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EXECUTIVE SUMMARY

Private pathology is the backbone of Australia’s healthcare system, delivering fast,
accurate, and affordable testing that supports early diaghosis and better health
outcomes for all Australians. However, rising costs and stagnant Medicare rebates are
threatening the sector’s sustainability — putting at risk the accessibility, equity, and
efficiency that pathology provides across the entire health system.

Pathology is a medical specialty that is critical to the health care
system. It provides accurate diagnosis and timely treatment
across virtually all aspects of healthcare and is mostly free for all
Australians.

Australia’s private pathology sector provides exceptional value to
government and the community. It delivers the majority of testing
services, maintains the highest bulk-billing rates in healthcare,
and continues to innovate and drive efficiency despite rising costs
and frozen rebates. These efficiencies reduce downstream health
costs by enabling early detection, prevention, and targeted care —
keeping patients healthier and reducing pressure on hospitals and
other services.

However, private pathology providers face rapidly rising costs that
are outpacing the efficiency gains they have invested in. In the ten
years to 2023-24, the average annual growth of private pathology
operating expenses has been 6.40%, compared to health care
inflation (5.60%), CPI (2.74%) and AWE (3.19%). Growth in costs
have largely been driven by increasing labour and property (rent)
costs.

At the same time, revenue has remained stagnant. Medicare payments for
pathology services has grown on average by 4.70% between 2013-14 and
2023-24, one of the lowest compared to other medical specialties.

Pathology can only continue to be the backbone of the health system if the
sectoris financially viable. No system can sustain growing costs against fixed or
declining revenue. Without reform, providers will continue to face increasing
pressure to reduce bulk billing, pass on higher out-of-pocket costs to patients,
and withdraw from unviable services and regional markets.

Options for government to address the widening funding gap

1. Restoration of indexation. Full indexation of all pathology items is
recommended. Indexation should be applied across all items or could be
phased in over 3 years, prioritising service P Groups experiencing the largest
funding gap, and where significant patient needs exist.

2. Review coning. Coningis a blunt instrument with limited evidence of having
changed GP referring behaviour. A review of coning could consider more
targeted and effective means to improve referring practices, without placing
undue financial strain on critical pathology services.
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INTRODUCTION

Pathology underpins the health system, and its critical role is only expanding

Pathology is a medical specialty that examines blood, tissues, organs, and other specimens to identify abnormalities and provide definitive
diagnoses. Within pathology, there are multiple subspecialties including haematology, microbiology, immunology, tissue pathology, chemical,
cytology, genetics and infertility and pregnancy testing.

Pathology services are essential in underpinning accurate diagnosis and timely treatment across virtually all aspects of healthcare - guiding
clinicians in determining the most appropriate interventions, monitoring disease progression, and evaluating treatment effectiveness.

This highly technical field is critical to diagnosis and treatments, making it central to timely care, improved patient outcomes, and managing
current and future care. The health system relies on the high quality, timely pathology delivered by the Australian pathology market.

Between 2004-05 and 2024-25, the average annual number of Medicare pathology items claimed per person increased 75%', from 2.6 items per

person to 4.6 items per person.
Figure 1: Medicare pathology claims per 100,000 people, FYO6 to FY25
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DELIVERING VALUE

Pathology delivers significant value - to patients, the health sector and national

economy

Pathology plays a vital role not only in enhancing individual health
outcomes but also in advancing medical research and improving
population-level health. It underpins every phase of healthcare,
providing the evidence base for prevention, diagnosis, treatment, and
long-term monitoring. By combining laboratory science with clinical
application, pathology ensures that patients receive precise care,
while health systems benefit from improved efficiency and better
outcomes.

Pathology contributes to every phase of healthcare:
* Predict susceptibility to disease — identify genetic predispositions
and markers of future risk.

* Preventdisease by identifying risk factors — enable targeted lifestyle
interventions, population screening, or medical management
before disease develops.

* Diagnose diseases and classify disease type and prognosis —
ensure accurate diagnosis and inform likely outcomes.

* (Guide treatment - select the right therapy for the right patient,
including targeted and precision medicine approaches.

* Monitor health and disease progression —track response to
treatment, manage chronic conditions, and detect relapse or
complications early.

