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Abstract

Out-of-pocket health expenditures in Australialaigh in international comparisons and have been
growing at a faster rate than most other healtksdogecent years. This raises concerns abouxteant

to which out-of-pocket costs have constrained actiebealth services for low income householdsngysi
data from the ABS Household Expenditure Survey 2003ve model the relationships between health
expenditure shares and equivalised total expemrditurcategories of out-of-pocket health expendiur
and analyse the extent of protection given by cssioa cards. To allow for flexibility in the relatiship
we adopt a semi-parametric estimation techniguevihg Yatchew (1997). We find mixed evidence for
the protection health concession cards give aghightout-of-pocket health expenditures. Despitghér
levels of subsidy, households with concession chaste higher total health expenditure shares thzer o
households. Surprisingly, the major drivers ofdifeerence are not categories of expenditure whards
offer little or no protection, such as dental seegi and non-prescription medicines, but prescriptio
costs, where concession cards guarantee a subsidgpecialist consultations, where bulk billintgsa
would be expected to be higher for cardholderss &hihe first detailed distributional analysis of
household health expenditures in Australia.
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1. Introduction

The unpredictable nature of adverse health eventshee highly skewed distribution of health care
expenditures make self insurance largely infeasiea result every OECD health system is financed
through a mix of tax-financed public insuranceyaté insurance and out-of-pocket (OOP) payments.
The mix of funding sources has an important beasimthe equity of the system. For example, a major
reliance on financing health care through OOP paysis likely to disadvantage lower income
households because patient’s ability to accessytem is constrained by their ability to pay fealh
care. It may also result in horizontal inequityétation to health status (Wagstaff and van Doersla
2000). Given the well-established empirical relasioip between income and health, poorer sections of
the community are likely to need relatively morealtie care than those on higher incomes and fadehig
burdens from OOP payments.

By international standards, Australia has a healmnice on OOP payments to finance its health care.
This is despite Medicare which gives universal asde free or subsidised health care services and
products. Figure 1 shows international comparisder capita OOP payments devoted to health care i
2002. For comparative purposes, national currermiesonverted to USD using the OECD’s purchasing
power parity (PPP) exchange rate. Out of the 28DEember countries for which data are available,
Australia ranks fourth highest in per capita OOBtgs¢OECD, 2006).

In 2003-04, $75.8 billion or 9.7% of the AustrafigGDP was devoted to health care, and over the
previous ten years health expenditure increaseahlaverage of 4.6% per annum. Figure 2 shows that
over the last decade OOP payments have grown rapi@ly than any other source of health care funding
(AIHW, 2005). Australians are spending more onrtheglth care and are increasingly financing this
expenditure through OOP payments. Aggregate statisidicate that in 2003-04 the proportion of
recurrent health expenditure financed through O@nents was 21.4%, about three times the private
health insurance share. The Australian governmerttdd 46.5% of total health expenditure and stade a
local government, 20.3%. The OOP component reptesdout $810 per capita with the largest
proportions going towards non-prescription pharmticals and dental health services (AIHW 2005,
Table S38). Not surprisingly, both of these ardasxpenditure are characterised by a lack of aipybl
funded programs.

The Australian health care system is charactebyadix of services and products some provided difee
charge, some at very little charge and some atéd. Apart from public hospitals, health care/iees
are to a large extent privately provided and paictoh a fee-for-service basis. Private providergetthe
right to determine their own fees. In the presesfcetax funded system, this could be a recipe for
escalating public health care costs. HoweverAtlgtralian government has controlled demand by
setting fixed subsidies for medical services arglfha in place several restrictions on what mediin
and procedures it subsidies and how much it paythém.

There is an enormous degree of complexity arounnl getts charged for what service or product. For
example, some GPs seek zero patient contribut@rallftheir services, some GPs charge a patient



contribution for all their services and some GPargh some of their patients. Specialists are & le
likely to bulk bill than GPs. This complexity meathsit all Australians face a substantial risk dhpe
charged OOP costs for their health care howeveletled of OOPs depends not so much on the amount
of health care purchased but the type of servidatadocation. To counter this risk, some additib
measures have been put in place to protect indilddand households from high OOP costs. Eligible
Australians can apply for a range of concessiodsctrat entitle them to higher government subsifties
some medical services and products. Concessios asedan essential part of these protective measure
because they provide additional subsidies for thetmulnerable groups in society, those on low
incomes, the elderly or people with a disabilitygth special needs.

