Health expenditure Australia
2001–02

The Australian Institute of Health and Welfare is Australia’s national health and welfare
statistics and information agency. The Institute’s mission is ‘Better health and well-being for
Australians through better health and welfare statistics and information’.

HEALTH AND WELFARE EXPENDITURE SERIES
Number 17

Health expenditure Australia
2001–02

September 2003

Australian Institute of Health and Welfare
Canberra
AIHW cat. no. HWE 24

© Australian Institute of Health and Welfare 2003
This work is copyright. Apart from any use as permitted under the Copyright Act 1968, no
part may be reproduced without prior written permission from the Australian Institute of
Health and Welfare. Requests and enquiries concerning reproduction and rights should be
directed to the Head, Media and Publishing, Australian Institute of Health and Welfare, GPO
Box 570, Canberra ACT 2601.
This publication is part of the Australian Institute of Health and Welfare’s Health and Welfare
Expenditure Series No. 17. A complete list of the Institute’s publications is available from the
Publications Unit, Australian Institute of Health and Welfare, GPO Box 570, Canberra ACT
2601, or via the Institute’s web site (http://www.aihw.gov.au).
ISSN 1323-5850
ISBN 1 74024 312 9

Suggested citation
Australian Institute of Health and Welfare (AIHW) 2003. Health expenditure Australia
2001–02. Health and Welfare Expenditure Series no. 17. AIHW Cat. no. HWE 24. Canberra:
AIHW.

Australian Institute of Health and Welfare
Board Chair
Dr Sandra Hacker
Director
Dr Richard Madden

Any enquiries about or comments on this publication should be directed to:
Lindy Ingham
Australian Institute of Health and Welfare
GPO Box 570
Canberra ACT 2601
Phone: (02) 6244 1143
E-mail: expenditure@aihw.gov.au

Published by Australian Institute of Health and Welfare
Printed by Pirion

Contents
List of tables.........................................................................................................................................vii
List of figures......................................................................................................................................... x
Preface ................................................................................................................................................... xi
Abbreviations and symbols .............................................................................................................. xii
Background and summary.................................................................................................................. 1
1.1 Background ............................................................................................................................ 1
1.2 The structure of the health sector and its flow of funds .................................................. 1
1.3 Summary of findings ............................................................................................................ 5
1.4 Revisions to ABS estimates .................................................................................................. 5
2

Total health expenditure.............................................................................................................. 6
2.1 Health expenditure and the general level of economic activity ..................................... 7
2.2 Health expenditure per person ......................................................................................... 11
2.3 Total health expenditure, by state and territory ............................................................. 12
2.4 Sources of growth in health expenditure......................................................................... 14

3

Funding of health expenditure in Australia ........................................................................... 17
3.1 Broad trends......................................................................................................................... 17
Recurrent funding of health .............................................................................................. 18
3.2 Government sources of funds ........................................................................................... 23
3.3 Non-government funding sources.................................................................................... 29

4

Health expenditure and funding, by area of health expenditure ........................................ 37
4.1 Recurrent expenditure on health goods and services.................................................... 37
Institutional health services ............................................................................................... 38
Non-institutional health services ...................................................................................... 46
4.2 Capital formation ................................................................................................................ 53
4.3 Capital consumption by governments............................................................................. 56

5

International comparison........................................................................................................... 57

6

Technical notes ............................................................................................................................ 61
6.1 Methods used to produce estimates................................................................................. 61
State and territory expenditure tables.............................................................................. 61
Expenditure by the Australian Government................................................................... 61
Expenditure by state and local government authorities................................................ 61
Expenditure by the non-government sector.................................................................... 63

v

6.2 Definitions, sources and notes........................................................................................... 63
General.................................................................................................................................. 63
Definition of health expenditure....................................................................................... 65
6.3 Deflators ............................................................................................................................... 65
6.4 Revisions of definitions and estimates............................................................................. 67
Definitions ............................................................................................................................ 67
Estimates .............................................................................................................................. 67
Appendix A: National health expenditure matrices, 1998–99 to 2000–01 ................................. 72
Notes to Appendix A tables ...................................................................................................... 79
Appendix B: State and territory health expenditure matrices, 1998–99 to 2000–01 .................. 80
Notes for Appendix B tables ................................................................................................... 107
References .......................................................................................................................................... 108