Close to one in every two General Practitioner visits and one in every
three issues, or problems, presented to a GP involve a pathology test
or panel of tests (The CIE, 2019). It is also estimated that 32% of the
increase in pathology requests by medical practitioners is due to
preventative health treatments (The CIE, 2019), potentially reducing
future health care demand and therefore government health care
expenditure.

Case study: Economic value of pathology on health outcomes and
healthcare expenditure

The CIE estimated the economic value of pathology in 2019 using several
case studies. These are summarised below.

O

o

o

Minimising complications with diabetes

In 2020-21, there were over 1.3 million Australians living with
diagnosed diabetes, costing the health care system $3.4
billion each year. However, simple pathology tests e.g. to
monitor HbA1c can reduce the cumulative incidence over
five years of complications and therefore average treatment
costs. Diabetes prevention programs in Australia can deliver
$2,600 to $5,300 per person for every year they are able to
avoid complications or better manage the condition.

Improving management of patients with suspected heart
attack

Pathology tests monitoring troponin levels for patients
presenting to the Emergency Department with a suspected
heart attack has been shown to enable around 40% of cases
to be discharged early, helping to reduce ED costs by up to
$188.8 million annually.

Making a difference to colorectal cancer care
Personalised and precision medicine via advanced
pathology can now test the genetic characteristics of
colorectal cancer to determine whether treatments will
work. This has led to improvements in the 5-year survival
rate for metastatic colorectal cancer up to 69%.

Source: The CIE (2019), Economic value of pathology, <https://publicpathology.org.au/wp-
content/uploads/2019/07/Economic-value-of-pathology_June-2019-APPROVED.pdf>
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DELIVERING VALUE

Private pathology delivers most services in Australia - it’s fast, accessible and high

quality

In Australia, the three largest private pathology providers (Healius
Limited, Sonic Healthcare and Australian Clinical Labs) account for
over 95% of payments made to all private pathology services (The CIE,
2019). Inrecentyears, the fourth largest provider, 4Cyte Pathology Pty
Ltd, has grown significantly post-COVID and in 2025 is operating over
1,000 collection centres nationally.

As at September 2025, there were 6,686 Approved Collection Centres
for pathology services in Australia. Of those, around 97% were
privately owned with the remainder being owned and operated by SA
Pathology, NSW Health Pathology and Pathology Queensland
(Medicare Australia data).

Approximately one third of ACCs are in regional, rural and remote
locations (Department of Health, Disability and Ageing). 93% of those
who are 65 years and over accessed a pathology service in 2022-23
compared to 27% of those 15 years and under. Combined with the
high bulk-billing rates, this demonstrates a commitment to promoting
equity of access to pathology services across Australia.

There have been some reviews of public pathology services in

Australia which have found:

* Tasmania: A review of pathology services in Tasmania in 2012
found that the cost per episode at the two public pathology
services were approximately 2-3 times more than the private
pathology service (provided by Sonic at the time). There may be
various drivers that explain the difference.

* SAPathology: A review of SA Pathology (Ernst & Young, 2014) found
that the cost of providing public pathology services was 126% of
the MBS fee (compared to an accepted industry benchmark of less
than 85% for outpatient services). Private providers bulk-bill over
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90% of services, indicating they can provide services at the
acceptable benchmark. In addition, the report found that SA
Pathology had a higher benchmark pathology cost per acute bed
day for most sites compared to national benchmarks. The report
also found that blood sciences at one site was also less productive
than the UK mean by a factor of 2.9, and microbiology at the same
site was less productive than the UK mean by a factor of 2.4.

Case study: Role of private pathology during the COVID-19 pandemic

A Deloitte review of the impact of the pathology sector response to the
COVID-19 pandemic found that the existence of a strong private
pathology sector to rapidly scale testing capability and the collaboration
between public and private healthcare providers was a significant
contributor to the country’s pandemic containment strategy.

s & @

/73 million 70% 0.14%

PCR tests were Or over 51 million of Australia’s COVID-
provided by the those PCRtestswere 19 fatality rate, one
Australian pathology  performed by private  of the lowest in the
sector from April pathology providers world
2020 to June 2022

Source: Deloitte (2023)




DELIVERING VALUE

Pathology has sustained amongst the highest bulk billing rates, despite the 25 year freeze

on indexation

Pathology has traditionally had one of the highest bulk-billing
rate of any medical service, at 91.3% in FY24, compared to
around 76% on average for other services.

