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Thank you for the opportunity to submit feedback to help inform the Senate inquiry: 

Value and affordability of PHI and out-of-pocket medical costs. Exercise & Sports 

Science Australia (ESSA) is a professional association representing over 6,000 

members, including university qualified accredited exercise scientists, accredited 

sports scientists and accredited exercise physiologists (AEPs). AEPs are recognised 

allied health professionals who provide clinical exercise interventions aimed at 

primary and secondary prevention; managing sub-acute and chronic disease or injury; 

and assist in restoring optimal physical function, health and wellness. The following 

comments are for your consideration and address the following Terms of Reference: 

1. The effect of co-payments and medical gaps on financial and health outcomes 

The link between cost, attendance and poorer health outcomes 

It is well acknowledged that cost-of-treatment is a barrier to accessing health services 

regardless of health status[1]; however, people living with a chronic health condition 

are more likely to skip treatment due cost than other cohorts[1]. Increasing out-of-

pocket expense results in reduced attendance rates, which is associated with poorer 

health outcomes and a greater burden on the Australian economy[2].  

ESSA recommends that decision-makers, where possible, adopt a position to reduce 

out-of-pocket expenses for those who are socioeconomically disadvantaged.  

Cost. High out-of-pocket expense is a problem in Australia. For example, people living 

with a respiratory disease, such as chronic obstructive pulmonary disease, experience 

109% higher out-of-pocket healthcare expenditure than those with no health 

condition, $1640 compared to $660 per year respectively[1]. Out-of-pocket expense 

for other chronic health conditions are just as concerning[1]:  

Chronic disease   Average out-of-pocket expenditure per year  

Arthritis       $1220 

Cancer       $810 

Mental illness      $1350 

Diabetes       $1220 

Heart disease       $890 

Hypertension      $1030 

High cholesterol      $1420 
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Attendance. Simply put, the higher the associated out-of-pocket expense for 

treatment, the more likely people are to forego healthcare. Highlights from a recent 

senate inquiry into out-of-pocket health expenditure in Australia included: 

 the Australian Bureau of Statistics reports that approximately 1.8million Australians 

avoid seeking treatment each year due to cost 

 the National Health Performance Authority reports that between 3–14% of adults 

avoid seeking medical treatment due to cost 

 according to the Consumers Health Forum of Australia nearly half of Australians 

identified cost as a contributing factor to delays in seeing a medical practitioner[2].  

Health outcomes. While there is a significant amount of research supporting the link 

between low attendance to general practice appointments and poor health outcomes 

(similar findings also exist for medication adherence)[3], comparative research for 

allied health professionals is missing. However, there is a myriad of research that 

supports improving access to allied health professionals results in favorable 

improvements in health outcomes[4]. 

 

The financial and economic implications  

A significant proportion of Australians (75%)  experience financial hardship while 

managing their illness, including being unable to pay for medical or dental expenses, 

medication, rent/mortgage and utility bills[5].  

ESSA recommends that when unavoidable, out-of-pocket expense should be 

invested in evidence-based care.  

 

In 2016, ESSA commissioned Deloitte Access Economics to identify the financial 

investment associated with engaging the AEP workforce from the perspective on the 

consumer[6]. Deloitte Access Economics identified that exercise interventions 

delivered by AEPs are efficacious and highly cost effective for Australians living with 

complex chronic disease. The net benefit per person per year, include:  

 $2,820 for people living with type 2 diabetes  

 $5,467 for people living with depression  

 $7,606 for people living with cardiovascular disease   

 $6,629 for people living with chronic obstructive pulmonary disease   

 $241 for people living with asthma. 

 

On average the overall benefit for consumers receiving AEP exercise interventions is  

estimated to be $6,562, with a net benefit of $5,938 (overall benefit minus the cost of 

treatment), benefit to cost ratio of 10.5 (for every AUD spent the consumer will 

receive a $10.5 return) and approximately 25% of direct out-of-pocket expenses 

saved[6].  
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In addition to consumer savings, improving access to AEPs has significant implications 

for the Australian economy. A summary of the benefits and costs of AEP interventions 

per person, for the conditions analysed by Deloitte in their 2015 report are outlined in 

the table below. Deloitte also identified that clinical exercise interventions were also 

cost effective for chronic back pain, osteoarthritis and rheumatic diseases[7]. 