To date, there has been very little research aalysia of the distribution of OOP costs in Australi

Most government agencies focus their reportingggregate measures such as the percentage of service
with zero OOP costs over time, by profession ancelgion (Australian Department of Health and Aged
Care, 2000; Britt, Valenti et al. 2001; Australiastitute of Health and Welfare. 2005; Australian
Institute of Health and Welfare. 2006). Of fiftestndies that analysed OOP costs in Australia pogatis
between 1990 and 2006, nine focused on OOP casisiated with particular diseases, such as stroke o
childhood cancer (Fan, Boldy et al. 1997; March Badhmeier 1997; Lapsley, March et al. 2001;
Jenner, Campbell et al. 2002; March, Cross ett#l22Cohn, Goodenough et al. 2003; Hall and Hendrie
2003; Dewey, Thrift et al. 2004; March, Cross eR804). Four studies examined the OOP costs
associated with GP consultations, including ondysthat examined costs for different income groups
(Young, Dobson et al. 2000; Young, Dobson et al12@\rnold 2003; Young and Dobson 2003). One
study estimated the personal cost of attendingsbezzeening services and another surveyed patients
about the extent to which prescription co-payméntmosed a barrier to access (Hurley and Livingston
1991; Doran, Robertson et al. 2004).

This is the first Australian study to examine hosahh-related OOP costs vary across the distribudfo
household total expenditure and the extent to wb@ftession cards provide protection from OOP
costs. Section 2 of the paper describes the itisti@l health care arrangements in Australia aed th
eligibility conditions and entitlements of healtare concession cards. Using data from the ABS
Household Expenditure Survey 2003-04, we modeteataionships between health expenditure shares
and per capita total expenditure. To allow for iltélity in the relationship we adopt a semi-pararicet
estimation technique following Yatchew (1997). Thedel and empirical strategy are outlined in sectio
3 and in section 4 we describe the data. Resdtprasented in section 5 and section 6 concludes.

2. Palicy setting

The Australian health care system involves a cormgdt of arrangements and interactions between the
public and private sectors. Government healthcgalbjectives include the provision of tax-financed
medical services, medicines and acute health cam|fAustralians under Medicare and a commitment
to a viable private health industry to improve theice of health services for Australians.
(Commonwealth Department of Health and Ageing, 2008The Australian Government has



responsibility for medical services and pharmacalithenefits. The State and Territory governments o
and operate public hospitals; however, there igrdfecant Commonwealth contribution to public
hospital operating costs, negotiated through fizarly Australian Health Care Agreements.

All Australian residents are entitled to free pallibspital treatment anywhere in Australia. Public
patients treated in public hospitals forego choitmedical provider and are treated by speciafiatd by
the hospital. Specialists may be private practéisnpaid on a sessional (or hourly) basis fotrneat of
public patients, or salaried staff specialists. Mp#/ate patients are admitted to private hospiteit
specialists treating public patients can also agnivate patients in public hospitals.

Apart from doctors treating public inpatients, moedical services are provided by private practéis
paid on a fee-for-service basis. Doctors set their fee for each medical service provided, and the
Australian Government effectively sets a floor pribrough the Medical Benefits Schedule (MBS) via a
fixed rate of subsidy. In 2003-04 the governmeimhbairsed doctors at 75% of the MBS fee for private
inpatient services whether in a public or privadsgital, and 85% for out-of-hospital services.dttbrs
accept the government reimbursement as the futhie@atient incurs no OOP charge. This is known as
bulk billing. If the practitioner does not bulk biany charge above the MBS reimbursement is cllaige
the patient. OOP payments for doctor visits varatea of residence and medical specialty. Aetiak

of 2003, 66% of GP visits were bulk-billed, witlettowest rate in the ACT (34%) and the highest in
NSW (75%). Most patients incur an OOP cost for ggist consultations. For example, bulk-billingeat
in December 2003 were 27% for specialist consohiati 10% for anaesthetics, 41% for operations and
20% for obstetrics. There was also a Medicaretgafet which paid 100% of the Medicare fee
schedule (as opposed to the normal 85%) when fshdinnual aggregate gap payment (the difference
between the schedule fee and amount charged) eed¢taetireshold. A number of new bulk billing
incentives were implemented in 2003-04: MedicareBhovided higher payments (an increase from $5
to $7.50) to medical practitioners bulk billing kelien and concession cardholders, and for services
provided in areas classified as rural and remaoimesouter metropolitan areas, and Tasmania. In
addition, the reforms increased MBS fees, as vgeihereasing the Medicare subsidy for GP visits to
100% of the MBS fee.