Figure 2: MBS bulk-billing rate by medical service
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Freeze on MBS rebates for Pathology

MBS rebates for pathology services were frozen in 1998, well
before indexation was paused for many other services in the
2013-14 Budget. Since then, most services — except for
nuclear medicine — have had indexation progressively
reinstated. From July this year, some pathology services began
receiving indexation again; however, many major pathology
groups remain excluded. This persistent gap places pathology
at a disadvantage compared with almost all other MBS
services.

Freeze on all MBS rebates until July 2014

Extension of the MBS rebate freeze for
many MBS items

GP bulk billing incentive indexed

GP standard attendances and Specialist
consultations indexed

Other GP services, Specialist procedures,
Optometry and Allied health services indexed

Most Diagnostic imaging services indexed

Most general medical items and diagnostic imaging services are
indexed at 3.5%

Reintroduction of indexation for some pathology services.
The largest major pathology groups remain excluded




RISING COSTS

Pathology is not just a test - it is a medical specialty and a logistics and transport system

The pathology process

Pathology is a highly technical health specialisation, operating national
logistics and transport systems, while driving research and development.
The pathology process encompasses numerous stages, from specimen

collection and transportation to laboratory testing and reporting. Each . O .: -n
O oo

stage requires staff with varied qualifications and unique equipment.

While certain steps, like specimen handling, are inherently labour- Referral/ Specimen Transport/
intensive and cannot be automated, the sector has realised notable Testrequest collection (e

efficiency gains by automating tasks where feasible—such as routine

testing, data analysis, and back-office functions like invoicing and
reporting. This has allowed for quicker and more accurate diagnoses and @
more personalised treatment pathways.
In principle, the pathology sector is committed to clinically safe Laboratory
innovation and productivity improvements, including the adoption of Al, — Analysis
with these efforts already enhancing efficiency. %@
Despite these advances, the potential for automation is limited, as much
of the work, particularly complex analyses and specialised testing, ‘
remains highly skilled and labour-intensive, underscoring the continued H=
importance of human expertise. It is estimated that the cost share of ¥ :: &
—_—

labour for pathology is around 48% (Australian Pathology). The Pathology
sector employed almost 25,000 employees in 2024 (IBISWorld, 2025).

Result

.. . . interpretation
In addition, numerous regulatory and operational steps are required

before pathologists can begin operating and receive Medicare benefits. @
a

These include registering as an Approved Pathology Provider, achieving

laboratory accreditation with NATA, maintaining ongoing professional mg ' =
accreditation, setting up and licensing collection centres, and ensuring y——N
all administrative, quality assurance, and IT systems are in place and Reporting m g

compliant with statutory requirements. Clinical

decision
making &
follow-up

Archiving/

Data
management
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RISING COSTS

Pathology costs have increased faster than health inflation, CPI, and Average Weekly

Earnings for health and social care assistance

The sustained rise in the cost base of private pathology providers - outpacing CPIl, AWE for health and social care, signals mounting and

unsustainable financial pressure on the sector.

Between FY14 and FY24, the average annual growth of private pathology operating expenses has been 6.40%, compared to health care inflation

(5.60%), CPI (3.05%) and AWE (3.55%) for this sector (Figure 3).

Figure 3: Average annual growth in private pathology costs, inflation and average weekly earnings in Australia (CAGR, FY14 to FY24)
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RISING COSTS

Rising labour costs make up close to half of pathology base cost. Combined with
increases in property and operating costs, pathology is facing a widening funding gap

Some of the key drivers of cost growth include:

* Labour costs: consisting of pathologists, laboratory staff,
collectors and other staff — make up almost half (48%) of total
private pathology costs. Wages have increased well above
Consumer Price Index (CPI) for over a decade. This has been
driven by specialist workforce shortages (particularly since
COVID-19) and pathology sector award increases. In addition,
reclassification of roles and levels as part of changes to the
HPSS Award will mean minimum wage increases of 1.8 to
10.9% for some pathology collectors and 23% - 30% for some
laboratory scientists.

