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Reimbursement for the Cost of Compression Therapy for the Management of Venous Leg Ulcers (VLUs) in Australia

Australia’s health system is world-class. The nation’s life expectancy is one of the highest in the world, its death rates are continually trending downward, and the population’s overall health compares well with that of similar Organisation for Economic Co-operation and Development (OECD) countries.1 However, wound management, particularly the prevention and treatment of venous leg ulcers (VLUs), is an area where Australia lags behind.

Due to a lack of up-to-date evidence on the prevalence of chronic wounds in Australia, the exact number of Australians affected by VLUs is largely unknown. Based on prevalence data from UK and US studies, cases of VLUs in hospitals and residential care settings in Australia have been estimated to be more than 47 000 annually.2 The costs associated with treating VLUs in Australian hospitals and residential care settings have been estimated at more than AUD1 billion annually.2 This estimate does not include the costs of treating VLUs in the community but our recent research in community settings in Queensland indicate these costs are high3-5. 

Wound management in Australia is extremely complex and diverse. It takes place along a continuum from the primary to the acute care sector. Primary care is at the forefront of wound management with general practitioners (GPs) involved in the care of around 80–90% of patients with a leg ulcer.6 In an audit of current wound management in general practices, the total costs of wound care in most cases was greater than the total income, resulting in a net loss to the general practice.7 In Australia, patients must also pay high out-of-pocket costs for VLU treatments, including for products such as compression bandages.8 There are also direct costs to patients related to attending multiple healthcare appointments, reduced quality of life and work capacity3, 5.

Evidence-based Australian guidelines recommend compression therapy as the primary treatment for VLUs.9 Despite this, it is not widely used in practice. Early studies found that between 40% and 60% of VLUs in Australia do not receive adequate compression.10 In more recent studies,  the rate of patients with a VLU receiving compression therapy prior to admission to a specialist wound clinic ranged from 6.3% to 23%.5, 6 In those who are prescribed compression therapy, non-concordance often remains high and increases the risks of poor outcomes in patients with VLUs.11 There are multiple reasons for non-concordance; however, the costs associated with compression products and lack of reimbursement are key.12

Medicare, Australia’s universal health insurance scheme, funded by the Australian Government, reimburses health care provided by GPs, medical specialists and nurse practitioners outside hospital as per the Medicare Benefits Schedule (MBS). Unlike many other developed countries, in Australia, compression therapy is not subsidised through MBS or Pharmaceutical Benefits Scheme (PBS), which list medicines subsidised by the Australian Government, with the exception of veterans who have served in the Australian Defence Force, who receive a subsidy through the Repatriation Pharmaceutical Benefits Scheme (RPBS). Outside hospitals, patients must purchase the compression therapy products prescribed to them from GPs, retail pharmacies or commercial distributors. For patients not covered by the RPBS, costs for three months of compression bandages may exceed AUD $60013. These estimates do not include the additional costs of care provided by healthcare professionals related to the application of compression bandages, a service which can be time-consuming and, therefore, costly.

A recent report found that people aged over 60 years with VLUs pay AUD $9.17 million each year in out-of-pocket costs for compression therapy consumables.8 When considering the frequency with which these bandages should be replaced14, 15, and the demographic likely to be accessing these products6, it is little wonder that high costs remain a significant barrier to patients accessing evidence-based care in Australia16.

Furthermore, with no wound-specific MBS item numbers, and the subsequent inability to access reimbursement for clinician time and consumables through the MBS, there are no financial or time-saving incentives for general practices to become actively involved in evidence-based wound care.12 Health care professionals use a range of MBS items for wound care services and claim these as fees for service. They are then paid as a percentage of items billed. As evidence-based wound assessment and management can be particularly time consuming, consultations are based on the presenting problem with little opportunity for preventive measures. The use of less expensive dressings at the start of treatment has been shown to increase overall costs to the health system in the long run, because of increased healthcare utilisation through frequent GP visits, wounds taking longer to heal and an increased risk of complications requiring hospitalisation.17 However, GPs controlling their own budgets may find it difficult to invest in more expensive evidence-based wound products that reduce risk of hospitalisation because they do not want to pay for benefits accrued elsewhere in the health system.12

