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Health report proposes

that reform of Medicare should increase consumer choice

Canberra, 10 November 2008

A major study released in Canberra today argues that Australia’s health system could benefit significantly from adopting some of the health reforms undertaken in the Netherlands. 

In particular, the paper suggests linking public and private financing through health insurance funds and giving consumers the opportunity to trade off how much they want to pay for the extra health insurance coverage they want.  Universal coverage would be maintained.

The Study, commissioned by the Australian Centre for Health Research (ACHR) and prepared by Professor Johannes Stoelwinder, the chair of Health Services Management at the School of Public Health & Preventive Medicine, Monash University is entitled: “Medicare Choice – lessons for Australia from the reforms of health insurance in the Netherlands”.
ACHR Executive Director, Neil Batt, said the Paper had been commissioned because the two countries had enough in common for the Dutch experience in health care reform to be considered relevant.

Professor Stoelwinder said the Study was timely.  “We have a healthcare system that has served us well but which is fragmented in its funding, subject to much political pressure and facing significant affordability challenges as the population ages.”

“The essential features of what I’m proposing would see consumers choose from competing health funds for their basic Medicare insurance, topping that up (if desired) with optional private health insurance.  The federal government would pay the health insurance fund for the basic Medicare component taking into account the health, socio-economic and rural/remote profile of the specific consumer. This would provide incentives for the funds to compete for all customers, irrespective of any of the factors that affect the cost of health care while consumers would have a choice of Medicare coverage from among competing funds rather than from a single bureaucracy.

“Further, health funds, not government bureaucracies, would be responsible for paying all personal health care costs including doctors, pharmaceuticals, ancillary services and public and private hospitals, depending on the consumer’s choice of insurance cover.

“We do not need to establish a national health scheme to solve our problems,” Professor Stoelwinder said.    “If we adopted a national scheme such as in the UK, all the problems we now have in the public system would become worse as government bureaucracies ran bigger and more complex systems still subject to political pressure.”

The Study says it is important funding changes ensure that consumers understand the full cost of health care insurance to give them a direct stake in future decisions about the growth of healthcare spending.  

“Funding of healthcare should be known and understood by consumers rather than paid for out of general taxation,” Professor Stoelwinder said.

“We know this can all be done because the Netherlands is doing it now.

“The Netherlands spends about the same per capita on health as Australia and has implemented major reforms to address ‘durability, solidarity, choice, quality and efficiency’ and to achieve:

· universal coverage for the Dutch population while ensuring individuals had a direct appreciation of the overall cost of the health system;

· a competitive market between health funds to give individuals choice; 

· reduced benefit outlays by implementing a sophisticated risk equalisation arrangement.”

Professor Stoelwinder said the Dutch health minister who’d initiated the reforms had identified three crucial problems as needing to be addressed:

1. the sharp rise in costs driven by technological advances and population ageing

2. the fact that most Dutch citizens held the idea that healthcare is free and was a matter for the government, not for individuals

3. the reality that when costs needed to be controlled, the government was always the ‘bad guy’ while established, powerful stakeholders in healthcare made change difficult.

“I do not advocate dumping the Dutch model onto Australia – what the Dutch have now is a reflection of their healthcare history, ours is different.

“Nevertheless, I believe the Dutch reforms can guide us and that the Australian health care system can implement a consumer choice model by using existing structures and current sources and levels of funds. 

“Ultimately, our health care system can head in three broad directions:

1. incremental evolution of what we have now – it’s served us well but is a complex and fragmented

2. a national health scheme – this might result in integrating the public services but would fail to integrate the private system, unless the private system were to be abolished

3. A model such as described in this paper.

“In my view, adopting a consumer choice model as described in this Paper would position Australia well for the considerable long-term challenges ahead,” Professor Stoelwinder added. 

Further information:

Professor Just Stoelwinder – Monash University

Neil Batt – Executive Director ACHR

Mob: 040 222 0303





Tel: 03 8682 6745









Mob: 0409 399 022