* Property and lease costs: Collection centre rents are a major
fixed cost for pathology providers (18% of the cost base), and
rents have been rising faster than CPI. Many collection centres
are located in retail and medical precincts with strong rent
growth, especially in metropolitan areas. As well, private
pathology providers operate collection centres and
laboratories in remote and regional areas where costs are
even higher.

* Othercosts: Other operational costs including ICT costs and
regulator and compliance costs make up a further 18% of the
cost base. The sector has invested significant capital and
operating costs to implement digital platforms, automation
and robotics, which leads to increased compliance costs. This
has also driven growth in the number of tests per episode and
growth in higher cost tests such as molecular and genomic
tests. Transport and fleet costs are also a critical part of the
pathology process to transport samples.

Figure 4: Breakdown of
pathology cost base
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Source: Data provided by Australian Pathology
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PRODUCTIVITY GAINS

Private pathology invests in technology and system innovation

Advances in technology have significantly increased the value of pathology by

enabling faster, more accurate, and more comprehensive diagnostic

capabilities. Modern laboratory techniques, including high-throughput genetic

testing, digital pathology, and automated analysis, allow for earlier detection of
diseases, more precise treatment planning, and improved monitoring of public
health trends. These advances not only address some of the pathology sector’s

cost drivers but also improve clinical care and patient health outcomes.

Digital pathology (including
virtual pathology,
telepathology)

E.g. Philips cloud-based
pathology collaboration
platform, Leica Biosystems
high-throughput scanner

optimised for cytology samples

Pathology Supersites: large,
purpose-built, standalone
facilities. E.g. Sonic, Healius,
and ACL all have centralised
supersite models across
various states

Al software (including

pathomics, personalised and

precision medicine)

E.g. Paige Al for prostate cancer

detection
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Faster and remote diagnostic workflows
Better data sharing and patient safety and
quality

Increases test volumes per capital and
labour due to quicker turnaround time
Fewer confirmatory tests required for
patients with metastatic disease
Long-term savings in offsite pathology
costs

Centralisation of staff, resources and
infrastructure

On-site diagnostic labs and other services
reduces transportation costs

One-stop shop for patients

Earlier and more accurate detection and
diagnosis reduces adverse health
outcomes for patients

Enables preventative and precision
medicine

Case study: non-invasive prenatal testing — a safer way of testing for foetal
abnormalities

Challenge

Prior to 2010, fetal aneuploidies such as Down syndrome were detected
using amniocentesis. This is an invasive procedure which has risks including
miscarriage, infection, rhesus sensitisation, and needle injury.

Solution

Following the discovery of fetal DNA in maternal plasma, non-invasive
prenatal testing (NIPT) first became available in Hong Kong and the US during
2011 and has gone on to be adopted worldwide as a clinical “gold standard”.
NIPT fulfils the clinical need previously met by amniocentesis, while avoiding
the risks inherent in drawing amniotic fluid. In Australia NIPT was first
commercially offered in 2012, but early service offerings involved Australian
patient samples being tested in offshore laboratories.

Australia’s pathology providers invested heavily in the necessary facilities and
workforce during the early 2010s to be able to conduct testing in Australian
laboratories, which commenced in 2015.

Value

* Speed & Cost Efficiency: Testing in Australia reduces costs and problems
associated with sample degradation, contamination, or loss during
transport, and also improves test turnaround times.

* Improved service quality: As well being inherently less risky, NIPT is also a
more accurate test than amniocentesis. In addition, local testing is
subject to stringent quality standards via NATA’s accreditation processes.

* Scalability & Accessibility: The investment made by the Australian
pathology sector to perform Australian-based testing provides the
opportunity for NIPT to be Medicare supported, which would help ensure
universal access. Unfortunately, cost is currently the greatest barrier to
NIPT in Australia as there is currently no Medicare item.

Source: Provided by Australian Pathology




PRODUCTIVITY GAINS

Investment by the pathology sector over two decades has delivered more at less cost

As a result of these investments, private pathology providers have been able to gain some efficiencies through consolidation, rationalisation of
services, economies of scale, technological advancement, specialisation and operational innovations. According to a report by CBR Advisory, the
industry has delivered an average annual growth in productivity of 2.0% between FY14 and FY24, compared to 0.8% in the Australian economy.