The Pharmaceutical Benefits Scheme, PBS, provigesidised access to listed medicines. In 2003-04
the total cost of the scheme was $5,607.5 millioth iaprovided 165.4 million prescriptions. In 200@
prescription copayment was $23.10 for general pttiand $3.70 for concessional patients. Once &nnua
OOP expenditure reached specified thresholds (8008r general patients and $192.40 for cardho)ders
the OOP payment per prescription fell to zero famaessional patients and to the concessional aate f
general patients. In 2003-04, 83% of all presaripgiand 72% of overall costs of the PBS were
concessional.

Dental services in Australia are almost entirelyately provided under fee-for-service private pice
arrangements. State and Territory governments tgpsoane public dental services with an emphasis on



emergency care for low income groups. The Commotikvedtiated a public dental health program for
prevention and treatment for the same target gimd994 but it was discontinued in 1996.

The extent to which consumers face OOP costs facee prosthesis, aids and appliances (appliances
from here on) depends on a range of factors. Gnesiface zero OOP for appliances received aopart
a public inpatient episode. For private inpatigpisodes, consumers face zero OOP cost if the @levic
listed on the Australian Government’s no-gap listJune 2007, consumers made OOP payments for
approximately 10% of 9,000 devices. For appliamresided outside of the hospital setting, consamer
face the majority of costs. In 2002-03, consunpaid 78% of the $2.3 billion spent on appliancethan
out-of-hospital setting through OOP payments. &eihealth insurers contributed approximately 10%
for consumers with ancillary insurance. The AlgreGovernment’s hearing services program accounts
for the majority of public expenditure on appliasce

Health insurance can be purchased to cover oubdgi costs associated with private inpatient ineat
in either private or public hospitals and to costiter procedures and items such as prostheses and
devices provided to private in-patients, and aagilservices which include dental care, allied theal
services and complementary care. Depending onmgrds between insurers, private hospitals and
medical specialists, private inpatients may fage feo-gap) or specified (known-gap) OOP payments.

Concession cardholders are entitled to a rangddifianal subsidies and reduced prices for healtk c
services and products, depending on the type dftbay have. Table 1 lists the available health
concession cards, their eligibility rules as weltlae cardholders’ entittiements. Eligibility for a
pensioner, health care and seniors’ health cackisgrimarily linked to whether an individual or
household is a recipient of qualifying governmeendfits such as the age or disability allowancarer
in receipt of specified allowance and have suffitielow income to qualify for the full rate of Fam
Tax Benefit Part A. Veterans of Australia’s defefmees who have qualifying service may be eligtole
one of the three types of DVA cards.

Every concession card entitles the card holdgnéabncessional rate for listed prescription meéisi

The Safety Net card provides further subsidiegdmilies who accrue high OOP expenses from
prescription medicines through the. Some cardhslde also entitled to free hearing services aisl ai
DVA cardholders may be entitled to a wider rangeudfsidies. DVA ‘Gold’ cardholders do not face any
OOP costs for their health care services as lortgeaprovider agrees to charge patients in line DVA
arrangements. In general, these arrangements aeeg®oerous than similar government subsidies aimed
at the general population. ‘White’ cardholders hsivailar entitiements but only if the service ooguct

is in connection with a specified war-related ctiodi

3. Model and empirical strategy

The focus of this paper is the form of the relagluip linking health OOP expenditure shares and tota
expenditure, that is, Engel curve estimation. Ewegeles can be estimated parametrically, howeven ev



flexible parametric specifications, such as Piglay fail to capture relationships inherent indhaéa.

