap is used up in the increasing costs of delivery of services, and accounts
for this.

Expand capacity

State and territory governments should use additional ‘freed-up’ funds resulting from greater federal
funding to invest in evaluation and improvement activities to increase their capacity through improved
processes. In addition, public hospitals should also be given separate funding to expand their capital
infrastructure and staffing where needed. The additional funds must lift planned capacity and not simply
fund outsourced surgeries. The federal government should fund this in partnership with the states and
territories, in the knowledge that it will improve both hospital efficiency and patient outcomes. This
additional money could be allocated on a match funding basis, following proposals from the states and
territories. The risk is that without this, states and territories may not be in a position to utilise the
additional funding on offer.

Funding to address demand

Activity-based funding should still be the funding model for the majority of people, but it should be
supplemented by an alternative model of care better designed for holistic treatment of patients with chronic
and complex disease. Some alternative models of care have been trialled, but time and money are needed
to support and scale successful pilot projects to state-wide services and enable further trials of innovative
models of care. The federal government should partner with state and territory governments to provide
additional up-front funding for this purpose. Return on investment would be realised through reduced public
hospital costs, reduced admissions and re-admissions, and improved patient outcomes.

Performance improvements

It is possible that reforms will only stabilise performance (i.e. no further decline), as opposed to improve
performance. This is a risk given the dire situation public hospitals are facing right now and the fact funding
reform is overdue. Funding for performance improvement should be in addition to, and separate from,
activity-based funding. In the short term there should be immediate federal government funding targeting
emergency department performance and capacity improvement, noting some state and territory
governments have undertaken reviews into what is required® — but there is not a mechanism for large
scale/state-wide cost sharing of this work with the federal government — within the parameters of the
current hospital funding agreement.
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Timeframe and costing

The AMA is calling for funding in addition to the latest federal announcement. The federal government
made a commitment of $13 billion as part of National Cabinet process to lift the federal govemment's
proportion of hospital expenditure to 45 per cent. A further commitment is needed by the states and
territories. Extra funding for hospitals is needed to lift activity to make use of this pool of 'matched funding'
under the new NHRA to ensure these budgeted funds flow through to hospital bottom lines. In doing so,
there would be additional funding required by the federal government to match this.

The funding commitment by the federal govemment is forecast to increase the growth of overall activity
(separations) from where we are now. This does not back date the growth in funding to account for the
unfunded growth in activity across 2019-20 to 2024-25. Underlying/pre-capped activity continued to grow
at around 4-4.5 per cent over this period. This underlying activity growth reflects strong recent

population growth (1.5-2 per cent), ageing of baby boomers into age cohorts of higher demand (~1 per
cent) and greater co-morbidities, complexity and technology improvement (1-1.5 per cent). This created a
gap in activity from where we are to the level needed to address underlying demand.

In addition, hospitals have experienced a period of strong cost growth against a capped total funding
envelope. Unfortunately, this has meant some of the additional funds put on the table by the federal
government have been absorbed by cost increases in the sector along with a failure by states to increase
funding.

Following recommendation from the response to the COVID-19 inquiry,” the federal government committed
to:

Immediate actions — Do in the next 12—18 months:

Health Ministers should coordinate a 'COVID Catch-up’ strategy in response to a decline in the

delivery of elective surgery and cancer screenings, including.

» @ national plan to reduce the elective surgery backlog, in consultation with the private and public
hospital sectors

» additional funding and an implementation strategy to re-engage regional, rural and remote and
other high-risk populations in preventive care to help address undiagnosed cases of cancer,
diabetes and other illnesses.

The figures below incorporate the additional funding necessary to lift activity to 'catch-up' to underlying
demand which is in addition to further performance improvement — therefore, much of this ask is in
addition to the $13 billion the federal government has already committed for the future five-year period.
Going forward, a greater commitment will be necessary from the federal, state and territory govermments,
recognising the share of federal funds are now 45 per cent.

Costings for performance improvement, increasing capacity, and addressing avoidable admissions and re-
admissions are not provided at this stage in this submission, as each state and territory would remain
responsible for identifying current and future capacity needs, models of alternative care, and areas for
improvement, before the federal government would be required to provide partnership/ matched funding
under these funding streams.

It is envisaged that the requirements for each state and territory will be different, as would the timelines for
development, implementation and therefore expenditure. In considering future outlays, the potential
savings that will accrue over a longer period of time to the health system from more effective management
of chronic disease should be acknowledged. Performance and infrastructure improvements will no doubt
require additional expenditure — and likely increase volumes of patient throughput — however, they will
also generate benefits for the individual and the economy through improved health outcomes, less unmet
demand, and fewer delayed hospital presentations from the community.

The figures below are in nominal dollars and are in addition to the govemment’s budgeted funding outlined
in the 2025—-2026 federal budget.

Table 6: Impact of select hospital funding reform measures on federal, state and territory budgets

2025-26 2026-27 2027-28 2028-29 Total

Federal budget, additional 2.70 3.0 3.3 3.6 12.5

State/territory governments, additional 3.30 3.6 4.0 44 15.3

Total cost to governments ($b) 6.0 6.6 7.3 7.9 27.8
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CHAPTER 3: PRIVATE HEALTH

Problem statement

The private health system is an essential component of Australia’s healthcare system, offering patients access to a
wider range of services and reducing demand on the public sector. One of the unique strengths of the Australian
healthcare system is the equilibrium that exists between the public and private sectors, which work in partnership
to provide high-quality healthcare to Australians. The equilibrium relies on a strong private healthcare sector
which complements the public sector to:

« reduce demand on the public health system, with approximately 70 per cent of all elective surgeries conducted
in the private system!

« enable consumers to have more control over their healthcare, including selecting their preferred practitioner,
accessing care more quickly (through reduced wait times for elective treatment), and having access to a wider
range of services outside of the public sector

« encourage innovation and quality improvement in healthcare services.

Australia’s unique private health insurance system offers ‘community rating’ (where two people on the same
product pay the same premium, regardless of differences in expected claim cost/risk), which allows all Australians
to ‘buy into’ the high-quality private system, regardless of their age or pre-existing health conditions.

The past couple of years have shown how quickly a sector can come under financial pressure. In the lead up to
the COVID-19 pandemic, insurers were increasingly under fiscal threat as participation rates had dropped for 20
successive quarters and their outlays were continuously increasing. Through the pandemic participation rates
have now climbed for several successive quarters and outlays have decreased due to the impact of lockdowns and
workforce shortages.

As costs increase across the sector, patients are looking for more affordable treatment options. This means more
patients are downgrading to lower levels of cover. This feeds through to slower total premium growth than
headline premium increases suggest as nationwide coverage levels are *hollowed out’.

Over time this has eroded, as the rebate was effectively frozen when government indexed it by the Consumer
Price Index rather than premium growth since April 2014.2 The value of the average rebate has therefore fallen
from 30 per cent in April 2013 to 24.61 per cent in April 2024.3

The 'PHI rebate adjustment factor' is a very important factor which effectively determines what proportion of the
PHI premium is paid by the government for those with lower incomes below $97,000 (Tier 0). The calculation of
the factor is hidden from the public and is only alluded to by the ATO:

"The rebate adjustment factor is a percentage of the increa