 

Estimated benefits and costs of AEP interventions per person 

 

Condition Benefits ($) Costs ($) 

(E) 

BCR 

Health 

system (A) 

Productivity 

& other 

financial (B) 

BoD 

(C) 

Total 

wellbeing 

(D=A+B+C) 

Pre-diabetes 1,977 1,520 2,617 6,115 580 6.0ˆ 

Type 2 diabetes 5,107 NE 2,860 7,967 580 ≥8.8 ˆ 

Mental health 

(depression) 

330 1,909 NE 2,239 824 2.7 ˆ 

Chronic disease 

(cardiovascular) 

NE NE 11,847 11,847 1,903 6.2 

Note: BoD is ‘burden of disease’, NE is ‘not estimated due to lack of available data’, ˆ BCRs (Benefit to Cost Ratio) 

for pre-diabetes, type 2 diabetes and mental health (depression) are reported as the ratio of financial benefits 

(health system and lost productivity savings) to costs. The BCR for chronic disease is relative to the burden of 

disease. BCRs which contain NE elements are reported on a ‘greater than or equal to’ basis, as it is assumed that 

the NE components would add to the benefits. Source: Deloitte Access Economics (2015) 

2. Private health insurance product design including product exclusions and benefit 

levels, including rebate consistency and public disclosure requirements 

Misrepresentation of services  

Presently, many private health insurance policies commonly—and incorrectly—

categorise AEP services as a sub-category of natural/alternative therapy.  

 

In 2006, AEPs were included by Medicare Australia as an allied health provider under 

the Enhanced Primary Care Program (now the Chronic Disease Management 

Program). AEPs have since become the fifth most utilised AHP—a testimony to the 

recognition of AEP interventions as a cornerstone of the allied health sector [8], the 

high benefit to low risk associated with exercise[9], and exercise being an acceptable 

(little stigma associated with exercise) intervention to consumers[6-7]. 

 

Furthermore, in 2007 the Department of Health and Ageing released the Quality 

Assurance Requirements for Privately Insured Services[10]. The framework identified 

that “the exercise physiology industry meets all of the requirements of an allied 

health profession that is eligible for the provision of health insurance benefits”[10]. 
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AEPs are acknowledged as an allied health profession in section 12 of the Private 

Health Insurance (Health Insurance Business) Rules 2013[11]. Yet several private health 

insurance policies catagorise exercise physiology under naturopathic, alternative or 

complementary therapies, this is misinformative and misrepresentative.   

ESSA recommends that AEPs should not be classified in the natural, alternative or 

complementary therapies. Many complementary therapies have limited evidence 

for the efficacy of their treatments, which is not the case for exercise physiology. 

 

Product design and exclusions  

Managed-care remains a real problem within PHI extras policies. For example, the 

scope of benefits available to PHI members represent “general-consumer-demand” as 

opposed to letting individuals decide for themselves. As a result, PHI members are 

often required to purchase more comprehensive cover to meet their basic needs.  

Exercise is fundamental to chronic disease prevention and management, yet AEPs (i.e. 

professionals with the highest level of training for prescribing exercise) are frequently 

under-represented or excluded in PHI polices, lack parity with other AHPs and are 

inappropriately classified under “naturopathic” and “alternative” therapies. Research 

supporting AEP interventions, as appraised by the National Health and Medical 

Research Council (NHMRC) evidence hierarchy rating, is available for the following 

conditions:  

 cardiovascular disease (ischemic heart disease[9,12], post-acute myocardial 

infarction[9, 12], chronic heart failure[13], peripheral arterial disease[14], 

hypertension[15]) 

 pulmonary disease (asthma[16], chronic obstructive pulmonary disease[12], cystic 

fibrosis[17]) 

 metabolic disease (diabetes mellitus[18], dyslipidemia[12], impaired glucose 

tolerance[12] obesity[19]) 

 musculoskeletal disease (arthritides[18-21], osteoporosis/osteopenia[22-23], acute 

and/or chronic musculoskeletal injury) 

 neurological disease (acquired brain injury, multiple sclerosis[24], Parkinson’s 

disease[25], spinal cord injury[26], stroke[27], cerebral palsy[28]) 

 mental health[9] 

 cancer[29] 

 aged care[30]  

 kidney disease[31] 
. 

 

 

 

 

Value and affordability of private health insurance and out-of-pocket medical costs
Submission 14



 

 

 

Access to evidenced-based health services—such as AEPs—should be a basic health 

right and not restricted to only those that can afford top tier policies.  

ESSA recommends PHI follow contemporary patient-driven models of care and 

empower their members to choose the services they need. This can be achieved by 

regulating the total annual limits across each level of cover, but removing any 

restriction on the type of service someone can access.  
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