The relationship between expenditure share andflegpenditure may be quite non-linear if housesold
responses to increases in total expenditure chacrgss the distribution. For example, householdseat
lower end of the distribution may derive a largealth gain from a given health expenditure compared
with those higher in the distribution. To bettedarstand the relationship between health care déman
and total expenditure, it is important to use aimegion technique that allows the full range of
responses. Nonparametric estimation methods, sutttedowess (locally weighted scatterplot
smoothing) estimator of Cleveland (1979), makesssumptions about functional form and so achieves
this goal (see Delgado and Robinson, 1992). Homeesparametric regressions are generally limibed t
the analysis of bivariate relationships. If relevapvariates are omitted, nonparametric estimates e
biased. For example, if age positively affects dedrfar health care and negatively affects total
expenditures, excluding age would cause an upwagdib the estimated coefficient on expenditures at
low expenditures and a downward bias at high expered. When there are many potential regressors,
fully nonparametric analysis becomes impractical iais common to estimate a semi-parametric model
which combines parametric and nonparametric compsne

We estimate a partial linear model using the seamimetric approach of Yatchew (1997). The dependent
variable is the jth out-of-pocket health expenditshare for householdw; . The conditional mean

expenditure share is a linear regression functf@arumber of controlg, and a non-linear function of
the log of equivalised total household expendittgp(,ln()q )) The forms of the functio, () are

unspecified:
(1) Elw|z.x]=28 +9,(nx)+e

For each health expenditure share, the data isaemtdyy equivalised household expenditure and
differencing is used to remove the non-parameffects of total expenditure. The parametgtsof the
linear component of the model are estimated onlifferenced data. The parameters are then apmlied t
the non-differenced data and subtracted from tpemditure share. The form of the function betwéen t
adjusted share and the log of equivalised totasébold expenditure is estimated non-parametrically.

2 w, -2, =2(8 -5, )+ 9,(nx)+¢, Og,(Inx)+e
The approximation in equation (2) holds beca@smnverges sufficiently quickly {6.

The Yatchew patrtially linear model is a developnafrthe procedure of Robinson (1988). The Yatchew
approach eliminates the necessity for non-paramestimation of the relationship between each ef th
control variables in the parametric component efrtfodel and total expenditure. Partially linear eisd
have been adopted in many applied settings. Yat¢h8@r) includes an application investigating the
relationship between electricity distribution cosisl scale of operation. Recent applications dfgigr
linear techniques include new business startupsitistel and Ravallion, 2006), temperature trends (Gao



and Hawthorne, 2006), systemic inflammatory resp@yndrome (Liang 2006), the personal computer
market (Stengos and Zacharias, 2006) and creditlimsures (Pence, 2006).

Engel curve applications more closely related te plaper include Bhalotra and Attfield (1998) and
Blundell, Duncan and Pendakur (1998). Bhalotra/Aittfield use Robinson’s model to estimate semi-
parametric Engel curves for rural Pakistan usitey@e household survey and estimate the effects of
household size and composition on consumptionnoattd he household composition variables are then
used to infer patterns of intra-household allocatietween children and adults. Blundell et al (3998
undertake semi-parametic estimation of Engel ctelationships using data from the British Family
Expenditure Survey. Yatchew, Sun and Deri (2008)nete semi-parametric equivalence scales and test
for base-independence using South African data.

4. Data

The Household Expenditure Survey 2003—04 was caaduwm a sample of dwellings throughout
Australia from July 2003 to June 2004. The 6,957skedolds in the survey were selected from those not
recently included in an ABS household survey ardugled non—private dwellings (such as hospitals,
institutions, nursing homes, hotels and hosteld)dmellings in collection districts defined as very
remote or indigenous communities. Information walgected from all persons aged 15 years and over in
the selected household. Personal interviews wardwzied and survey participants were also required
record in a diary all their expenditures over a timaek period.

Total household expenditure, equivalised usingdB€D equivalence scale, provides our welfare
ordering. We exclude expenditures on income taxmoidgage repayments which are often negative and
delete observations with negative expendituresamsport and on recreation. This leaves a sample of
6,693 households, of which 2,876 (43%) had acaessd or more health concession cards in the
household.

Figure 3 presents kernel densities of the distidioubdf log equivalised household expenditure bylcar
status for the sample. Not surprisingly, givenetligibility rules, the density function for cardldelrs lies
to the left of that for non-cardholders althougérthis considerable overlap. Table 2 presents mean
equivalised total expenditure and mean health edipges by quintile of equivalised total expendiur
for the whole sample. The top panel includes adlepbations and the bottom two panels split the gsamp
by card status. In the lowest quintile there adg 840 non-cardholder households (18% of the gieinti
population) and this proportion is reversed inttygquintile. Total health expenditure is lower for
cardholders in the bottom two quintiles and highehe top three, with cardholder expenditure i tibp
quintile almost double that of households withataession cards. This difference is driven by allsma
number of cardholder observations with large O@P#dspital episodes and appliances.

