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Abstract
Objective. The aims of this studywere to estimate the average annual out-of-pocket (OOP) expenditure on health care

by households in Australia in 2015–16, and to compare this with the estimate for 2009–10.
Methods. Data from the most recent Household Expenditure Survey (HES) conducted by the Australian Bureau of

Statistics were used. Various statistical methods were used to estimate the annual OOP expenditures at the household
and national levels.

Results. The average annual OOP expenditure was A$4290 per household, representing 5.8% of the amount spent on
all goods and services. Private health insurance (PHI) premiums, although not a direct expenditure on health care, were
40.6% of the total OOP expenses. Of the remaining 59.4%, nearly half was spent on doctors and other health professionals,
and approximately one-third was spent on medicines. Dental treatments and specialist consultations were the most
expensive, whereas visits to general practitioners incurred the least OOP expenditure. Households with PHI (58.6%) spent
fourfold more on health care than those not insured. Compared with the 2009–10 survey, the biggest increases were in the
cost of PHI (50.7%) and copayments to specialists (34.8%) and other health professionals (42.0%).

Conclusions. OOP expenditure on health care as a proportion of the total household expenditure on all goods and
services has increased by more than 25% between 2009–10 and 2015–16.

What is knownabout the topic? Australian households incurOOP expenses for health care inAustralia for awide range
of goods and services, such as copayments to doctors and other health professionals beyond theMedicare rebates, the cost of
medicines and other pharmaceutical goods not covered entirely by the Pharmaceutical Benefits Scheme and PHI premiums.
Although other estimates of OOP expenditure are available in official reports of the Australian Institute of Health and
Welfare, they are based on administrative records rather than consumer reports, and cannot be disaggregated by item or the
characteristics of households.
What does this paper add? This paper provides detailed information on OOP expenditure on health care as reported
by a probability sample of households interviewed for the HES conducted by the ABS during 2015–16. These estimates
of OOP expenditure, based on consumer reports, add a further dimension to the information available from
administrative records only.
What are the implications for practitioners? Practitioners should take account of the effect of increasing copayments
for their services, especially on patients belonging to the lower socioeconomic categories. Increasing copayments may
lead to people foregoingmedical care. Health planners and politicians should note the steady upward drift in OOP expenses
and factor these into their policies for future funding of health care.

Additional keywords: copayments, medical care and health, private health insurance.

Introduction

In economically advanced nations, public funds are commonly
used to support health care, either through insurance, such as
Australia’sMedicare,1 or by direct subvention, as in the national
health services of Britain2 and Canada.3

In Australia, the cost of health care is rising faster than
inflation. According to the Australian Institute of Health and
Welfare (AIHW), the real or constant value cost of health
care, after adjusting for inflation, increased threefold, from
A$50.3 billion to A$154.6 billion, over the 25-year period from
1989–90 to 2013–14.4
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Multiple approaches have been adopted to improve the
efficiency of health care and to limit outlays. Efforts have been
made to control demand formedical care and to alleviate pressure
on the public purse by expecting that patients pay from their own
resources a portion of the cost of care at the time they receive that
care. These expectations are usually modified to accommodate
the limited capacity to pay of infirm, older and severely eco-
nomically disadvantaged citizens.

In Australia, the OOP component of the healthcare expenses
has generally been estimated using administrative records.
For example, the AIHW estimated that over the 6 years from
2009–10 to 2015–16 the contribution of ‘individuals’ to the
national healthcare budget increased from A$20.8 billion to A
$29.4 billion, an increase of 41.3%.5

Many studies of healthcare expenditure in Australia have
analysed aggregated data.6–8 Other studies were based on infor-
mation pertaining to, for example, the cost of chronic illness and
disability,9 stroke,10 obstructive pulmonary disease11 or copay-
ments incurred for particular specialist services.12,13

The Household Expenditure Survey (HES) conducted peri-
odically by the Australian Bureau of Statistics (ABS) since 1984
provides detailed data on all household expenditure items in-
cluding theOOPexpenditure on health care. So far, data from the
2003–04 and 2009–10 surveys have been analysed and
published.14–16

In this paperwe present thefindings of our analysis pertaining
to the OOP expenditure on health care using the information
collected in the 2015–16HES and compare this expenditurewith
that based on the HES conducted in 2009–10.15,16

Methods

The ABS selected survey dwellings using a stratified multistage
cluster design from the private dwelling framework of the ABS
Population Survey Master Sample. Selections were distributed
across a 12-month enumeration period so that the survey results
were representative of income and expenditure patterns across
the year. The sample was representative of the majority of the
population ofAustralia. Those excludedwere inhabitants of very
remote areas, residents of non-private dwellings, such as hotels,
boarding schools, boarding houses and nursing homes, and
foreign diplomats and the armed forces stationed in Australia.