The CBR Advisory report measures productivity of pathology by estimating the costs that are implied without any productivity gains. This is done by
holding the amount of capital, labour and other costs constant per unit of output as at 1999-00. The cost of each of these components is then
indexed over time using a wage and price index. As such, it calculates the cost had these components grown in line with other industries. The
relative change in this cost and actual cost is calculated each year and the annual change in this rate is the productivity of the industry.

Figure 5: Average annual change in productivity in the pathology industry and the Australian economy, FY04 to FY24
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WIDENING FUNDING GAP

However, these efficiency gains have been more than offset and eroded by the
increasing cost base

Overall, despite the efficiency gains, net costs for private pathology providers increased by 65.5% between FY14 and FY24. Figure 6 shows that
while productivity gains reduced the cost base by 20% over ten years, this was outweighed by increases in labour costs (38.0%), property costs
(20.9%), consumables (14.2%) and other operational costs including ICT and compliance costs (12.3%).

Figure 6: Net change in cost base between FY14 and FY24

Total cost growth = 65.5% 12.3%

-20.0%

FY14 Productivity Labour cost Property cost Consumables Otherincl. ICT FY24

Source: Data provided by Australian Pathology

EQUITY ECONOMICS - FROM BACKBONE TO BREAKING POINT: THE PATHOLOGY FUNDING GAP



WIDENING FUNDING GAP

The freeze on MBS listed pathology services widened the funding gap — with costs now
exceeding MBS revenue by $6 per episode on average

Medicare rebates for many pathology services in Australia have Based on a simple extrapolation of total MBS revenue and number of
remained stagnant. Medicare rebates for most pathology services in patient episodes, it suggests that MBS revenue per service has been
Australia are at or below their 1999 levels, meaning these have not kept decreasing over the past decade. In 2023-24, MBS revenue per service
pace with inflation and the rising costs of providing pathology services, was lower than the cost of delivering that service.

including labour and other costs (Figure 7)

Between FY14 and FY24, Medicare rebates per pathology service item AERE AL,

grew by 18.4%, compared to 25.5% for all other Medicare service Cost per service 64 93
items. The increase for diagnostic imaging was 29.3%, while bulk
billing rates also declined. MBS revenue per service 75 88

Some limited indexation was re-introduced from 1 July 2025 for certain Difference 11 -6

pathology services and will have their fees indexed annually.

Figure 7: Total growth - Inflation and Medicare Benefits per Service FY99 to FY24
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Source: Data and analysis provided by Australian Pathology
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WIDENING FUNDING GAP

Coning rules in pathology also mean revenue for pathology services do not cover cost.
An increasing number of services are being delivered for ‘free’— a short-term saving to
government, but compromising the financial health of a backbone of the health system

In pathology, coning refers to a maximum or cap on the number of It is widely acknowledged that the coning rules are a blunt instrument.
items for which Medicare benefits are payable in a patient episode. There is limited evidence of coning having achieved its original intent of
When more than three items are requested by a GP in an outpatient changing GP referral behaviour, given total services and services per
episode only the three items with the highest Schedule fees will be patient has continued to increase since the coning rules were

payable. This means that items may be ‘coned out’ under this rule. introduced.

The impact of coning is significant for pathology providers. According While the sector appreciates the need to achieve efficiencies and

to analysis undertaken by CBR Advisory, the value of ‘coned out’ contain health costs, coning could be improved and better targeted to
services (i.e. services that are delivered but do not receive a rebate) achieve its intended goals. A review is needed to consider alternative
increased on average 8.6% per annum between FY14 and FY24, approaches.

exacerbating the gap between revenues and rising costs for pathology.

Figure 8: Total growth - Inflation and Medicare Benefits per Service FY14to FY24
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WIDENING FUNDING GAP

Private pathology providers are increasingly relying on services being funded out-of-
pocket to fill the cost gap and maintain operations

Given MBS revenue per service is lower than the cost per service,
private pathology providers are relying on services being funded out-of-
pocket by patients and health insurers. As the table below shows, total
revenue per service when including MBS rebates and out-of-pocket
costs has been used to close the cost gap.