Table 3 presents health expenditure shares byilguiott the three groups. These are the dependent
variablesw, , of our partial linear model. While the unconditzb total health expenditure share is about

3% across all quintiles, there is a slight fall imuseholds without cards and a rise for those gdtlds



across the distribution. The quintile average share also generally higher for cardholders. Thepa
differs across categories of expenditure. GP aeesagres fall across the distribution, with cardacd’
shares being slightly lower in all quintiles. Inmntiast, specialist shares rise for most of theitision
irrespective of card status. Prescription OOP shfaleacross the distribution and they are geheral
higher for those with concession cards, despitetimeessional co-payment rate and the PBS safety ne
The shares for dental OOPs are substantially hifginéhose without concession cards.

Many of these differences are likely to be drivgrhkalth status, with cardholders being older and i
poorer health. Doctor fees may also vary by locatigulk billing rates tend to be higher in citibésih
regional areas, particularly for GP visits. In gagametric part of the partial linear model we oalrfor
age and location. Table 4 presents means of theot@ariables for the whole sample and by cartlusta
The age distribution is very different by card ssatcardholders are about 15 years older on avémage
every quintile. There appears to be little differeetween the two groups by location, either htesbf
residence or region.

The proportion of zero expenditures in the datéegdry expenditure category and card status. Of
households with a health concession card, 11% bergetotal health expenditures over the two-week
diary period, compared with 7% for households widhcard. Higher proportions of zero GP expenditures
for cardholders could arise from either lower usa bigher rate of bulk billing. The proportionszaro
expenditure on specialist visits and over-the-ceuntedicines are very similar for the two grougdssT
contrasts with dental expenditures. Cardholderg laalower rate of zero prescription expenditures
reflecting higher average age and probably a higiwddence of chronic conditions. Only about 3.586 0
households have non-zero hospital expendituresalecpublic treatment in a public hospital is free,
non-zero hospital expenditures indicate admissgoa private patient. The rates do not differ bylcar
status which is an unexpected result, given traivel incomes and insurance coverage by card status
and despite only DVA cards providing governmentsaasce for private hospital treatment.

5. Results

In the semi-parametric specification we includetoms for ten year age bands (age 40-49 omittedde s
of residence (NSW omitted) and a capital city dum#aye is clearly related to health need and we
include states to control for varying supply coiwttis and price regimes. In the 2003-04 HES dataste
relating to health were not collected.

The data is ordered by equivalised household expeadnd the parametefs, of the linear component

of the model are estimated on the differenced ftstaach health expenditure share for the wholegpgam
and separately by card status. (All regressiontsefar these models are available on request tham
authors.) The parameters estimated on the diffecedata are applied to the non-differenced datatand
predicted linear component of the model is subthétom the expenditure share. The form of the
function between the adjusted share and the legjoifvalised total household expenditure is estithate
using lowess.



Figure 4 presents the estimated semi-parametdatiorthips between each health expenditure shdre an
log of equivalised total expenditure. Figure 5 prés corresponding results split by card statugh Bo
control for age and region. For some health expereli, the highly non-linear relationships shown in
Figure 4 arise from combining the two distinct sarbples distinguished by card status. This is
particularly so for the shares of total health exgiire and allied health. However, for dental
expenditures both subsamples exhibit quite compbexlinear relationships. Given the Engel curve
specification, a positive slope of the lowess cundicates an expenditure elasticity exceedingantka
negative slope an elasticity of less than one.

At the same level of equivalised total expenditaeedholders generally have higher total health
expenditure shares than non-cardholders acrogsititde of the distribution. While the differencethe
unadjusted level of expenditure is about $4 pertkwie corresponding difference in shares adjufsted
age and location is closer to $2 per week.

The pattern of expenditure shares varies with gegoaies of expenditure. Hospital expenditure share
are extremely small for both groups reflectinglthe frequency of hospital admissions in the vergrsh
diary period and the high level of public subsidy public hospital treatment. Cardholder hospital
expenditure shares are higher across the whokédison and tend to rise with expenditure. For ik
of the distribution the two relationships show aselly aligned overall rising pattern.