Experienced ABS interviewers were comprehensively
trained and given detailed written instructions to complement
the survey documents. Within each household, a person was
defined as the ‘reference person’. This person was chosen using
criteria such as being a partner in a registered or de facto
marriage, or a lone parent with one or more dependent children,
or thepersonwithhighest income,or themost seniorperson in the
household. Data on household characteristics, housing costs,
assets and liabilities and items of expenditure common to all
household members were obtained from the reference person.
TheABSprovided diaries to eachmember of the household aged
�15 years to record information on their expenses over two
1-week periods.

We were provided with deidentified records for each of
the 10 046 households in the sample through an arrangement
between the ABS and the University of Sydney. These records
included the characteristics of households and the

average weekly expenditure on various goods and services
purchased by the household members. These estimates
of weekly household expenditure did not refer to any
particular week; they were derived by the ABS for each expen-
diture item by dividing the reported expenditure for all members
of the household on that item by the number of weeks in the
relevant recall or reference period. For healthcare expenditure,
the recall periods were 12 months for private health insurance
(PHI), 3 months for health practitioners’ fees and hospital
charges and 2 weeks for medicines bought under the Pharma-
ceutical Benefits Scheme (PBS), non-prescription drugs and
other pharmaceutical products. The ABS provided a weighting
factor for each of the sample households, being the inverse of the
probability of its selection for calculating the national estimates,
and 60 replicate weights for the estimation of relative standard
errors.

Further details about the survey, the questionnaire and diaries
used, and a full list of the expenditure items are available on the
ABS website.17

Results

Overall characteristics of households

Theestimatednumber ofhouseholds inAustralia in2015–16was
8.96 million. The average age of their reference people was
52years and41.0%were females,whowere somewhatolder than
their male counterparts. One-in-four reference people was aged
�65 years, 28.9% reported experiencing at least one financial
stress during the year before the survey, 58.6% had PHI and
10.2% reported zero OOP expenditure on health care during the
reference periods of the survey.

Selected characteristics of households

Table 1 provides data on selected sociodemographic character-
istics of households cross-classified by their age and sex profiles,
experiences of financial stress, PHI and proportion with zero
OOP expenditure on health care.

The majority of households were located in the greater city
areas in each state and territory.On average, the reference people
of such households were younger than those of families living
outside capital cities. Although there was no significant gender
gap and or variation in financial stress experiences between the
twogroups, the citydwellersweremore likely tohavePHIand far
fewer reported zero OOP expenditure on health care.

Classifying the households by income quintiles revealed
strong negative associations with age and sex of the reference
person,financial stress and reportedly zeroOOP expenditures on
health care. Conversely, the association between income quintile
and PHI was strongly positive.

The two groups of householdswith children (i.e. coupleswith
children and single parents with children) were substantially
younger than all the other households. The latter group, along
with lone-person households, was characterised by a higher
proportion of female household reference people, higher levels
of financial stress, no PHI and zero OOP expenditure on health
care.

Households whosemain sources of incomewere government
pensions and allowances consisted predominantly of older ref-
erence people who were more likely to be female. Such
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households had high levels of financial stress, non-access to PHI
and zero OOP expenditure on health care.

Overall OOP expenditure on health care

The annual average expenditure on health care was A$4290 per
household. This represented 5.8% of the total household expen-
diture on all goods and services.

Table 2 lists the average annual OOP expenditure on health
care, total expenditure on all goods and services and the ratio of
these two. Households that had PHI spent fourfoldmore onOOP
expenses than those that were not ensured. Although their total
expenditure on all goods and services was somewhat higher, the
proportionof their household budget spent onOOPexpenseswas
2.5-fold greater than that of uninsured households.

Household income revealed a strongpositive associationwith
both OOP expenses and total household budget. It appears that,
on average, the richer households, despite having highest OOP
levels, spent a smaller proportion of their household budget on
health care, primarily because of their high income levels.

Among the various household types, couples with children
had the highest OOP expenses as well as the highest expenditure
on all goods and services, whereas the lone-person households
ranked lowest on both these indicators. Couple-only households
had the highest ratio between their OOP expenses and household
budget, whereas households consisting of single parents with
children had the lowest OOP expenses : household budget ratio.

