
The 2021-22 Federal Budget extends the departure from fiscal conservatism as the 
Government seeks to continue incentivising private business investment and employment 

to support economic recovery in the ongoing COVID-19 pandemic.

BUDGET 2021–22
ANZ HEALTH CHECK

$1.2BN
Vaccine rollout and responding to outbreaks

$90M
COVID-19-specific support in aged care

$87.5M
GP-led respiratory clinics

$557.1M
Testing including pathology testing

$204.6M
Universal telehealth

CONTINUED SUPPORT FOR 
RESPONDING TO COVID-19

AGED CARE

New funding for aged care of ~$17.7bn 
over the next four years.

The Government’s response here (and 
spending over the next four years) 
is founded on five pillars: (1) home 
care ($7.5bn), (2) residential aged care 
services and sustainability ($7.8bn), (3) 
residential aged care quality and safety 
($942m), (4) workforce ($652.1m), and 
(5) governance ($698.3m).

Three core operational elements 
in the short term:

1. a material increase in the number 
of home care places: 80,000 places 
over two years, 40,000 in FY22 and 
40,000 in FY23, taking total home 
care places available up to 275,600 
by June 2023.

2. an increase in the daily fee of $10 
per resident through a new “Basic 
Daily Fee Supplement.”

3. $3.9bn in funding designed to 
address quality of care issues: 
investment here is into (a) 
increasing care time provided to 
residents to an average of 200 
minutes per day (including 40 
minutes of care provided by a 
registered nurse (RN) time); and 
(b) providing an RN at a facility a 
minimum of 16 hours per day.

(providers will from 1 July 2022 
be required to provide reporting 
on care staffing minutes at the 
facility level).

Other quality-related measures include 
improving access to primary care 
($365.7m); bolstering the capacity of 
the regulator, the Aged Care Quality 
and Safety Commission (ACQSC) 
($262.5m); establishing a star rating 
system ($200.1m).

To tackle workforce-related issues: 
total of $652.1m.

$17.7
BN

MEDICARE AND THE 
PHARMACEUTICAL 
BENEFITS SCHEME (PBS)

Medicare: $125.7bn over the next four 
years, an increase of more than $6bn 
on the forward estimates from last 
year’s budget. 

PBS: $43bn over the next four years 
to maintain access to medicines, 
including additional funding of 
$878.7m to support the availability 
and affordability of high cost drugs.

$168.7
BN

MENTAL HEALTH

Here the Government builds on some 
of its response to the pandemic from 
last year as well as makes further 
responses to recommendations from 
the Productivity Commission and the 
National Suicide Prevention Adviser.

An additional $2.3bn is allocated for 
improving mental health services 
provision and an expanded network 
of mental health services as part of the 
National Mental Health and Suicide 
Prevention Plan (suicide is the leading 
cause of death for those aged 15-44).

This includes funding over the next 
four years across (1) prevention 
and early intervention ($248.6m), 
(2) suicide prevention ($298.1m), (3) 
treatment ($1.4bn), (4) support for the 
vulnerable ($107m), and (5) workforce 
and governance ($202m).

Treatment and services delivered 
via “multidisciplinary mental health 
treatment centres” is where the lion’s 
share goes, across three models: Head 
to Health adult mental health centres; 
headspace youth treatment centres; 
and Head to Health Kids.

$2.3
BN

HOSPITALS

Allocations to hospitals total $135.4bn 
over the next 5 years, which includes 
funding under the 2020–25 National 
Health Reform Agreement and the 
National Partnership on COVID-19.

$135.4
BN



A budget for a “more resilient Australia” is how the Treasurer 
has framed the 2021-22 Federal Budget. 

Ongoing support to that end in the budget’s Health portfolio 
comes from funding the four pillars of the Long Term National 
Health Plan: Medicare and the Pharmaceutical Benefits Scheme 
(PBS); hospitals; preventive health, mental health and sport; 
and medical research. 

