
HEALTH CARE
Ten years of mental health service reform in Australia:
are we getting it right?
Harvey A Whiteford and William J Buckingham
FOR EDITORIAL COMMENT, SEE PAGE 372; SEE ALSO PAGE 401

School of Population Health, University of Queensland, 
Queensland Centre for Mental Health Research, Brisbane, QLD.
Harvey A Whiteford, MPH, FRANZCP, Kratzmann Professor of 
Psychiatry and Population Health. 
Buckinghan and Associates, Melbourne, VIC.
William J Buckingham, BSc(Hons), DipClinPsych, Director. 
Reprints will not be available from the authors. Correspondence: 
Professor Harvey A Whiteford, University of Queensland, Queensland 
Centre for Mental Health Research, The Park — Centre for Mental 
Health, Locked Bag 500, Richlands, Brisbane, QLD 4077. 
h.whiteford@qcmhr.uq.edu.au
The Medical Journal of Australia ISSN: 0025-
729X 18 April 2005 182 8 396-400
©The Medical Journal of Australia 2005
www.mja.com.au
Health Care

ies under way or planned (which directly or indirec
criticisms of mental health services), and growing
disquiet about the adequacy of mental health ca
happened in the last decade to get us into this situati
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ABSTRACT

• We summarise the most recent data available on changes 
to the public and private mental health sectors from the 
commencement of the National Mental Health Strategy 
in 1993 to 2002.

• There has been substantial service system change in the 
directions agreed by governments under the Strategy, 
supported by a 65% growth in government spending on 
mental health.

• Despite this there is growing public and professional concern 
about deficiencies in the mental health service system. We 
review the current call for change in light of increased 
community expectations and growth in demand for services.

• Given broad national and international support for Australia’s 
policy directions, the problems lie with the pace and extent 
of change and ensuring better outcomes from the increased 
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investment in mental health care.
n 
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goI
 1992, after a decade of adverse publicity and a series of

blic inquiries into mental health services, all Australian
vernments adopted a National Mental Health Policy.1,2 The

Policy, implemented through a series of five year National Mental
Health Plans,3-5 became known as the National Mental Health
Strategy.

In 2005, we again have adverse publicity, three national inquir-
tly arose from
 professional

re. What has
on?

ices
In 2002, total spending on mental health services was $3.1 billion,
a 65% increase in real terms since 1993.6 As a proportion of overall
health expenditure, this is similar to mental health expenditure in
other developed countries. In terms of a service-costing approach,
specialised mental health services accounted for 6.4% of Australia’s
recurrent health expenditure in 2001–02.6 Using an alternative
disease-costing approach, the Australian Institute of Health and
Welfare (AIHW) estimated that Australia spent 6.2% of recurrent
health expenditure on mental health care in 1993–94.7 This is
comparable to 6.6% in the Netherlands and 7.3% in the United
States, although comparison between countries is difficult because
of the differing ways expenditure and services are counted. The
AIHW analysis also shows that the proportion of health expendi-
ture for mental health rises to 9.6% if substance abuse and
dementia are included. It has been argued that, as mental disorders
and substance abuse contribute 13% of Australia’s disease burden,
9.6% of health expenditure is insufficient.8 There have been claims
to the contrary,9 but, in fact, there are no reliable international
benchmarks by which to judge Australia’s relative investment in
mental health.

The total increase in government spending of 65% on mental
health services between 1993 and 2002 was made up by increases
in federal expenditure of 128% and state and territory expenditure
of 40%. While the 65% increase appears impressive, it only
paralleled growth in overall government health spending during
the decade.6

Growth at the national level masks important differences
between local communities. By 2002, 10 years into the Mental

Health Strategy, significant disparities in per capita spending on
mental health continued between states and territories, with the
difference between the highest and lowest spending jurisdictions
decreasing only marginally over the decade (Box 1). The differ-
ences in spending between the states and territories translates into
a wide variation across Australia in the level of mental health
services available.