Households whose reference people were �65 years or
female had spent somewhat less on OOP expenses. However,
expressed as proportion of their total household budgets, their
ratios were higher than the households whose reference people
were <65 years or male. A similar pattern was noted for house-
holds whose main source of income was government pensions
and allowances.

OOP expenditure by items

Overall, the biggest item of OOP expenditure was the cost of
PHI premiums. In the majority of cases these costs are after
rebate, although some households may have claimed the rebate

Table 1. Percentage distributions of households by characteristics, and the means, relative standard errors (RSE) and ratios of means for annual
household expenditures on all goods and services and expenditure on health care: Household Expenditure Survey 2015–16

RSE was calculated as (SE � 100/mean)

Characteristics of the household or its
reference person

% All
households

Annual expenditure per household Ratio of meansA

(%)
On all goods and services On health care
Mean (A$) RSE (%) Mean (A$) RSE (%)

Age of reference person (years)
<35 19.4 75 396 2.12 3077 11.41 4.1
35–44 19.0 88 669 2.20 4270 3.97 4.8
45–54 20.1 91 323 2.74 4824 3.55 5.3
55–64 17.4 76 488 2.68 5217 5.00 6.8
�65 24.1 46 262 1.85 4166 4.77 9.0

Sex of reference person
Male 59.0 80 104 1.16 4488 2.55 5.6
Female 41.0 65 880 1.63 4005 4.97 6.1

Main source of household income
Government pensionsB 23.9 35 347 1.69 2363 6.43 6.7
Salary and other incomes 76.1 86 460 1.11 4893 2.45 5.7

Disposable income of household
Quintile 1 (lowest 20%) 19.9 33 092 1.97 2116 4.02 6.4
Quintile 2 20.0 48 506 1.56 3091 5.20 6.4
Quintile 3 20.0 67 623 1.39 4130 8.85 6.1
Quintile 4 20.0 87 157 1.32 4728 3.29 5.4
Quintile 5 (highest 20%) 20.1 134 657 2.21 7368 4.01 5.5

Household type
Couples with children 33.4 102 984 1.40 5470 3.27 5.3
Couples only 25.8 71 483 1.62 5085 3.35 7.1
Lone-person households 24.5 37 172 1.65 2195 4.62 5.9
Single parents with children 5.7 61 786 4.18 2801 12.81 4.5
Other household types 10.5 83 041 3.62 4276 14.59 5.1

Area of residence of household
Greater capital city areas 62.9 79 859 1.69 4626 2.85 5.8
Rest of state or territory 37.1 64 797 1.11 3720 2.83 5.7

Private health insurance?
No 41.4 53 048 1.17 1457 4.49 2.7
Yes 58.6 89 286 1.22 6295 2.49 7.1

A(Expenditure on health care � 100)/(expenditure on all goods and services).
BIncluding social security benefits.
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through tax. PHIpremiums accounted for 40.6%of the totalOOP
expenditure per household. The remaining 59.4% included the
medicines andother therapeuticproductsboughtover the counter
(13.6%), copayments to specialists (10.2%), fee or copayments
to dentists (9.2%), copayments for medicines largely covered by
thePBS (6.8%), feesor copayments to other health professionals,
such as physiotherapists, psychologists (6.7%) and general
practitioners (GPs; 2.2%), with the remainder (10.5%) for mis-
cellaneous expenses not covered elsewhere, such as hospital
charges and hire or purchase of therapeutic appliances.

Table 3 gives the breakdown of the eight OOP expenditure
items by selected characteristics of households. For each item,
the privately insured households spent more money than those
not insured.With the exception of copayments to specialists, the
households living in capital cities spent more than those living
elsewhere. The increasing gradientwith incomewas apparent for
each item of expenditure. Although there was no clear pattern by
household type, age and sex of the reference person, households
whose main sources of income were government pensions and

allowances spent much less money on each item compared with
the overall averages given in the last row of Table 3. This is
probablybecausemanyspecialists andhealth professionals bulk-
bill such patients or give them discounts.

Changes in OOP expenditure over time

Table 3 shows changes in OOP expenditure disaggregated by
items between 2009–10 and 2015–16. The biggest increase was
in the PHI premiums, followed by other-than-doctors health
professionals’ fees (although only partially covered by PHI,
depending upon the individual health insurance policies), copay-
ments charged by medical specialists and other miscellaneous
costs, including hospital charges. Copayments for GP consulta-
tions showed much smaller increases than those for the specia-
lists. There was no significant change in the outlays for dentists
and medicines.