Continued support for responding to COVID-19 is another 
prerequisite for resilience in the Treasurer’s second pandemic 
budget. 

Funding for a wide range of COVID-19 response-related measures 
covers that for the vaccine rollout and responding to outbreaks 
($1.2bn), testing including pathology testing ($557.1m), universal 
telehealth ($204.6m), GP-led respiratory clinics ($87.5 m), and 
COVID-19-specific support in aged care ($90m). 

On top of the response to COVID-19, of course, there’s also 
the response to the Royal Commission on Aged Care Quality 
and Safety (“the Royal Commission”). This dominates as the 
extraordinary item of interest this year.

AGED CARE:

Pre-budget teaser announcements flagged new funding for aged 
care of ~$17.7bn over the next four years. Post-budget night, still 
much detail remains forthcoming. 

It is not yet clear if the Government’s response is as “profound, 
generational and transformative” as the Health Minister described 
it on budget night. 

Earlier this year, some observers estimated that the aged care 
system would require additional funding of $7bn-$9bn per year 
if it were to adopt measures by the Royal Commission (that is, 
measures recommended at the lower end of the cost range). 

Regardless, new funding for aged care is likely to be welcome in the 
sector. But as many observers noted pre-budget, the sector’s issues 
won’t—can’t—be solved in the parameters of a single budget.

The Government’s response here (and spending over the next 
four years) is founded on five pillars: (1) home care ($7.5bn), (2) 
residential aged care services and sustainability ($7.8bn), (3) 
residential aged care quality and safety ($942m), (4) workforce 
($652.1m), and (5) governance ($698.3m). Measures are flagged 
for each of these within the context of a five-year plan. 

In the short term at least, some might suggest the plan really 
rests on three core elements when it comes to operations. 

First, a material increase in the number of home care places: 80,000 
places over two years, 40,000 in FY22 and 40,000 in FY23. This will 
reportedly take total home care places available up to 275,600 by 
June 2023. While this represents a material step-up in the number 
of places available, will there be challenges in delivery? And which 
level of care will those places go towards? Will additional supply 
address demand at the right level of care?

Second, another pre-announced element, is an increase in 
the daily fee of $10 per resident through a new “Basic Daily Fee 
Supplement.” Provided there are no material strings attached, 
this will be a welcome funding injection for operators. 

Third, $3.9bn in funding designed to address quality of care issues. 
The investment here is into (a) increasing care time provided to 
residents to an average of 200 minutes per day (including 40 
minutes of care provided by a registered nurse (RN) time); and 
(b) providing an RN at a facility a minimum of 16 hours per day. 

As with the increase in the daily fee supplement, funding for 
additional care time will be welcome provided the offsetting cost 
burdens don’t exceed the funding. Still, some cost impact seems 
implied: e.g., providers will from 1 July 2022 be required to provide 
reporting on care staffing minutes at the facility level.

Other quality-related measures of note include funding for 
improving access to primary care ($365.7m) and bolstering 
the capacity of the regulator, the Aged Care Quality and Safety 
Commission (ACQSC) ($262.5m) as well as the establishment 
of a star rating system ($200.1m).

To tackle workforce-related issues, a longstanding challenge 
for the sector, there is a total of $652.1m. This includes funding 
of $228.2m for creating a workforce of assessors responsible 
for assessing elderly Australian entering and progressing in the 
system. Also included is funding for 33,800 training places for 
personal care workers via JobTrainer, and $135.6m for retention 
bonuses to incentivise RNs to stay in aged care nursing roles. 
Despite welcome support for workforce measures, pandemic-
induced brakes on immigration could exacerbate challenges 
in the carer and nursing workforces. 

On the administrative front, there are other significant 
developments also reflecting some Royal Commission 
recommendations. These include $189.3m for the establishment 
of a new funding model, the Australian National Aged Care 
Classification (AN-ACC) to come into effect from October 2022. 

