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Figure 7.1: Production function in health

A significant proportion of the state’s resources 

are spent on healthcare. In 2008–09, total public 

and private health expenditure was $35 billion – 

almost 9% of gross state product.1

Efficient use of resources is a defining 

characteristic of high-performing healthcare 

systems. Worldwide, pressures of increased 

prevalence and burden of chronic conditions, 

technological developments and patient 

expectations are focusing attention on value                  

for money, efficiency and sustainability.

The people of NSW expect their healthcare 

system to have sufficient resources to provide 

high-quality, safe care to people who need it. 

They also expect value for money and efficient 

use of resources to ensure the system is 

affordable and sustainable. 

From an economic perspective, the healthcare 

system can be viewed as having a ‘production 

function’ – where inputs (such as staff, capital, 

medicines) are used to perform activities or 

processes of care (such as surgical procedures 

or diagnostic tests) with the aim of influencing 

outcomes, such as improved health and length 

of life (Figure 7.1). All of this occurs within a 

framework of needing to be sustainable into                

the future.

Previous chapters have examined outcomes 

in terms of health status, mortality and patient 

experience. The focus of this chapter is:

 

•	 What resources are used in health?

•	 What activities do those resources 

produce?

PROCESSES                     
OF CARE

   •  Treatments

   •  Diagnostic tests

   •  Surgical procedures

   •  Hospitalisations

   •  Consultations

OUTCOMES

    IMMEDIATE  

      •  improvements in symptoms;                 

          patient and staff experiences

    INTERMEDIATE                                                                        

      •  reduced complication rates

    LONG-TERM    

      •  improvements in health 

          and quality of life

   •  Investment

   •  Staff

   •  Pharmaceuticals       

   •  Equipment

   •  Policy and management

INPUTS:                                     
resources and                    

structures

Resources          
Powering the healthcare system
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Notes about this chapter: It is difficult to interpret appropriate levels of resources in healthcare 

systems. While under-resourcing can impede the delivery of quality healthcare, higher levels 

of resourcing do not necessarily correspond to higher performance and may suggest waste.             

Therefore we note relative numbers, counts and volumes without ranking performance.

What we learnt about NSW NSW was higher than: NSW was lower than:

Note: more resources do not always OR                                                                      
directly correspond with higher performance

In 2008–09, total public and private 

expenditure was $35 billion or $4,933 for 

each person

 

United Kingdom

New Zealand

United States

Norway

Switzerland

Canada

Netherlands

Germany

France

Sweden

Almost seven in every 10 healthcare dollars 

spent in NSW in 2008–09 came from            

public sources  
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Total health expenditure in NSW (public and 

private) was $35 billion in 2008–09.1

Gross domestic product (or in the case of NSW, 

gross state product) is a measure of the size of 

a jurisdiction’s economy. It refers to the market 

value of all goods and services produced within 

a particular time frame (usually a year). The share 

of GDP spent on health reflects the proportion of 

the total economic effort that is spent on funding 

health and healthcare. 

In 2008–09, NSW allocated 8.7% of its gross 

state product on health. This proportion was 

the same as that recorded in Australia as a 

whole and lower than all of the selected OECD 

countries analysed except Norway (Figure 7.2).

Health expenditure has been increasing for 

decades. In NSW, between 1998–99 and               

2008–09, total spending on health increased 

in current prices from $2,608 per person to 

$4,933 per person (a nominal 89% increase). 

Internationally, increases in per-person spending 

ranged from 70% in Germany to 127% in the 

United Kingdom (Figure 7.3). 

When interpreting these data, it is important                 

to note that international evidence has shown 

more spending does not always or directly       

result in higher-quality healthcare.2,3

Figure 7.2: Proportion of GDP (gross domestic product) invested in health, 2008–09∞
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Investment in healthcare services  
In 2008–09, NSW spent $4,933 per person on health and healthcare
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Figure 7.3: Total health expenditure (public and private) per person in Australian dollars (purchase 
price parity and current prices), 1998–99 and 2008–09∞
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(∞) AIHW Health Expenditure Database and OECD Health Data. All expenditure reported using the OECD System of 
Health Accounts (SHA) framework. Definition of financial years vary slightly across jurisdictions (July 2008 to June 2009                              
for NSW and Australia, for other countries, see Technical Supplement: Healthcare in Focus 2011).

(*) For NSW, data refer to proportion of gross state product.



69   HEALTHCARE IN FOCUS 2011: Resources  November 2011  www.bhi.nsw.gov.au   

%
 o

f c
ur

re
nt

 h
ea

lth
 e

xp
en

di
tu

re

18

82

20

80

22

78

23

77

30

70

31

69

31

69

41

59

53

47

0

20

40

60

70

90

50

30

10

80

100

Private Public

Switz
erl

an
d

Aust
ra

lia

New
 S

outh
 W

ale
s

Germ
an

y

Can
ad

a

Fr
an

ce

New
 Z

ea
lan

d

Unit
ed

 S
tat

es

Swed
en

Healthcare systems are often funded with a 

mixture of public and private sources. Public, or 

government, funding is primarily gathered via the 

taxation system. 

Private expenditure includes private health 

insurance, out-of–pocket costs paid directly 

by patients (including Medicare and medical 

insurance gaps), and other non-government 

sources such as workers compensation and 

third-party motor vehicle insurance payments. 

Across Australia, out-of-pocket costs make up 

57% of private health expenditures.1

In 2008–09, more than $23 billion (69%) of 

healthcare current expenditure (excluding capital 

spending) in NSW was covered by public funds. 

More than $10 billion (31%) was from private 

sources (Figure 7.4).

Together, total public and private healthcare 

spending in NSW amounted to $35 billion in 

2008–09. This money was allocated to a range 

of services. Two-thirds (68%) of total health 

expenditure funded inpatient, outpatient and 

primary care services. Only around 2% was 

directly allocated to  specific prevention and 

health promotion activities (Figure 7.5).

Figure 7.4: Public and private expenditure on health, as a percentage of current expenditure,                         
NSW, 2008–09¶

Expenditure on health: Funding and spending  
In 2008–09, seven in every 10 healthcare dollars came from                 
the public purse
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Figure 7.5: Proportion of total health expenditure (public and private), by major category,                     
NSW, 2008–09¶

Inpatient care
(overnight and day-only) 36%

Ancillary: laboratory, imaging, 
transport and rescue services   6%

Prevention and public health services   2%
                (health promotion)

Pharmaceuticals & appliances
for outpatients   17%

Health administration   2%

Capital   5%

Outpatient and primary care   32%

(¶) AIHW Health Expenditure Database and OECD Health Data. All expenditure reported using the OECD System 
of Health Accounts (SHA) framework. Definition of financial years varies slightly across jurisdictions. Data refer to                            
July 2008 to June 2009 for NSW and Australia, for other countries, see Technical Supplement: Healthcare in Focus 2011. 
Data for United Kingdom, Norway and Netherlands not available in OECD Health data.