Average out-of-pocket costs per patient have increased between 2012-
13 and 2022-23 for some services including genetics, infertility and
pregnancy tests and immunology (see Figure 9). This does not include
services that are not subsidised by Medicare (and therefore attract an
out-of-pocket cost) such as types of genetic and infertility services.

2013-14 2023-24

Cost per service 64 93
MBS revenue per service 75 88
Difference 11 -6
Total revenue per service 79 102
Difference 15 9
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Put simply, there is a $15 per service burden that is currently falling on
patients and health insurers. Out of-pocket costs affect lower
socioeconomic households disproportionately, and there is evidence to
show that some people may opt out of testing given the financial burden.
This may delay diagnoses and treatment, increasing health care
expenditure further down the track.

Figure 9: Average out-of-pocket cost per patient by pathology
services group, 2012-13to0 2022-23
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WIDENING FUNDING GAP

Case study: Impact of out-of-pocket costs for Prostate Specific Antigen (PSA) testing

Background
The Medicare Benefits schedule specifies two items for PSA testing:

* 66655- Group P2 — Chemical, prostate specific antigen (PSA) —
quantitation

* 66656 - Group P2 — Chemical, prostate specific antigen (PSA)
quantitation in the monitoring of previously diagnosed prostatic
disease (including prostate cancer, prostatitis or a premalignant
condition such as atypical small acinar proliferation)

On 1 November 2023, the descriptor for 66655 was updated so for
any particular patient, they could only access rebates for a PSA once
every 23 months rather than 11 months previously.

Impact of the change

After 1 November 2023, a patient who presents needing a subsequent
PSA test between 11 and 23 months after their most recent PSA test
are now unable to claim Medicare for their test. As a result, pathology
providers have the following choices:

* Askthe patient to pay for the test as a non-Medicare supported
service
* Perform the test for free

Pathology providers cannot refuse a test as professional ethics
dictates that they have a duty of care to patients to provide the testing
requested by the treating clinicians (GPs and specialists)

In most cases, pathology providers are now asking patients to pay out-
of-pocket for these PSA tests that are not funded by Medicare. The

number of privately billed tests increased from almost zero previously
to 10,500 per month after the change in descriptor was implemented.

There is evidence that some patients elect not to go ahead with testing
when informed about out-of-pocket costs. There is a clear decrease in
the number of PSA tests after November 2023 when the change was
implemented of around 29% (Table 1). A proportion of this reduction
will be due to patients opting out of testing due to out-of-pocket costs.
This may delay diagnosis and/or treatment, with associated long term
costs.

Monthly PSA test billings before and after 1 November 2023

Item 66655 61,764 43,614
ltem 66656 61,808 61,198
Item 66654 (new) 0 5,428
Privately billed tests - 10,500
Total tests 128,572 120,740

Source: Australian Pathology data

The changes to the Medicare schedule have not altered requestor
behaviour, and the clinical need for testing has not declined. It is
patients who have ended up worse off as a result of this change.
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WIDENING FUNDING GAP

Private pathology providers have started to exit markets that are high cost and low margins

Given the rising costs, private pathology providers have started to exit
out of markets and services that are high cost and low margins. These
include:

* Regional and remote areas and smaller collection centres: This
leads to reduced access to local services in communities already
experiencing higher rates of chronic disease, cancer and
preventable conditions. This means fewer opportunities for early
detection and timely management, later-stage disease
presentation and worse prognosis.

* On-site specimen collection services: Exiting from on-site
collection such as aged care facilities means vulnerable cohorts
including older people, those with disabilities and immuno-
compromised patients lose convenient and safe access to
pathology services. This leads to delays in essential testing and
monitoring and higher risk of deterioration and hospitalization.

* High costand/or high effort tests and services: Deprioritisation of
advanced diagnostics (e.g. molecular/genetic tests, complex
histopathology) due to high costs means longer turnaround times
or a need to send specimens to distant tertiary labs. This may lead
to delays in treatment planning and complications.