In addition, the Independent Hospital Pricing Authority ($49.1m) 
gets an expanded role and a new name as it morphs into the 
Hospital and Aged Care Pricing Authority (IHACPA) charged 
with looking at the linkage between cost and care in aged 
care settings. And IHACPA will also have the responsibility of 
determining annual funding increases for residential aged 
care, respite care, and home care. 

There’s much for the sector and others concerned to digest, 
dissect, and question. For example, what will come after the 
Aged Care Approvals Round (ACAR) process is discontinued 
from 1 July 2024? At the budget night ministerial Q&A session, 
Minister Colbeck suggested that the Government would be 
putting some new programs in place of ACAR but also looking 
for “innovation in delivery.” 

How will a transition to new design standards be managed? 
And what is the timeline for investigating new ways of raising 
capital and the review of the use of Refundable Accommodation 
Deposits (RADs)? We’ll be watching for the details.

WHEN IT COMES TO THE HEALTH PORTFOLIO MEASURES 
IN THIS YEAR’S BUDGET, RESPONSES TO AGED CARE AND 

MENTAL HEALTH ARE THE ‘EXTRAORDINARY ITEMS’.
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MENTAL HEALTH:

Mental health funding is another notable big ticket item. 
Here the Government builds on some of its response to the 
pandemic from last year as well as makes further responses to 
recommendations from the Productivity Commission and the 
National Suicide Prevention Adviser. 

An additional $2.3bn is allocated for improving mental health 
services provision and an expanded network of mental health 
services as part of the National Mental Health and Suicide 
Prevention Plan (suicide is the leading cause of death for 
those aged 15-44). 

This includes funding over the next four years across (1) 
prevention and early intervention ($248.6m), (2) suicide 
prevention ($298.1m), (3) treatment ($1.4bn), (4) support for the 
vulnerable ($107m), and (5) workforce and governance ($202m). 

Treatment and services delivered via “multidisciplinary mental 
health treatment centres” is where the lion’s share goes, across 
three models: Head to Health adult mental health centres; 
headspace youth treatment centres; and Head to Health Kids. 
These services are designed to bridge a gap between those too 
unwell to get services via GPs but not unwell enough to require 
inpatient hospital services or intensive community care. 

More investment in face-to-face services, prevention and early 
intervention are the types of steps that observers continue to 
call for. Still, investment in these new services should directly 
benefit the service providers and practitioners involved along 
with their patients. 

OTHER KEY MEASURES 
INCLUDE:

MEDICARE AND PRIMARY CARE:

• Underpinning primary care, business as usual funding for 
Medicare is $125.7bn over the next four years, an increase 
of more than $6bn on the forward estimates from last 
year’s budget. 

• This includes $711.7m on new or revised MBS items flowing 
out of recommendations from the Medicare Review Taskforce 
and the Medical Services Advisory Committee. New MBS items 
covered relate to genetic testing, blood pressure monitoring, 
gynaecological procedures, plastic and reconstructive surgery 
items, heart health assessments, and monitoring diabetes.

• Improving senior Australians’ access to primary care receives 
allocations totalling $365.7m, as alluded to earlier. This includes 
significant increases to the Aged Care Access Incentive paid to 
GPs for face-to-face services in aged care settings, additional 
funding for end-of-life services through the Greater Choice 
for At Home Palliative Care, and an expanded role for PHNs 
to enable more telehealth and out of hours support for aged 
care residents as well as dementia pathways assessments 
and referrals.

• Telehealth items introduced in response to COVID-19 require 
a pre-existing patient-provider relationship. The budget 
relaxes this rule in as much as it opens up access to telehealth 
for patient cohorts requiring consults regarding sexual and 
reproductive health consultations, pregnancy counselling, and 
drug and alcohol counselling, etc. The pre-existing patient-
provider relationship rule was introduced to counter perceived 
concerns with telehealth ‘pop-up’ shops, but has in some cases 
made telehealth off-limits to established providers and patients. 