Service restructuring
The changes that followed the introduction of the Mental Health
Strategy needed to address the legacy of 30 years of deinstitution-
alisation, which saw the number of psychiatric beds decrease from
30 000 to about 8000, with limited development of community
services, and a doubling of Australia’s population.10,11

Under the Mental Health Strategy, the size and number of stand-
alone psychiatric hospitals continued to decline, but with agree-
ment that they be replaced by acute beds in general hospitals and a
range of community-based services, including residential accom-
modation. Another difference from the situation in the period
before the strategy was implemented was the requirement for
states and territories to maintain or increase their mental health
budgets (a “maintenance of effort clause” in the Health Care
Agreements), though this requirement was only for the life of the
First and Second National Plans (1993–2003). While increasing in
actual dollar terms, the relative role of federal funding, which
allowed states and territories to establish community and other
services, has decreased over time and more of the new services are
being funded by states and territories (Box 2). For every federal
dollar allocated to states and territories under the Strategy, com-
bined state and territory funding of mental health increased by
$4.60.6
ber 8 • 18 April 2005



HEALTH CARE
The change in the mix of mental health services over the decade
has been substantial. In 1993, only 29% of state mental health
resources were directed toward community-based care; 73% of
psychiatric beds were located in stand-alone hospitals, and these
consumed half of the total spending by the states and territories on
mental health care. By 2002, this had changed to 51% of state
mental health resources for community-based care, and 39% of
psychiatric beds in stand-alone hospitals consuming 29% of state
mental health resources. In 1993, 55% of all acute psychiatric beds
were in general hospitals, increasing to 82% by 2002 (Box 3).

Contrary to popular belief, the overall number of acute beds in
Australia increased by 6% over 1993–2002.6 Long-stay beds have
been exclusively targeted for reduction, and have decreased by
52%, equivalent to about 2300 beds. Development of 24-hour
residential services to replace long-term hospital beds has been
patchy, with most expansion occurring in Victoria. Nationally, the
growth in 24-hour residential services is equivalent to only one
quarter of the reduction in long stay beds.6

The need to improve the quality, as well as expand the quantity,
of mental health services was one of the goals of the Mental Health
Strategy. Service standards, one part of a quality and safety
framework, were developed12 and are now used by health service
accreditation agencies. By June 2003, almost 90% of all public
mental health services had begun the process of having their
services reviewed in terms of the standards, and almost half had
completed a review against these standards.

The role of non-government organisations (NGOs) has
expanded over the past decade with the recognition they could
deliver some services more efficiently or more effectively than the
government or the private sector. In 1993, less than 2% of
resources were allocated to non-government programs aimed at
providing support for people with a psychiatric disability in the
community. This increased three-fold over the 10 years, and now
accounts for 5.5% of total state mental health expenditure.

The services that NGOs provide are affected by the policies and
programs of government agencies such as housing, education and
training, employment, justice, police, community and disability
services. These agencies have a role in assisting with the recovery
of people with psychiatric disability.13 An attempt to align the
policies and programs of these government departments so that
they complemented the Mental Health Strategy was made when
relevant Ministers endorsed findings of the Mental Health Forum
on Intersectoral Linkages.14 Little evaluation of this component of
the Strategy has been undertaken, and the achievements have been
limited.10

The private psychiatric hospital sector is also growing.6 In 2002,
it provided 23% of all psychiatric beds (an increase from 14% in
1993) and employed 11% of the mental health workforce (an

1 Per capita expenditure on specialised mental health 
services by states and territories, 1992–93 and 2001–02

Source: Australian Government Department of Health and Ageing, 2004.6
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2 Relative contribution of new funding and institutional savings to growth in community-based and general 
hospital services

National Strategy funds refers to Australian Government grants provided to states and territories under the Medicare Agreements (1993–98) and the Australian Health 
Care Agreements (1998–2003). Source: Australian Government Department of Health and Ageing, 2004.6
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increase of 80% since 1993). Health insurance funding of private
psychiatric hospitals grew by 17% over the 10 years, which,
combined with the estimated $38 million per year injected by the
private health insurance rebate, resulted in an increase in the
number of private beds (38%), patient days (59%) and separations
(270%).

