
And what of, and where to, 
for mental health?

Economics Society 
of Australia 

Tasmanian Branch
Health Policy Forum

Hobart
16 October 2016

Dr Amanda Neil
Select Foundation Senior Research Fellow

Public Health and Primary Care



Allan Fels AO
National Press Club Address, 5 August 2015

“As an economist, I want to emphasise that mental health 
is a significant problem for our economy – as significant 
as, often more significant than, tax or microeconomic 
reform.” 

http://www.mentalhealthcommission.gov.au/media-centre/news/national-press-club-address.aspx
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Mental health, some basics

Mental health and illness 
result from the complex 
interplay of biological, 
social, psychological, 
environmental and 
economic factors at all 
levels.
Australian Health Ministers, 2009. 'Fourth National Mental Health Plan – an 
agenda for collaborative government action in mental health 2009-2014

<http://www.health.gov.au/internet/publications/publishing.nsf/Content/ment
al-pubs-f-plan09-toc>

National Survey of Mental 
Health and Wellbeing 2007

1 in 5 adult Australians 
have a mental illness in any 
given year

1 in 7 Australian children 
have a mental condition in 
any given year

Almost 1 in 2 affected 
through their lifetime

Less than ½ access TX
(ABS 2008)



No Health without 
Mental Health
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Mental disorders increase risk for: 
– communicable and non-communicable 

diseases, 
– contribute to unintentional and intentional 

injury.

Many (physical) health conditions increase the 
risk for: 
– mental disorder, particularly depression.

Prince et al (2007) Lancet 



Profound physical health inequalities
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− Mortality rate for people with mental illness 
2.5x higher than the general population
− Heart disease (16% of excess deaths) 
− Suicide (8% of excess deaths)  (Lawrenece 2001)

− Shortened life expectancy: 
− 15.9 years - males, 12.0 years - females 

(Lawrenece, Hancock, Kisely 2013)

− ¾ due to physical health conditions
− 13-30 years in serious mental illness 

(SMI) (De Hert et al 2011)

− 60% due to physical health conditions
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Evidence of early antecedents of adult 
mental disorders in childhood is now 
conclusive: mood disorders such as 
depressive episodes and bipolar affective 
disorder (formerly called manic depression), 
and psychotic disorders such as 
schizophrenia

WHO. 2005 Mental Health Policy and Service Guidance Package : Child and Adolescent 
Mental Health Policies and Plans. WHO: Geneva
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Child Mental Health in the context of Tasmania –
Conception to Community (C2C)
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• Outcomes for babies born to teenage mothers are poorer than for 
older mothers, including an increased likelihood for: 

• behavioural problems 
• to live in social and economic disadvantage 

(Bricker et al 2004). 

• Teenage pregnancy second highest rate in Australia 32.7/1000 in 
2009 (Stanley 2005); 

• highest rates occur in disadvantaged areas 

• Socio-economic factors the major determinant of health and 
mental health outcomes in this country 
(National Scientific Council on the Developing Child 2008). 

• Tasmanian children in general experience the highest levels of 
socio-economic disadvantage of children in any state in Australia 
(Standley 2005, Sroufe 2005), 



What of the mental 
health of Tasmanians?

– Numbers aren’t clear cut

– NSMHWB wasn’t 
designed to enable 
assessment for small 
states

– We can look at:
– risk factors; 
– service utilisation; 
– expenditure.
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Medicare-subsidised mental health-related 
services 
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Australian Institute of Health and Welfare. Mental health services in Australia. 
Expenditure on mental health services 2012-13. 
https://mhsa.aihw.gov.au/resources/expenditure/



Mental health-related prescriptions
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Australian Institute of Health and Welfare. Mental health services in Australia. 
Expenditure on mental health services 2012-13. 
https://mhsa.aihw.gov.au/resources/expenditure/



MBS & PBS a small 
part of the picture

– Total expenditure on mental health-
related services in 2012-13 
>$7.6 billion

– benefits for MBS mental health-
related services $906 million 
(11.9%) (4.9% of all subsidies)

– scripts subsidised under 
PBS/RPBS $788 million (10.4%) –
(8.3% of all subsidies)

– $4.6 billion (60.5%) state & territory 
public specialised mental health 
services (PSMHS)
– $2 billion public hospital MHS
– $1.8 billion community MHS
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Department of Health and Ageing (2010) National Mental Health Report 2010: 
Summary of 15 Years of reform in Australia’s Mental Health Services under the 
National Mental Health Strategy 1993-2008.  Commonwealth of Australia, Canberra.