• Like the other Medicare funding and the extension of telehealth 
items, the partial relaxation of the rule should benefit practice 
owners, practitioners, and patients to the extent it provides for 
the provision of efficacious healthcare.

• Funding for an IT system to support Voluntary Patient Enrolment 
(VPE)—now labelled MyGP—also features here. VPE was an 
initiative in the FY19-20 budget with $448.5m allocated. Before 
COVID-19 reportedly put it on hold, VPE was expected to involve 
higher risk, chronic disease patients aged 70+ years voluntarily 
registering with a nominated regular GP who (along with his 
or her practice) would receive a quarterly payment to provide 
care. There’s reportedly still some support for MyGP—provided 
it doesn’t involve imposing capitation payments. Has a bigger 
experiment become a smaller IT system (while investment 
into My Health Record also continues)? 

RURAL HEALTH:

• Budget investments under the ‘Stronger Rural Health Strategy’ 
banner include $123m in rural health workforce and training, 
and $65.8m to increase the Rural Bulk Billing Incentive with 
higher bulk billing payments based on remoteness for doctors 
working in rural towns and remote areas. 

• The remote doctors concerned will likely welcome the measures 
to the extent they support practice viability, while others will 
keep higher MBS rebates on their wish lists.

HOSPITALS:

•  Allocations to hospitals total $135.4bn over the next 5 years, 
which includes funding under the 2020–25 National Health 
Reform Agreement and the National Partnership on COVID-19. 
The latter ensures that our hybrid system can manage 
COVID-19 patients and hospital capacity across both 
public and private hospitals. 

PHARMACY AND THE PBS:

•  No surprises here but funding of $43bn over the next four 
years to maintain access to medicines, including additional 
funding of $878.7m to support the availability and affordability 
of high cost drugs.
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PRIVATE HEALTH INSURANCE (PHI):

• No surprises here either; the current Medicare Levy Surcharge 
or PHI rebate settings are unchanged for at least the next 
two years.

• Some PHI reform-related measures flagged include work 
on improving and modernising the PHI Prostheses and 
investigating default benefit arrangements. 

• The private health insurance industry body Private Healthcare 
Australia has proposed that material cost reductions 
supporting the maintenance of lower PHI premiums could 
come in the private system from both reforms to prostheses 
pricing (up to $500m p.a.) and changes to default benefit 
arrangements (up to $200m p.a.). Both of these are recurring 
topics in PHI reform debate.

• On budget night, Minister Hunt called out a continuing 
“mismatch between public and private prices.” Working 
together with the device sector, the insurers, and private 
hospitals, the Minister suggested the aim is for a reduction 
of 20% in prostheses pricing over the next three years.

MEDICAL RESEARCH:

•  A total of $6.7bn over four years goes to research and clinical 
trials, including $2.6bn funding for research and trials funded 
by the Medical Research Future Fund (MRFF). 

CHILDCARE:

• Outside of the budget’s Health Portfolio, but of interest as we 
cover child care: pre-announced changes to Child Care Subsidy 
(CCS) arrangements that are scheduled to come into effect 
from 1 July 2022 are significant because they provide incentives 
for both families with more than one child using child care as 
well as families with higher incomes ($189,390-$353,680) using 
child care to make greater use of child care services. 

• These incentives should promote demand from parents 
for additional child care hours, benefiting child care operators 
financially to the extent that they can translate higher 
occupancy rates into higher earnings provided costs 
are contained.

• Investment in childcare through increased subsidies (and 
removal of the CCS annual cap) is seen by many as an effective 
way of increasing learning, workforce participation, families’ 
livelihoods and capacity to work, and ultimately productivity 
in the wider economy. Welcome as these latest changes are, 
observers in industry and elsewhere have noted there is still 
scope to support more families and thereby achieve a greater 
economic impact.

Please visit bluenotes for ANZ’s full coverage  
of Australia’s 2021-22 Federal Budget.
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