However, private outpatient psychiatric services are shrinking.
Expenditure on private psychiatrists, funded through the Medicare
Benefits Schedule (MBS), grew by 6% annually in the decade
before the Strategy. This growth rate slowed significantly and, by
1996–97, had begun to reverse. Total federal expenditure on
private psychiatrists has been declining by 2%–3% per year since
then.

The reasons for this decline are believed to be the increased
number of psychiatrists working part time, and private psychiatry
diversifying its payment sources (with the expansion of Depart-
ment of Veterans’ Affairs and workers compensation payments for
mental disorders). More psychiatrists are also working in the
public sector, in which there was a 37% growth in medical staff
between 1993 and 2002.

Workforce reforms

Expansion of community and non-hospital residential services was
responsible for most of the 25% increase in the clinical workforce
over the decade. All mental health professional provider groups
grew, but there was a shift in the staffing mix, with medical and
allied health staffing showing the greatest percentage increase and
staff shortages most notable in nursing and psychiatry.6

To improve the quality of care, 12 National Practice Standards
have been identified which define the attitudes, knowledge and
skills which all mental health professionals should have, and which
complement discipline-specific skills.15 These are to be imple-
mented during the life of the Third National Mental Health Plan.

Consumer rights and legislation

Involving consumers and carers in service delivery and planning
was also a key part of the National Strategy. Federal funding was

contingent on the establishment of community advisory groups in
every jurisdiction. While this was initially done as a token gesture
in some services to secure funding, it has, over time, become more
accepted, and participation rates of consumers and carers have
increased considerably (Box 4).

The Menta l  Heal th  Counc il  o f Austral ia <http: //
www.mhca.com.au> was established in November 1997 as a focal
national body representing most of the key stakeholders in the
mental health sector. It provides advice to governments, represent-
ing the interests of its member organisations, along with monitor-
ing and analysing national mental health policy, resource allocation
and outcomes. It has proven to be independent and effective in
carrying out these tasks.

Mental health legislation is the responsibility of state and
territory governments. However, Australia’s commitment to the
United Nations (UN) Principles for the Protection of Persons with
Mental Illness and the Improvement of Mental Health Care16

resulted in this becoming a benchmark for state and territory
legislation. A Rights Analysis Instrument was developed by the
Federal Attorney-General’s Department to assess compliance of
state and territory mental health legislation with the UN princi-
ples.17 All states and territories have used this instrument to assess
their legislation and have passed new legislation or amended their
Mental Health Acts accordingly.

Moving from input and process measurement to 
outcome measurement
Protecting funding and measuring service activities (eg, occupied
bed days, number of patients seen) does not tell us what outcomes
are achieved. One of the more ambitious aims of the Strategy has
been to introduce individual consumer outcome measures into
routine clinical practice in both public services and private
hospitals. All states and territories, through information develop-
ment funding agreements with the federal government, submit de-
identified, patient-level outcome data, referred to as the “National
Outcomes and Casemix Collection”.18 A similar process exists for
the private sector. Details of the outcome measures are at <http://
www.mhnocc.org>.

3 Distribution of total state and territoriy expenditure on mental health services, 1992–93, 1997–98 and 2001–02

Source: Australian Government Department of Health and Ageing, 2004.6
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By July 2003, 95% of the private hospital sector was collecting
outcome measures on a routine basis and 60% of the public sector
had begun collecting outcome measures. However, improving the
quality of the data will be a challenge, and considerable work is
needed to make these measures meaningful to clinicians in routine
clinical practice and to build a culture which values outcome
information within the mental health sector.