Australian Institute of Health and Welfare. Mental health 
services in Australia. Expenditure on mental health services 
2012-13. https://mhsa.aihw.gov.au/resources/expenditure/
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Department of Health and Ageing (2010) National Mental Health Report 2010: Summary of 15 Years of reform in Australia’s 
Mental Health Services under the National Mental Health Strategy 1993-2008.  Commonwealth of Australia, Canberra.

Mainstreaming of acute 
care and expansion of 
community care for SMI

Whole-of-government
Whole-of-community 
‘wrap-around care’
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Australian Institute of Health and Welfare. Mental health services in Australia. 
Expenditure on mental health services 2012-13. 
https://mhsa.aihw.gov.au/resources/expenditure/

Mainstreaming

Growth in 
expenditure on 
hospitals < Grants 
to NGOs and 
Residential MHS
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Source: AIHW. Expenditure on mental health services 
https://mhsa.aihw.gov.au/resources/expenditure/



Tasmania’s Health 
System: healthy or 
headache?
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Reinvesting to save through regional integrators
NMHC - Review of Mental Health Programmes and Services
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Model of proposed shift in resources
NMHC - Review of Mental Health Programmes and Services
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Neil et al (2014) 

“It is evident, given the primary of productivity losses 
within the costs of psychosis that improvements in 
employment will be necessary to achieve significant cost 
reductions in the future.”
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Costs of Psychosis

Psychotic illness 
comprises a 
heterogeneous group of 
disorders in which an 
individual’s understanding 
and experience of reality 
is distorted, reflected in 
disturbances in the 
formation and content of 
their thoughts. 
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Objectives
Using patient level data from 2010 Australian national 

survey of psychosis:

– Estimate the annual costs of psychosis in Australia in 
2010 to government and society

– Assess whether average costs per person differ by 
principal service provider/recency of care

• public specialised mental health services (PSMHS*) in 
the census month (current clients); 

• PSMHS in the 11 months preceding census (recent 
clients); and

• NGOs during the census month (current clients) 

*Public specialised mental health services include public inpatient and ambulatory /community mental health 
services NGO: Non-government organisations funded to support people with mental illness; 



Census and interview statistics
Census month: March 2010
Interview period: April - December 2010
– Catchment site population

– Area (7 sites in 5 states) 62,000 km2 

– Australian population aged 18-64 years 1.5 million
(~ 10% of Australian population aged 18-64)

– Screening

– Screen positive for psychosis 
and met eligibility criteria 7,955 

– aged 18-64 years
– resident in catchment area
– in contact with designated services within catchment

– Interviews
– Interviews – screen positive 1,825
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Interview schedule and assessments

Sociodemographics, 
roles

Demographics
Education
Housing, homelessness
Employment
Finances
Parenting
Care of others
Stigma
Victimisation and 
offending
Functioning, disability 
and quality of life 

Activities of daily living
Socialising
Satisfaction with life
Quality of life (AQoL-4D)
Global ratings: 
occupational and 
social functioning

Service utilisation
and need

 Inpatient
 Emergency
 Outpatient/communit

y mental health
 Rehabilitation 

programs
 Non-government 

organisations
 General practice
 Other sources of 

support
 Medication use and 

side effects
 Mental health care 

and unmet need
 GP questionnaires 

1) target patient 
2) general practice

Physical health

Physical health / 
medical history

Metabolic measures
Nutrition
Physical activity

Physical measures
height
weight
body mass index
waist 

circumference
blood pressure

Fasting blood test
high density 

lipoproteins
 triglycerides
plasma glucose

Psychopathology

Onset, course, 
duration, symptoms
[Diagnostic Interview 
for Psychosis –
Diagnostic Module]

Negative symptoms, 
worry, panic, anxiety 
and obsession

Suicidality
Substance use
alcohol
drugs
 tobacco
General cognitive 

ability

NART
Digit Symbol Coding 

Task



Methods

Bottom-up, prevalence-based COI analysis
Annual total disorder-specific cost per participant 