For medical practitioners, concession cards mighegally be assumed to give protection through mora
suasion on providers to reduce the size of co-patsra to bulk bill. The results in Figure 5 suggést
this is effective for GP consultations but not$pecialists. Bulk billing rates are much higher @&

visits than for specialists. The level of OOP pagtrfer a GP consultation is unlikely to exceed $30
however there is greater potential variation irsfim specialist consultations and a single nok billed
visit can involve an OOP payment of hundreds ofadsl While cardholders have higher expenditure
shares for specialist services, their use of undiges! allied health professionals is low relatiovether
households.

An unexpected result revealed in Figure 5 is tighdn expenditure shares for prescription drugheat t
lower end of the distribution. Neither the PBS asgion rate nor the Safety Net appears to provide
protection against high OOPs for prescriptionsoimorer cardholders. For non prescription medicines
shares across the middle of the distribution degively flat for both subsamples.

There is a very different pattern between dentdlaptical services which are both largely non-
subsidised. Dental services are found to be a yufaurcardholders. For households without cards, th
dental share is U-shaped across most of the distsibwhile for those with cards it is very low ftire
poorest households and then has a rising pattgticaDshares for non-cardholders are generally
constant across the distribution but rise for caldiérs and for most of the distribution the sharkigher.
In general prices are likely to be the same fotaleand optical services irrespective of card statise of
dental services is relatively low for cardholdeysmhost of the distribution. Cardholders appedotego



non-subsidised dental services compared with nbsidised optical services. This is unlikely to fesu
from reimbursement of OOPs via ancillary insurasioee non-cardholders are 70% more likely to be
insured.

6. Conclusions

Over 21% of health expenditure was funded by OOfeats in 2003-04. On average this represents
just over 3% of total household expenditure, 3.4¥hbuseholds with concession cards and 2.9% for
those without. Across the middle three quintileshef distribution and controlling for age and léoaf
cardholders have higher total health expendituageshdespite higher levels of subsidy. The major
drivers of this difference are not categories qfemditure where cards offer little or no protectidantal,
non-prescription medicines and allied health. Taeyspecialist consultations, appliances and, most
surprisingly, prescriptions, where concession cgrt@gantee a subsidy. This suggests that the
considerably lower prescription co-payment for batders is more than offset by higher rates of
utilisation. It is also unlikely that the lower dahshare by cardholders is due to significantlfdyedental
health. More likely is that lower dental utilisatits driven by price. The Commonwealth dental paoyr
which was targeted on concession card and pentitusswas removed in 1996. Since then dental
expenditures are paid wholly out-of-pocket for gn@sthout private insurance and remaining state¢afen
programs provide very limited assistance. Both &Rbspecialists have the choice to bulk bill
concession cardholders and the results in thisrpagieate that GPs take up the option more than
specialists and that this concentrates gains itothier end of the distribution. Perhaps a greatéicy
focus should be placed on specialist bulk billiaes than those of GP which have been a major facus
recent years.
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Figure 1: International comparisons of per capita out-of-pocket health care costs,
2002 $USPPP
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Figure 2: Growth in per capita health care financing by source,
Australia, 1990 - 2002
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Table 1: Health care card eligibility and entitlements

Type Eligibility Entitlements
Pensioner « Age or Disability Support Pension, . PBS concessional rate
Concession Card Parenting or Carer Payment - Medicare Safety Net lower threshold
(Household) - Mature Age Allowance « Hearing services and aids

« Age>60 years plus Newstart, Widow,
Sickness, Parenting or Partner Allow

Health Care Card . A qualifying social security benefit or « PBS concessional rate

(Household) supplementary payment - Medicare Safety Net lower threshold
« Maximum rate of Family Tax Benefit . Hearing services and aids (if in receiptSitknes
Part A and a Carer (child) or a Allowance)
Mobility Allowance.
Commonwealth » No income support payment, service - PBS concessional rate
Seniors Health pension or supplement and age- - Medicare Safety Net lower threshold
Card pension age and taxable income less
(Individual) than $50,000 (single) or $80,000
(couple)
HIC Safety Net « Concession card holder and PBS- .« Free PBS prescriptions
Concession Card related OOP costs greater than
(Household) $253.80
HIC Safety Net » PBS-related OOP costs greater than - PBS concessional rate
Card $960.10
(Household)
DVA Gold Card « Veterans : ex-prisoners of war, « PBS concessional rate
all health receive disability pension, age or - Medicare Safety Net lower threshold
conditions invalidity pension and satisfy income - Hearing services and aids
(Individual) and asset test and have qualifying - All health care services if provider agrees tottrea
service under DVA arrangements
DVA White Card « Veterans: with an accepted war or . PBS concessional rate
limited health service caused injury or disease, - Medicare Safety Net lower threshold
conditions malignant cancer, TB, post-traumatic - Heaiing services and aids (if in receipt of Sickr
(Individual) stress, anxiety or depression Allowance)

