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‘Productivity agenda in health urgently required’ -

Australian Centre for Health Research
Melbourne, 15 November 2011

A report released today calls upon federal and state governments to pursue reforms to boost productivity in the health care sector as a policy priority.

Some of the key principles of a reform package could include:

· transforming Medicare subsidies into a portable voucher for medical treatments,
· reducing prescriptive regulations on health care businesses,
· greater contestability in publicly provided health services,
· eliminating health workforce rigidities, and
· greater transparency of health care performance and outcomes.

The report, ‘Towards a Health Productivity Agenda for Australia’, was prepared by economist Julie Novak and Asher Judah, and commissioned by the Australian Centre for Health Research (ACHR).

ACHR Executive Director, Neil Batt, says the report underlines the importance of a more productive health sector for a stronger Australian economy.

‘The productivity debate in this country, as important as it is, has overlooked the need to improve the efficiency of a health sector that already spends $113 billion and employs 550,000 people.
‘Given that the relative size of health care to the economy is expected to grow, due in part to an ageing population, the question of getting better value from each dollar spent on health cannot be ignored any longer,’ Mr Batt said.

Julie Novak, a Research Fellow at the Institute of Public Affairs, said that inefficiencies in the health sector were already wasting scarce resources as well as compromising the health outcomes that Australians expect.

‘There exists a range of institutional and policy obstacles that impede the ability of dedicated, hard-working health care operators to improve their productivity performance.
‘These include the accumulation of red tape on deliverers of health services, the growth in federal and state health care bureaucracies distant from the coalface of care, and the effect of public subsidies such as Medicare obscuring the best ways to lift productivity,’ Ms Novak said.

‘The best way to deliver a sustained productivity improvement in health is to reduce restraints on competition, allow providers to deliver more services with fewer inputs, and cut out excessive paperwork and financial waste.’

The Report suggests that the implementation of such reforms could reduce long run health care costs by at least five per cent in the long run, with even minimal gains delivering an economic dividend equivalent to about $4 billion in today’s dollars.

‘Based on statements by key health stakeholders, and our own consultations with industry, it is plausible that a health productivity agenda could deliver more affordable and better quality health,’ Ms Novak said.

‘It is for these reasons that the commonwealth and state governments should make health productivity reform a key priority, avoiding an expensive health system that fails to deliver the quality of care that Australians need.’
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