Overall, the OOP expenditure increased by 3.8% per annum,
whereas the total household expenditure on all goods and

Table 2. Mean annual out-of-pocket expenditure on various items of health care by selected characteristics of households: Household Expenditure
Survey 2015–16

GPs, general practitioners; PBS, Pharmaceutical Benefits Scheme; PHI, private health insurance

Characteristics of the household
or its reference person

Mean annual out-of-pocket expenditure (A$)
PHI GPs Specialists Dentists Other

health
professionals

PBS
medicines

Non-PBS
medicines

Other
expenses

Age of reference person (years)
<35 1096 125 585C 290 197 127 444 210
35–44 1672 89 453 469 347 175 570 496
45–54 1936 120 410 453 379 305 628 594B

55–64 2303 108 392 467 283 430 596 638B

�65 1759 48 366 328 238 409 666 352
Sex of reference person

Male 1884 100 407 418 278 301 591 509
Female 1543 91 483B 365 300 281 575 366

Main source of household income
Government pensionsA 840 29 237 165 158 266 469 200C

Salary and other incomes 2027 117 501 469 327 301 621 529
Disposable income of household

Quintile 1 (lowest 20%) 830 47 158 169 133 207 416 156B

Quintile 2 1166 47 328 310 281B 258 487 213B

Quintile 3 1538 74 642B 383 248 310 552 382B

Quintile 4 2019 143 366 465 278 301 700 456
Quintile 5 (highest 20%) 3160 170 696 653 492 387 768 1042

Household type
Couples with children 2260 121 487 561 336 305 679 721
Couples only 2232 101 514 449 278 374 709 428B

Lone-person households 842 56 193 123 175 223 348 235B

Single parents with children 818 58 158B 423B 470C 161 490 224B

Other household types 1515 119B 821C 364 314 288 583 272
Area of residence of household

Greater capital city areas 1890 92 516 419 285 300 611 513
Rest of state or territory 1497 104 306 358 290 280 540 343

Private health insurance?
No 0 61 143 326 189 196 420 122
Yes 2979 121 647 446 356 361 702 682

AIncluding social security benefits.
BData in these cells need to be dealt with caution because their relative standard error (RSE) was between 25% and 50%.
CData in these cells are unreliable because their RSE was >50%.
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services had a more modest increase of 2.4% per annum. In
proportional terms, Australian households spent 5.3% of their
household budget on health care in 2009–10; this increased to
5.8% in 2015–16.

Historical data from the seven HES conducted by the ABS
since the advent of Medicare in 1984 show that this proportion
has been monotonically increasing (Fig. 1).18

National estimates of OOP expenditure

The average annual OOP expenditures were multiplied by the
estimated number of households (8.962million) to determine the
national OOP expenditure on health care. This resulted in an
estimate for 2015–16 of A$38.4 billion. This is 33.8% higher
than the previous estimate of A$28.7 billion based on the
2009–10 data.15,16 Table 4 disaggregates our national estimates
into the cost of PHI and various other items of healthcare
expenditure. Data from PHI companies compiled by the
Australian Prudential Regulation Authority (APRA) indicate
that the total cost of PHI in 2015–16 was A$22 054 million.20

This figure includes both the premiums paid by individuals or
households, as well as the rebate paid by the Australian govern-
ment. APRA does not release the data on these two components

separately. However, in Health Expenditure Australia 2015–16
(table 3.1),5 the AIHW has reported that in 2015–16 the PHI
companies contributed A$14.917 billion towards the cost of
health care in Australia. Our analysis shows that this amount
was easily covered by theA$15–16billion in PHI premiums paid
by individuals or households.

The AIHW’s estimate of A$29.4 billion (table 3.1)5 for
the OOP cost was substantially lower than our estimate of
A$37–40 billion (Table 4). The differences between our
estimates and those of the AIHW are due largely to the different
methodologies used: our estimates are based on reported expen-
diture by households, whereas the AIHW estimates are based on
administrative records. In addition, we have included the cost of
PHI in our analysis, whereas theAIHWhas not.We consider that
our estimates are representative of the actual OOP burden of
health care in Australia.