vi

List of tables
Table 1: Total health expenditure, current and constant prices and annual growth rates,
1991–92 to 2001–02 ........................................................................................................... 7
Table 2: Total health expenditure and GDP, current prices, and annual growth rates,
1991–92 to 2001–02 ........................................................................................................... 9
Table 3: Total health expenditure and GDP, constant prices, and annual growth rates,
1991–92 to 2001–02 ......................................................................................................... 10
Table 4: Annual rates of health inflation, 1991–92 to 2001–02 ..................................................... 10
Table 5: Average health expenditure per person, current and constant prices, and annual
growth rates, 1991–92 to 2001–02................................................................................. 12
Table 6: Total health expenditure, current prices, by state and territory,
1996–97 to 2001–02 ........................................................................................................ 12
Table 7: Total health expenditure, constant prices, by state and territory,
1996–97 to 2001–02 ........................................................................................................ 13
Table 8: Total health expenditure, constant prices all sources of funding: annual growth
rates, by state and territory, 1996–97 to 2001–02 ...................................................... 13
Table 9: Average health expenditure per person, current prices, by state and territory,
1996–97 to 2001–02 ......................................................................................................... 14
Table 10: Total health expenditure, by broad source of funds, as a proportion of GDP,
1991–92 to 2001–02 ........................................................................................................ 16
Table 11: Total health expenditure, current prices, by broad source of funds, 1991–92 to
2001–02 ........................................................................................................................... 17
Table 12: Total health expenditure, current prices, by broad source of funds, as a
proportion of total health expenditure, 1991–92 to 2001–02 ................................... 18
Table 13: Government funding of recurrent health expenditure, constant prices,
by area of expenditure, and annual growth rates, 1991–92 to 2001–02 ................. 20
Table 14: Non-government funding of recurrent health expenditure, constant prices,
by area of expenditure, and annual growth rates, 1991–92 to 2001–02 .................. 21
Table 15: Total funding of recurrent health expenditure, constant prices, by area of
expenditure, and annual growth rates, 1991–92 to 2001–02 .................................... 22
Table 16: Total health expenditure, constant prices, and annual growth rates,
by broad source of funds, 1991–92 to 2001–02 ........................................................... 24
Table 17: Total health expenditure by the Australian Government, current prices,
by type of expenditure, 1991–92 to 2001–02 .............................................................. 26
Table 18: Non-government sector funding of total health expenditure, current prices,
by source of funds, 1991–92 to 2001–02 ...................................................................... 31

vii

Table 19: Non-government sector funding of total health expenditure, by source of funds,
constant prices, and annual growth rates, 1991–92 to 2001–02 ............................... 32
Table 20: Expenditure on health goods and services funded through
health insurance funds, current prices, 1999–00 to 2001–02 ................................... 34
Table 21: Expenditure on health goods and services and administration through private
health insurance funds, constant prices, and annual growth rates,
1991–92 to 2001–02 ......................................................................................................... 35
Table 22: Recurrent expenditure on hospitals, constant prices, by broad type of hospital,
and annual growth rates 1991–92 to 2001–02............................................................. 39
Table 23: Funding of general hospitals by broad source of funds, 1991–92 to 2001–02 ......... 41
Table 24: Funding of public (non-psychiatric) hospitals, by broad source of funds,
current prices, 1991–92 to 2001–02............................................................................... 42
Table 25: Recurrent funding of public (non-psychiatric) hospitals, constant prices,
by source of funds, and annual growth rates 1991–92 to 2001–02 ......................... 43
Table 26: Recurrent funding of medical services, constant prices by source of funds, and
annual growth rates, 1991–92 to 2000–01 ................................................................... 48
Table 27: Recurrent expenditure on benefit-paid pharmaceuticals, constant prices,
by source of funds, and annual growth rates, 1991–92 to 2001–02 ......................... 50
Table 28: Recurrent funding of other pharmaceuticals, constant prices, by source of funds,
and annual growth rates, 1991–92 to 2001–02............................................................ 51
Table 29: Recurrent funding for health research, constant prices,
and annual growth rates, by broad source of funds, 1991–92 to 2001–02.............. 53
Table 30: Outlays on capital, constant prices by source of funds, 1991–92 to 2001–02 ............ 54
Table 31: Estimated capital consumption by governments, current and constant prices,
and annual growth rates, 1991–92 to 2001–02............................................................ 56
Table 32: Health expenditure as a proportion of GDP, Australia and other selected
OECD countries, 1991 to 2001 ...................................................................................... 57
Table 33: Health expenditure per person, Australia and other selected OECD countries,
current prices, 1991 to 2001........................................................................................... 58
Table 34: Components of growth in health expenditure, Australia and selected OECD
countries, 1991 to 2001 .................................................................................................. 59
Table 35: Government health expenditure as a proportion of total health expenditure,
Australia and other selected OECD countries, 1991 to 2001 ................................... 60
Table 36: Total health price index and industry-wide indexes, 1991–92 to 2001–02................. 67
Table 37: Comparison of published estimates of total health expenditure, current prices,
1996–97 to 1999–00, previous estimates and current estimates ............................... 68
Table 38: Revision of estimates of funding of health services by private health insurance
funds, current prices, 1997–98 ..................................................................................... 69