- All health care services relating to limited
conditions if provider agrees to treat under DVA

arrangements
DVA Orange Card . Veterans: qualifying service from « PBS concessional rate
(Individual) WW?1 or Il, age greater than 70 and
resident in Australia more than 10
years.
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Figure 3: Distribution of total expenditure by card status, Australia 2003 - 4
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Table 2: Health expenditures by quintile of equivalised
total expenditure and card status ($/week)

Q1 Q2 Q3 Q4 Q5
All
Observations 1339 1339 1338 1339 1338
Equivalised total expendit 203 337 469 631 1,057
Quintile upper bound 275 401 543 740 5,323
Total 9.55 17.00 26.05 33.00 52.98
GP 0.65 1.23 1.75 2.13 2.36
Specialist 0.97 2.49 4.10 5.16 7.55
Prescriptions 2.23 2.89 3.94 4.89 5.27
Non-prescription medicines 2.69 4.92 5.84 7.43 8.31
Dental 1.58 2.70 5.00 7.00 11.83
Optical 0.43 0.92 1.34 1.32 2.20
Allied health 0.41 0.86 1.48 2.24 2.97
Appliances 0.14 0.22 0.73 0.92 4.53
Hospital 0.26 0.46 1.26 1.17 7.35
No Card
Observations 240 570 860 1046 1101
Total 11.11 17.80 24.58 31.60 46.59
GP 0.97 1.72 1.90 2.25 2.55
Specialist 0.95 2.53 3.44 5.25 7.73
Prescriptions 1.73 291 4.08 4.42 5.25
Non-prescription medicines 2.48 4.35 5.46 7.05 8.11
Dental 3.00 3.89 4.81 6.72 12.20
Optical 0.50 0.67 1.25 1.12 2.25
Allied health 1.06 1.00 1.46 2.33 3.11
Appliances 0.17 0.09 0.86 0.69 1.11
Hospital 0.24 0.37 0.88 1.01 3.65
Card
Observations 1099 769 478 293 237
Total 9.21 16.41 28.70 38.00 82.68
GP 0.57 0.88 1.48 1.69 1.49
Specialist 0.98 2.46 5.29 4.83 6.73
Prescriptions 2.34 2.88 3.71 6.56 5.35
Non-prescription medicines 2.74 5.35 6.54 8.77 9.22
Dental 1.27 1.82 5.33 8.01 10.11
Optical 0.42 111 1.49 2.03 1.98
Allied health 0.26 0.75 152 1.92 2.30
Appliances 0.13 0.31 0.49 1.73 20.46
Hospital 0.27 0.52 1.95 1.75 24.54
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Table 3: Health expenditure shares (%) by quintile of

equivalised total expenditure and card status

Q1 Q2 Q3 Q4 Q5
All
Total 3.33 3.07 3.33 3.05 2.95
GP 0.24 0.21 0.22 0.19 0.14
Specialist 0.34 0.45 0.52 0.46 0.46
Prescriptions 0.84 0.54 0.51 0.48 0.33
Non-prescription medicines 0.92 0.93 0.74 0.68 0.51
Dental 0.49 0.45 0.64 0.62 0.69
Optical 0.13 0.16 0.15 0.13 0.13
Allied health 0.14 0.14 0.20 0.21 0.18
Appliances 0.04 0.05 0.08 0.10 0.15
Hospital 0.10 0.08 0.20 0.10 0.31
No Card
Total 3.50 2.86 3.03 2.86 2.82
GP 0.31 0.28 0.23 0.20 0.15
Specialist 0.30 0.36 0.40 0.46 0.47
Prescriptions 0.63 0.50 0.53 0.44 0.32
Non-prescription medicines 0.72 0.73 0.67 0.63 0.50
Dental 0.89 0.59 0.60 0.58 0.71
Optical 0.19 0.11 0.14 0.11 0.14
Allied health 0.34 0.16 0.19 0.22 0.18
Appliances 0.04 0.01 0.10 0.07 0.07
Hospital 0.08 0.06 0.12 0.09 0.23
Card
Total 3.29 3.23 3.86 3.73 3.55
GP 0.23 0.16 0.20 0.15 0.10
Specialist 0.35 0.51 0.73 0.47 0.43
Prescriptions 0.88 0.57 0.49 0.64 0.35
Non-prescription medicines 0.97 1.07 0.86 0.86 0.56
Dental 0.41 0.34 0.72 0.79 0.62
Optical 0.12 0.21 0.17 0.19 0.12
Allied health 0.10 0.13 0.21 0.19 0.14
Appliances 0.04 0.07 0.05 0.19 0.50
Hospital 0.10 0.10 0.33 0.15 0.71
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Table 4: Means of control variables by quintile of equivalised
total expenditure and card status