Discussion

In this study we report the experience of a representative
sample from the community about personal health

Table 3. Comparisonofmeanannual household expenditures by items of expenditure:HouseholdExpenditureSurveys
2009–10 and 2015–16

GPs, general practitioners; OOP, out-of-pocket; PBS, Pharmaceutical Benefits Scheme; RSE, relative standard error

Item of expenditure Annual household expenditure Ratio of meansA

2009–10 2015–16
Mean (A$) RSE (%) Mean (A$) RSE (%)

Total expenditure on all goods and services 64477 1.02 74267 0.89 1.152
Total OOP expenditure on health care 3422 4.70 4290 2.28 1.254
Private health insurance 1157 2.73 1744 1.42 1.507
GPs 86 3.98 96 5.77 1.116
Specialists 325 12.77 438 14.58 1.348
Dentists 377 5.40 396 4.80 1.050
Other health professionals 202 5.70 287 8.09 1.420
PBS medicines 304 4.69 293 3.50 0.961
Non-PBS medicines 628 23.60 585 2.74 0.931
Other miscellaneous costs 342 7.95 450 10.91 1.316

A(Mean expenditure on health care in 2015–16)/(mean expenditure on health care in 2009–10).
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Fig. 1. Out-of-pocket (OOP) expenditure on health care as a percentage of
total household expenditure on all goods and services: Household
Expenditure Surveys 1984 to 2015–16. Data are from the Australian
Bureau of Statistics (see Table 1.1 in the ABS publication).18

Table 4. Annual national estimates for out-of-pocket (OOP)
expenditure on health care and 95% confidence intervals (CIs) by

item of expenditure: Household Expenditure Survey 2015–16
GPs, general practitioners; PBS, Pharmaceutical Benefits Scheme; RSE,

relative standard error

Item of expenditure National
estimate
(�106 A$)

RSE
(%)

95% CI
(�106 A$)

Total OOP expenditure on health care 38 445 2.28 36 726–40 164
Private health insurance 15 631 1.42 15 196–16 067
GPs 864 5.77 766–961
Specialists 3927 14.58 2804–5049
Dentists 3553 4.80 3218–3887
Other health professionals 2570 8.09 2163–2978
PBS medicines 2623 3.50 2443–2803
Non-PBS medicines 5242 2.74 4961–5523
Other miscellaneous costs 4036 10.91 3173–4899
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expenditure. We found that OOP expenditure was highest
among affluent households, especially those holding
PHI. This was so whether or not PHI premiums were treated
as an OOP expense. A small group of respondents who
claimed to have had no OOP expenditure on health care were
among the lowest socioeconomic groups.

The findings of this study are limited because the study
depended solely on recall by householders of what they had
spent on household goods and services during certain reference
periods. The data used in this paper do not indicate the extent to
which OOP expenses limit access to health care. However, OOP
costs weigh more heavily on individuals with low incomes and
multiple health problems.9–11

A strength of this study is that the stability of methods used in
the HES of 2009–10 and 2015–16 allows comparison between
the two surveys because the biases in reporting are likely to be
broadly the same. Because both surveys were spread over
12-month periods, seasonal variations in expenditure are
covered. We noted that the demographic and socioeconomic
features of the households in the 2009–10 and 2015–16 surveys
were very similar. This study does not include the cost of aged
care because relevant data were not collected in the HES.

The progressive movement of healthcare costs from public to
person has occurred without policy debate, slowly and steadily
with small steps, such as freezing Medicare rebates for various
medical services, and so it may be imperative for practitioners to
seek, beyond simple efficiency savings, an increasing copayment
from patients.

Historical data indicate that OOP expenses on health care as a
proportion of the total household budget of Australian house-
holds have been increasing since 1984, when Medicare was
introduced. The other national healthcare payment system be-
sides Medicare is PHI, which is used by approximately half the
population; it also claims to be under serious pressure.

The effects on individuals of large copayments for medical
and surgical care were reported vividly in a 2018 Four Corners
program on the ABC.19 Case histories of dire consequences as a
result of hugeOOPexpenses reinforce the seriousness of the drift
away from public payment for health care and challenge pre-
vailing concepts of equity. The large OOP expenses for care by
medical specialists reveal no evidence of concordant variations
in quality or access of care provided.13 OOP expenses can be
extremely heavy, and indeed crippling, when long, drawn-out
care costs are incurred by individuals with multiple chronic
diseases.9 Individual effects of an upward drift in OOP expenses
deserve serious public discussion in the determination of future
health policy for Australia.
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