viii

Table 39: Revision of estimates of funding of health services by private health insurance
funds, current prices, 1998–99 ..................................................................................... 70
Table 40: Revision of estimates of funding of health services by private health insurance
funds, current prices, 1999–00 ..................................................................................... 71

ix

List of figures
Figure 1: The structure of the Australian health care system and its major flow of funds........ 4
Figure 2: Total health expenditure, constant prices, 1991–92 to 2001–02 ..................................... 6
Figure 3: Health expenditure and GDP, constant prices, 1991–92 to 2001–02 ............................. 8
Figure 4: Growth in total recurrent health expenditure, constant prices, by area of
expenditure, 1991–92 to 2000–01.................................................................................. 15
Figure 5: Estimated total health expenditure, current prices, by source of funds,
2001–02 ............................................................................................................................ 23
Figure 6: Government sector financing of health expenditure, current prices,
by source and type of funding, 2001–02 ..................................................................... 25
Figure 7: General recurrent outlays on health goods and services by the Australian
Government (excluding DVA), current prices, by type of funding, 2000–01........ 27
Figure 8: Recurrent funding of health goods and services by state, territory and local
governments’ own resources, by broad areas of expenditure, current prices,
2000–01 ............................................................................................................................ 29
Figure 9: Estimated funding of health goods and services by non-government sources,
current prices, 2001–02 .................................................................................................. 30
Figure 10: Non-government sector funding of total health expenditure, current prices,
by source of funds, 1991–92 to 2001–02 ...................................................................... 31
Figure 11: Recurrent funding of health goods and services through health insurance
funds, by area of expenditure, current prices, 2001–02 ............................................ 33
Figure 12: Funding of health goods and services by private health insurance funds,
constant prices, 1991–92 to 2001–02............................................................................. 36
Figure 13: Recurrent expenditure on health goods and services, current prices,
by broad area of expenditure, 2000–01 ....................................................................... 38
Figure 14: Funding of public (non-psychiatric) hospitals, constant prices, by
broad source of funds, 1991–92 to 2001–02 ................................................................ 44
Figure 15: Funding of private hospitals, current prices, by broad source of funds,
2000–01 ............................................................................................................................ 45
Figure 16: Recurrent expenditure on medical services, current prices, by source of funds,
2000–01 ............................................................................................................................ 47
Figure 17: Recurrent expenditure on health research, current prices, by broad source of
funds, 2000–01 ................................................................................................................ 52
Figure 18: Outlays of capital, constant prices by broad source of funds,
1991–92 to 2001–02 ......................................................................................................... 55

x

Preface
Health expenditure statistics show the volume and proportion of economic resources
allocated to the production and consumption of health care which in turn contribute
to the health and wellbeing of the nation. This involves measuring not only the
overall level of expenditure but also expenditure on the different components of the
health care system, and the sources of funding for health care.
Health Expenditure Australia 2001–02 continues the Australian Institute of Health
and Welfare’s series of reports on health expenditures, which have been produced
annually since 1986. This publication presents the most recent estimates for Australia
for the year 2001–02, plus time-series data covering the period from 1991–92 to
2000–01.
A new feature of this issue is the inclusion of a detailed matrix showing a
break-down of the Institute’s preliminary estimates of national health expenditure
for the latest year (2001–02). This innovation is aimed at providing analysts with
more timely indications of the way expenditure on particular areas is expected to
have moved in recent years. Users should, however, exercise caution when using
these preliminary estimates as they are subject to change when firm data are received
from data providers.
In recent issues the publication has provided individual health expenditure matrices
at the national level for the previous decade and for each of the states and territories
from 1996–97. With the exception of the state and national matrices from 1998–99, all
previously published and revised matrices are now on the Institute’s web site
(http://www.aihw.gov.au/expenditure/health).
As was the case in the 2000–01 publication, there have been substantial revisions to
estimates of health expenditure in earlier years, due to receipt of additional or
revised data. Comparisons with years prior to 2001–02 should, therefore, be based on
information provided in this publication, rather than by reference to earlier editions.

Richard Madden
Director
Australian Institute of Health and Welfare
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Abbreviations and symbols
DVA

Department of Veterans’ Affairs

GDP

Gross Domestic Product

n.a.

not available

..

not applicable

nec

not elsewhere classified

—

nil or rounded down to zero
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