12 month resource use x standard unit cost

Average annual weighted cost per participant
breakdowns by principal service provider,

Total costs of psychosis to Australia
Average annual cost extrapolated to estimated Australian 
population treated with psychosis (63,533)
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Total costs

The value of the resources used to treat or 
support an individual or population with a 
specified illness (psychosis), or otherwise 
incurred in consequence of that illness, and the 
production they and their informal carers are 
unable to produce because of morbidity and/or 
early mortality arising from the illness – time loss 
costs.
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Resources captured within analysis
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Neil et al 2014a



Annual Total Costs of Psychosis in Australia, 
2010, by Sector, Government and Societal 
Perspectives

 Government Societal 

 

Average per 
Person 
(AUD$) 
(95% CI) 

Total 
Australian  
(AUD$’000) 

Average per 
Person 
(AUD$) 
(95% CI) 

Total 
Australian  
(AUD$’000) 

Health Sector 
 

21,122 
(19,919-22,324) 

1,341,915 21,714 
(20,489-22,938) 

1,379,532 

Other Sectors 
 

10,813 
(9773-11,854) 

687,002 14,642 
(13,179-16,106) 

930,271 

Time Loss Costs 
 

23,468 
(22,869-24,067) 

1,491,016 40,941 
(39,602-42,280) 

2,601,106 

TOTAL 
 

55,403 
(53,518-57,287) 

3,519,932 77,297 
(74,712-79,882) 

4,910,909 

 

3.9 x general 
population 
($5479)

1.2% of total health 
expenditure 2009-10

Government 
subsidises 97%

DSP <1/2 AWE
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Average Annual Costs of Psychosis in Australia, 
2010, by Principal Service Provider and Sector, 
Societal Perspective

 

NGOs only in 
census month 

(N=1061) 
AUD$ 

(95% CI) 

PSMHS in 
census month 

(N=5074) 
AUD$ 

(95% CI) 

PSMHS in prior 
11 months 
(N=1820) 

AUD$ 
(95% CI) 

Total  
 

(N=7955) 
AUD$ 

(95% CI) 

Health Sector 
F(2, 1822)=42.278, p<0.001 

11,365 
(8,378-13,992) 

25,533 
(23,934-27,132) 

16,855 
(14,582-19,127) 

21,714 
(20,489-22,938) 

Other Sectors 
F(2, 1822)=20.641, p<0.001 

27,574 
(22,469-32,679) 

13,799 
(11,990-15,608) 

9,454 
(7,169-11,739) 

14,642 
(13,179-16,106) 

Time Loss Costs 
F(2, 1822)=10.889, p<0.001 

43,536 
(39,525-47,546) 

42,573 
(40,946-44,199) 

34,880 
(31,959-37,801) 

40,941 
(39,602-42,280) 

TOTAL 
F(2, 1822)=24.418, p<0.001 

82,499 
(74,848-90,149) 

81,974 
(78,773-85,174) 

61,226 
(56,187-66,265) 

77,297 
(74,712-79882) 

NGO: Non-government organisations funded to support people with mental illness;  
PSMHS: Public specialised mental health services 

Costs are dependent upon primary service 
provider and recency of contact
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Has policy impacted at the 
individual level?

Two national surveys of 
psychosis ~10 years 
apart, both of which have 
been costed.

Methodological 
consistency: second 
survey analysis based on 
that of the first. 

The benefits and power of 
individual level bottom-up 
costing.
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Average annual costs of persons with psychosis treated in 
public specialised mental health services, Australia, 2000 
and 2010, constant 2010 prices (AUD$/person)$
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2000 2010

Health Sector 29,153 26,034

Other Sector 7,376 13,636*

Productivity Losses 38,664 39,867

TOTAL 75,193 79,537
Notes: 
$: Costs calculated in respect of persons recruited through specialised mental health services in the census month; first and 
second Australian national surveys of psychosis, costed using first Australian national psychosis survey resource use assumptions 
as the default.
*: Cost significantly different between surveys at P<0.05.