All No Card Card

Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5 Q1 Q2 Q3 Q4 Q5
agelt 30 0.07 0.10 0.10 0.12 0.12 0.08 0.10 0.12 0.14 0.14 0.07 0.10 8 0.0 0.06 0.06
age30t0 39 0.13 0.20 0.23 0.25 0.23 0.22 0.26 0.28 0.28 0.26 0.11 0.15 501 013 0.08
age40t0 49 0.14 0.22 0.26 0.25 0.26 0.25 0.32 0.31 0.28 0.28 0.11 0.15 9 0.1 0.15 0.16
age 50 to 59 0.16 0.16 0.19 0.23 0.23 0.25 0.21 0.21 0.24 0.23 0.14 0.12 50.1 0.20 0.22
age 60 to 69 0.17 0.15 0.12 0.09 0.11 0.10 0.09 0.07 0.05 0.07 0.19 0.20 202 0.25 0.29
age70t0 79 0.22 0.12 0.07 0.05 0.03 0.05 0.01 0.02 0.01 0.01 0.25 0.20 8 0.1 0.18 0.12
agegt 79 0.11 0.04 0.02 0.01 0.01 0.04 0.00 0.00 0.00 0.00 0.13 0.07 4 0.0 0.03 0.05
nsw 0.23 0.24 0.24 0.26 0.28 0.25 0.23 0.24 0.26 0.29 0.23 0.25 402 027 0.28
vic 0.22 0.22 0.24 0.20 0.21 0.27 0.21 0.23 0.21 0.21 0.21 0.23 6 02 0.20 0.22
qld 0.13 0.14 0.13 0.12 0.11 0.11 0.15 0.13 0.13 0.11 0.14 0.13 401 0.09 0.12
sa 0.14 0.14 0.13 0.10 0.11 0.10 0.14 0.13 0.10 0.11 0.15 0.14 401 0.10 0.11
wa 0.11 0.10 0.10 0.11 0.10 0.13 0.12 0.11 0.10 0.09 0.11 0.10 8 0.0 0.16 0.12
tas 0.10 0.08 0.08 0.08 0.06 0.07 0.07 0.07 0.07 0.06 0.10 0.09 9 0.0 011 0.08
nt/act 0.06 0.07 0.08 0.11 0.13 0.08 0.09 0.09 0.13 0.15 0.06 0.06 50.0 0.07 0.08
capital city 0.56 0.61 0.64 0.64 0.65 0.58 0.61 0.65 0.64 0.65 0.56 0.60 106 0.64 0.62
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Figure 4: Semi-parametric relationship between shares and equivalised total expenditure
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Figure 4 continued: Semi-parametric relationship between shares and equivalised total expenditure
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Figure 4 continued: Semi-parametric relationship between shares and equivalised total expenditure
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Figure 5: Semi-parametric relationship between shares and equivalised total expenditure by card status
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Figure 5 continued: Semi-parametric relationship between shares and equivalised total expenditure by card status
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Figure 5 continued: Semi-parametric relationship between shares and equivalised total expenditure by card status

.003
1

.002
1

Adjusted share

.001
1

Appliances
/‘\
- \
o ol \\
s~ \
td
/
/
/
/
4

6
Log equivalised expenditure

No Card ‘

23

.004 .006

1

Adjusted share
.002

0

-.002

1

1

Hospital

No Card