Use of treatments which are maximally effective and cost-effective is essential to the ongoing viability of Australia’s healthcare system. Our research modelling the costs of the provision of compression therapy products to people with VLUs, as part of broader evidence-based care, has shown it would cost the Australian health system an additional AUD $270 million over 5 years to fund compression therapy, but would result in a cost saving in the same period of AUD $1.4 billion and improve patient outcomes.18 The model takes into account the ageing population, new incident VLU cases that develop over time, recurrence and hospitalisations. An evaluation of unfavourable values for key parameters in this model showed a wide margin of confidence to support the findings. A large body of related research as part of a large health economics collaboration between academics, health professionals, and industry partners supports these findings4,  with similar modelling indicating that reimbursement for compression products increases patients’ health-related quality of life and quality-adjusted life expectancy. 18, 19

With such clear evidence to show that a reimbursement scheme for VLU compression products should be established in Australia, we explored how this is done in other comparable countries. In the UK, the National Health Service (NHS) Drug Tariff identifies the healthcare products eligible for reimbursement20. Some types of compression bandages are subsidised or reimbursed under the Drug Tariff21. These wound products must be prescribed by a medical practitioner and patients aged ≥60 years are entitled to exemptions from prescription charges21. The consumer price in the UK of a standard bandaging system, for example Coban 2, is GBP £8.3122 (AUD15.27) – the same product in Australia costs patients AUD $43.9513. It is important to note that even with reimbursement of some wound products through the NHS Drug Tariff, wounds still impose a considerable economic burden on NHS in the UK, similar to that of managing obesity and there is a need for improved systems of care, improved education of health professionals as well as an increased awareness of the impact of chronic wounds.23

In Australia, the Chronic Wounds Solutions Collaborating Group was established to support and monitor the implementation of evidence-based efforts16. The group launched its Call to Action in 2018 which included recommendations for a reimbursement scheme for compression therapy. The challenge however has been: how can we expect the federal government to fund this scheme when health care budgets are already constrained? We need to identify areas and opportunities for disinvestment in low value care, to enable the redirection of savings toward high value services. Public hospital services in Australia are jointly funded by the federal and state and territory governments, and hence, another challenge is that we are asking for investment by the Australian government in primary health care when there is a perception that savings are going to be accrued mainly by State and Territory governments through avoided hospitalisations. Interestingly, our research shows that the cost savings to the Australian government through reduced health service utilisation as a result of faster healing of wounds, ulcers avoided and hospitalisations avoided would be about AUD $1.2 billion (85% of cost-savings to the health system) and to state and territory governments about AUD $200 million over 5 years through reductions in hospitalisations due to complications.18

Supply schemes already exist for other dressings and appliances in Australia – including the National Epidermolysis Bullosa Dressing Scheme allowing ongoing access to dressings for all eligible patients in Australia, the Stoma Appliance Scheme, the Continence Aids Payment Scheme, and the National Diabetes Services Scheme. A national scheme which subsidises compression therapy via prescriptions from accredited wound care providers may be modelled from these, and would be vital for improving efficiency and value in our health system. 

Strong political will and leadership are prerequisites for the effective implementation of evidence-based wound care – but this is still inadequate in Australia. Supported by our research, the Australian federal government has recently displayed some progress in relation to chronic wound management, including the referral of wound management to the MBS Review Taskforce for consideration, the investment of AUD1 million in a primary healthcare wound management program, and the identification of chronic wound management as a priority under the Medical Research Future Fund.24 Beyond this, we need a cohesive health system working collaboratively across all levels of government to unite the many stakeholders, including the private and industry sectors, non-governmental organisations, healthcare professionals, academics and the public and to improve communication and efficiency across wound care services.

There is an urgent need to change current practice in Australia to allow the costs of compression therapy to be publicly funded and adequately reimbursed to both patients and health care providers. This must be combined with education and training of health professionals in evidence-based wound management and incentives for cost-effective care and prevention within the MBS, moving from a fee-for-service to a more proactive service that incentivises positive patient outcomes with improved communication and efficiency across wound care services16. Implementing a large-scale change to current practice is complex and would take time. However, given convincing evidence that adequate reimbursement for guideline-based services and products will result in cost savings for the Australian health system and patients, and also improve health outcomes and quality of life for patients, a national program of reimbursement for compression therapy remains a sensible policy. 
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