Moving beyond specialist mental health services
In 1997, the Australian Bureau of Statistics surveyed 10 600
households to assess mental health morbidity, disability and
service use at the population level. This survey found, similarly
to other countries, that 18% of the Australian population meet
the criteria for mental disorder or substance abuse in a 12-
month period, and that these cause considerable disability. Only
38% of those meeting the criteria received treatment from a
health professional,19 and general practitioners delivered most
care. Two further epidemiological surveys, of low prevalence
disorders20 and child and adolescent disorders,21 also found
considerable unmet need and disability. Around the same time,
the Australian Burden of Disease Study showed that the largest
population disease burden, within the mental disorders, was
attributable to anxiety disorders, mood disorders and substance
abuse.22

This type of research paved the way for a greater focus on
common mental disorders such as anxiety and depression. Initia-
tives in mental health promotion and illness prevention were
introduced under the Second National Mental Health Plan.4 In
general practice, incentive payments were introduced, access to
education and training was increased, more allied health services
were introduced and changes were made to the MBS to promote
better care of people with these disorders.23 A recent report by the
AIHW shows that GPs deliver over 10 million mental health-
related consultations annually, more than double the attendances
in the specialist mental health public sector.24

What has not been achieved?
Given the current disquiet about service delivery, has the direction
of reform been the right one? Several evaluations of the Strategy,25-27

a recent review by the Canadian Senate28 and a prevailing view in
the mental health sector8 support the directions of the Mental
Health Strategy. If the policy directions are right, what is not right?

The main criticism has been of a perceived failure to implement
the policy directions of the Strategy.8 However, the evidence summa-
rised in this article indicates that the service system is being reformed
in the agreed directions. While the redevelopment has been uneven,
with disparities in funding and services continuing between the states
and territories, change in many areas has been substantial.

Are the data on services reliable? Is all the money that govern-
ments say they spend on mental health actually spent there? With
the withdrawal of the “maintenance of effort” clause for mental
health services in the 2003-08 Health Care Agreements, there is
less accountability for the dollars spent, and there have been
unsubstantiated reports of mental health budgets being spent in
other areas of health. In the absence of detailed independent audits
of each health service’s accounts (an approach not taken anywhere
in the health system), it is not possible to provide a definitive
answer to these questions. But it is relevant to acknowledge the
substantial effort that is put into validating national mental health
expenditure trends — arguably more than in any other area of the
health industry. It is our view that, even if the expenditure data as
reported by health services contain some inaccuracies, these are
unlikely to be substantial.

The key question therefore is not whether national policy
settings are incorrect, or whether policy directions have been
implemented, but whether the pace and extent of change has been
enough. There are indications that it has not. Consumers, carers
and advocates point to persisting problems with access to acute
care, continuity of care and the availability of rehabilitation
services.8 Compared with 10 years ago, these groups are now
highly vocal, have greater expectations and are rightfully demand-

4 Structural arrangements for consumer participation within mental health service organisations – percentage of mental 
health service organisations with specific consumer participation arrangements

Source: Australian Government Department of Health and Ageing, 2004.6
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ing a better deal from the health system. Coupled with this, there
are indications that the significant unmet need highlighted by the
1997 mental health population surveys19-21 is beginning to sur-
face, with more individuals now seeking treatment. All states and
territories report increased demand for mental health care,6 with
recent data showing a 7% increase in overnight admissions to
acute psychiatric units between 1998–99 and 2002–03.24 While
there are financial costs in meeting this demand, the personal,
social and economic consequences of not doing so are likely to be
much greater.29,30

In a world where the health dollar is finite, it is essential to ask
whether the 65% increase in mental health spending since 1993
has given us a comparable return on investment, measured in
terms of increased quantity and quality. The reality is we do not
know and this, in our view, is a critical problem. Unlike other areas
of health care, little attention has been given to ensuring efficiency
in public sector mental health service delivery. Achieving value for
money remains one of the key issues to be tackled in our national
mental health reform.
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