5.8% real ↑



Average annual line-item costs of persons with psychosis treated 
in public specialised mental health services, Australia, 2000 and 
2010, constant 2010 prices (AUD$/person) $
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52% ↓ MH 
inpatient 
costs

GP costs, 
no sig. diff.

ED ↑ 
11.7-fold

2.9-fold ↑
med costs
3.2- fold ↑ 
atypicals
2.1-fold ↓ 
typicals

Ambulatory 
↑ 2.9-fold
> MH 
inpatient 

Supported 
↑ 38.5%

Crisis ↓ 
85%

4.2-fold ↑ 
for carers
2.4-fold ↑
# carers
Caring for 
longer

Productivity 
losses 
extensive & 
constant

4.9-fold ↑ visits
2.8-fold ↑ # 
seeking care

Weeks not 
worked: 
43.7 Survey 1
42.4 Survey 2
DSP
68.3% Survey 1
73.7% Survey 2



In conclusion

Little change in total costs 
BUT
significant redistribution of 
costs within and away 
from the health sector.

In-line with government 
initiatives from the Second 
and Third National MH 
Plans.

Other sector costs critical 
in COIs for MI.

– Productivity losses, greatest 
component and largely unchanged.

– 2.9-fold increase in ambulatory 
care costs

– A more than halving of MH 
inpatient costs of AUD$11,790

– Upward trend in supported 
accommodation.

– 85% decrease in crisis 
accommodation costs.

– 4.2-fold increase in productivity 
losses for carers
– 2.4-fold ↑ # carers
– Caring for longer

– Tripling in ED costs (not referred)
– 4.9-fold ↑ visits
– 2.8-fold ↑ # seeking care
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Has the redistribution been worthwhile?

– There is some improvement in the overall course of 
disorder

– A higher proportion of people satisfied with their own 
independence

– Smaller reporting unmet needs (Morgan et al 2012)

– However, the proportion with obvious or severe 
dysfunction in quality of self-care is unchanged at 32%

– Employment consistently low 21.5% employed in 
previous 7 days vs. 72.4% for Australia

PUBLIC HEALTH AND PRIMARY CARE 32



Points to Ponder

– Given the typically chronic 
or recurring nature of 
psychosis, costs are 
unremitting. How to break 
the cycle?

– To achieve significant cost 
reductions there will need 
to be an increase in 
employment of people 
with a psychotic illness 
AND their carers.

– As productivity losses 
remained unchanged in 
spite of funding 
redistribution, and 
apparent distress within 
the health system, can 
further reductions in 
expenditure on acute care 
be justified at this point in 
time as the funding 
source? 

PUBLIC HEALTH AND PRIMARY CARE 33



PUBLIC HEALTH AND PRIMARY CARE 34

Reinvest to Save  

Invest to Save

EVALUATE!!
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The mental health services in this State are at a point of 
crisis.  Goodwill alone cannot make up for restrictions 
imposed by limited funding of services. The threat of 
further restrictions which may lead to a reduction of 
services weighs heavily on the staff of the Commission.

The year 1980-81 has seen many major changes in the 
Commission and its services. Some changes are 
potentially beneficial but unfortunately many reveal the 
long term of benign neglect endured by the mentally ill 
and their servants.

Mental Health Services Commission: The Mental Health Services Commission. Report for Year 1980-81. Presented to both 
Houses of Parliament pursuant to section 9 of the Mental Health Services Act 1967. Hobart, Parliament of Tasmania; 19

If mental health is a priority, 
funding will be allocated.



Where to, for mental health?
Back to the future.
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“In order to provide primary preventive services the 
Commission has considered the ways in which community 
mental health can be encouraged and psychiatric ill-health 
can be avoided. It is now understood that mental breakdown 
is most likely to occur in times of rapid social change and this 
is especially relevant to Tasmania. The most adequate means 
of counteracting breakdown is to provide professional 
emergency facilities such as emergency telephone services 
and clinics, with voluntary assistance and domiciliary visiting 
consultations. This will aid the family doctors and social 
agencies in giving the earliest possible assistance.”
Mental Health Services Commission: The Mental Health Services Commission. Report for Year 1968-69. 
Presented to both Houses of Parliament pursuant to section 9 of the Mental Health Services Act 1967. Hobart, 
Parliament of Tasmania; 1970.
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