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Private hospital costs are the biggest driver of increases 
in private health insurance benefit payments

Real change in benefits per member, 2008-09 to 2018-19 

Source: Grattan Institute analysis of Australian Prudential Regulation Authority (APRA) private health insurance statistics. 
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Seven per cent of inpatient medical services account for 
89 per cent of all medical gaps

Share of total gap and total services in each fee bracket relative to the MBS 
schedule fee 

Source: APRA Medical Gap Statistics for the 2018-19 financial year
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Out-of-pocket costs vary significantly between doctors 

Average gap per service, where there was a gap, by speciality, and speciality 
share of total gap for financial year 

Source: APRA private health insurance medical services statistics, June 2019. 
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The out-of-pocket costs for women with breast cancer are 
significant

Median out-of-pocket costs, $, and interquartile range, 25th to 75th percentile, 
for women diagnosed with breast cancer 

Source: Adapted from Deloitte Access Economics (2016, Chart 5.1). 
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Public hospital hip replacement patients have a shorter 
length of stay once patient attributes are considered

Incremental impact of adjusting for various factors on length of stay, days, 
2016-17

Source: Grattan analysis of dataset obtained from AIHW. See Appendix B. 
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Public hospitals have a shorter length of stay once 
complexity is taken into account

Length of stay for matched patients (days) 

Source: Grattan analysis of dataset obtained from AIHW. See Appendix B. 
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Three steps to one bundled bill 

July 2021

• Bundle all hospital costs including days of stay, theatre 
costs, diagnostic costs (such as pathology, radiology), and 
medication costs

Feb 2022
• Add prosthesis costs to the bundle

July 2022
• Add all medical costs to the bundle
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Elective patients are more likely to be treated in private 
hospitals

Proportion of admissions treated in private hospitals, by adjacent DRG (sizes 
proportional to total number of admissions), 2016-17 

Source: Grattan analysis of dataset obtained from AIHW. See Appendix B. 
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About $2 billion could be saved each year by recouping 
over-provision

Proportion of admissions treated in private hospitals, by adjacent DRG (sizes 
proportional to total number of admissions), 2016-17 

Source: Grattan analysis of dataset obtained from AIHW. See Appendix B. 

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

● ●

●

●

●●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●
●

●
●

●

●

●

●

●

●

●●

●

●

●

●

●

●

●

●

●

● ●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●
●●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●
●

●

●

●

●

●

●

●

●

●

●●

●

●

●

●

●
●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●
●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●●

●

●

●

●

●

●
●

●

●

●

●

●

●

●

●

●

●

●

● ●
●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●
●●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

●

● ●

●

●

●

●
●

●

● ● ● ●

●

●
●

●

●
●

●
●

●

●

●0%

25%

50%

75%

100%

0% 25% 50% 75% 100%

Elective proportion

P
ro

p
o
rt

io
n
 o

f 
p
a
ti
e
n
ts

 i
n
 p

ri
v
a
te

 h
o
s
p
it
a
ls

55%: Expected proportion 
in private, corrected for age 
and under-provision

45%: Expected proportion 
in private given insurance 
rate if all had Gold cover

Potential 
over-provision



11

The two dimensions of technical efficiency 

Conceptual visualisation of technical efficiency 
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There is a strong relationship between cost and length of 
stay

Cost per admission 
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Remote patients are less likely to visit a private hospital 

Proportion of admissions that are elective, by DRG (sizes proportional to total 
number of admissions) 
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Almost all the growth in rehabilitation days in the past 
decade has been in private hospitals

Number of inpatient rehabilitation days, 2006-07 to 2016-17 
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There is a higher incidence of low-value care in private 
hospitals than public hospitals

Sources: Private rates: Chalmers et al (2019); Public rates: Badgery-Parker et al (2019). 
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