Together, these risk undermining one of the most equitable parts of
the Australian health system. If private pathology providers cannot
sustain services in high-cost, low-margin areas, the result will be
delayed diagnoses, reduced access for vulnerable populations,
growing health inequities, and higher long-term costs to government.
In short, exiting these markets shifts the system away from prevention
and timely care, and towards late intervention and avoidable
hospitalisations.
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Case study: Withdrawal of on-site specimen collection services by private
providers

Uptake of telehealth services during the COVID-19 pandemic increased
substantially and has been supported by the MBS. Many GP consults require
pathology testing to determine the best clinical pathway, but telehealth patients
with limited mobility or who may be self-isolating cannot provide pathology
samples at the time of their appointment.

Despite expectations that home collections would rise alongside telehealth, they
have instead fallen - declining by an average of 5.9% each year. By 2024-25, bulk-
billed home collections were down 45.3% compared to 2014-15. This is largely due
to laboratory providers withdrawing this service due to the high cost of provision
compared to the Medicare rebates available.

The Medicare rebate for a home collection is just $8.75 plus $3.15 bulk-billing
incentive, far short of the estimated $60-70 cost of providing the service (which
does notinclude the costs involved in testing the sample once it is collected - just
the collection costs alone). Some private providers now charge patients an extra
$75 for home collections, highlighting the growing gap between rebates and real

costs. Figure 10: GP telehealth and home collection episodes
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OPTIONS

Pathology is at risk under current policy settings. Sensible reform is needed

Pathology delivers exceptional value for money to government.
The private pathology sector continues to drive significant
efficiency gains through investment and innovation while
maintaining quality and access through unmatched bulk-billing
rates.

Private pathology is meeting the challenge of delivering efficiency
gains in the face of rapidly rising health costs. It provides a
foundational service to the entire health system - general practice,
specialists, and hospitals - helping to reduce reliance on more
expensive healthcare later, ultimately lowering costs to
government. The efficiency gains delivered today will only grow in
value over time, as early detection and more targeted treatments
contribute to managing ever-rising health expenditures.

However, these outcomes can only be sustained if the sector
remains financially viable. No sector can absorb continuously
rising costs while revenue remains fixed - or declines further
through policies such as coning, which have already delivered
substantial savings to government. Private pathology remains
deeply committed to innovation and productivity across the health
system, but efficiencies are not limitless.

To ensure pathology remains accessible and free for all
Australians - regardless of postcode, age, or socioeconomic
status - reform is essential. Financial sustainability must be
restored.

EQUITY ECONOMICS - FROM BACKBONE TO BREAKING POINT: THE PATHOLOGY FUNDING GAP

Options for government to address the widening funding gap

1. Restoration of indexation. Full indexation of all pathology items is
recommended. Indexation should be applied across all items or could be
phased in over 3 years, prioritising service P Groups experiencing the largest
funding gap, and where significant patient needs exist.

2. Review coning. Coningis a bluntinstrument with limited evidence of having
changed GP referring behaviour. A review of coning could consider more
targeted and effective means to improve referring practices, without placing
undue financial strain on critical pathology services.

Without funding reform, private pathology will increasingly need to rely on higher
out-of-pocket costs to cover shortfalls. Bulk-billing rates will fall, reducing
accessibility and test uptake, with significant short- and long-term costs to
patients, health outcomes, and overall health expenditure.

A government decision not to increase pathology rebates in line with rising costs
will resultin an ever-growing financial burden on patients.

Already, cost pressures are forcing providers to withdraw from high-cost, low-
margin services. The viability of many collection centres - about one-third of
which are located in regional, remote, and Indigenous communities - is at risk.
Between 2023 and 2024, Sonic closed 69 centres, Healius 32, and Australian
Clinical Labs 27. Without reform, this trend will accelerate, undermining
equitable access and the sustainability of Australia’s diagnostic infrastructure.
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ABOUT EQUITY ECONOMICS

Equity Economics is a unique consulting firm that brings together expertise in
economic and social policy. We deliver new analysis, pragmatic policy
development, design and evaluation services to government, private sector and
non-government clients. We combine senior technical economic skills with policy
and design expertise, helping our clients contribute to a more inclusive, equitable
society. Our work addresses the persistent challenge of social and economic
disadvantage, through new and practical solutions.
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