KPMG'

Rethinking supply
and demandin
Australia's mental
health system

The non-satiation problem in
mental health — why more mental
health services haven’t translated
into better outcomes.

November 2025

KPMG.com.au



- -oc...'.'- vew =

Pectogaqg netet’

AN

"%990 aeappcaanstentt?

Acknowledgement of Gountry

KPMG acknowledges Aboriginal and Torres Strait Islander peoples as the First Peoples of Australia. We pay
our respects to Elders past, present, and future as the Traditional Custodians of the land, water and skies of
where we work.

At KPMG, our future is one where all Australians are united by a shared, honest, and complete understanding of our past,
present, and future. We are committed to making this future a reality. Our story celebrates and acknowledges that the
cultures, histories, rights, and voices of Aboriginal and Torres Strait Islander People are heard, understood, respected, and
celebrated.

Australia’s First Peoples continue to hold distinctive cultural, spiritual, physical and economical relationships with their land,
water and skies. We take our obligations to the land and environments in which we operate seriously.

Guided by our purpose to ‘Inspire Confidence. Empower Change’, we are committed to placing truth-telling, self-
determination and cultural safety at the centre of our approach. Driven by our commitment to achieving this, KPMG has
implemented mandatory cultural awareness training for all staff as well as our Indigenous Peoples Policy. This sincere and
sustained commitment has led to our 2021-2025 Reconciliation Action Plan being acknowledged by Reconciliation Australia
as ‘Elevate’ — our third RAP to receive this highest level of recognition. We continually push ourselves to be more courageous
in our actions particularly in advocating for the Uluru Statement from the Heart.

We look forward to making our contribution towards a new future for Aboriginal and Torres Strait Islander peoples so that
they can chart a strong future for themselves, their families and communities. We believe we can achieve much more
together than we can apart.

kpmg.com/au/rap
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Recognitionof lived and
living experience

KPMG recognises and deeply values the insights of
individuals with lived and living experience of
mental health challenges. Your experiences
provide essential perspectives that shape a deeper
understanding of the complex realities faced by
individuals, families, and communities across
Australia.

We acknowledge the courage and resilience of those
who share their stories, as well as the ongoing efforts
of individuals navigating these challenges. Your voices
are critical in guiding informed policy, service design,
and decision-making processes to build a more
inclusive and supportive mental health and wellbeing
system.

In preparing this paper, we have endeavoured to
reflect these lived experiences in ways that
amplify their significance, ensuring they remain
central to the narrative. We are committed to
continued collaboration with individuals and
groups with lived and living experience as part of
an inclusive approach to improving mental health
outcomes for all Australians.
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Rethinking Australia’s mental health system: A
thought leadership series

Mental health in Australia is facing both immense
challenges and compelling opportunities for reform. For
decades, there have been ongoing efforts to improve
the nation’s mental health and wellbeing system, yet
persistent systemic issues continue to hinder its
effectiveness and sustainability. The gap between what
people need and what the system delivers is stark.
Despite significant investment and reform, demand
continues to exceed supply, and accessing care can be
overwhelming, fragmented, and inconsistent.

This series includes the following:
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Rethinking supply and demand in Australia’s
mental health system

Part one (this paper)

At the heart of this two-part series is a recognition that the
way forward lies in bold, systemic action. To transform
Australia’s mental health system, we must move beyond
incremental and reactive reforms, toward integrated
solutions that address structural disadvantage, prioritise
prevention, and enable people to access timely and
effective support across the care continuum. By focusing
on these themes of system design and structural
determinants, this thought leadership series aims to
contribute to the critical national dialogue on the future of
Australia’s mental health system, and to galvanise the
transformative change needed to create a system that is
truly equitable, sustainable, and person-centred.
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Rethinking system stewardship in mental
health

Part two

System reform through digital transformation: A
further thought leadership series

This initial series will be followed by a four-part series focused
on supporting sustainable system reform in mental health,
focusing on lasting and impactful digital transformation. This
will include:

+ The case for digital transformation
* Planning for digital transformation
» Enablers of change for digital transformation

+ Roadmap for digital transformation

©2025 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved. 5
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Introduction

Mental health is not just a clinical
concern - it is deeply social, economic,
and systemic.

The ability to access and maintain good
mental health is shaped by
employment, housing, financial security,
education, social connectedness, and
broader life circumstances.

Yet, Australia’s mental health system
remains overly medicalised and
reactive, treating psychological distress
primarily within clinical settings rather
than addressing its structural and social
determinants. This mismatch between
the root causes of mental health
challenges and the system’s response
has created an environment where
demand for clinical services continues
to outpace supply, despite repeated
efforts to expand access.

m ©2025 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.

B2

At the core of this challenge is the principle of non-
satiation, a concept in economics that suggests there is
always a preference for more of a good or service -
meaning that demand does not reach a natural point of full
satisfaction. Unlike many areas of healthcare, where
treatment follows a linear path from diagnosis to
resolution, mental health care is often ongoing, evolving,
and influenced by multiple external factors. People do not
simply "recover" from mental health conditions in the way
they might from a broken bone or an infection. Instead,
mental health exists on a spectrum, fluctuating over time
based on life events, social supports, and

economic stability.

This non-satiation dynamic means that access to clinical
services alone does not necessarily resolve unmet
demand - it can, paradoxically, increase it. When new
services become available, more people seek care, which
in turn reveals additional levels of unmet need. This has
been evident in Australia’s mental health system, where
initiatives such as increasing Medicare-subsidised therapy
sessions or expanding crisis services have not reduced
system pressure.! Instead, demand has been fuelled
without corresponding increases in workforce capacity,
service integration, or preventative strategies. The result is
a system that remains stretched, reactive, and unable to
meet growing consumer needs sustainably.?

1 University of Melbourne. (2022, Dec 12). Evaluation of the Better Access initiative.
2Royal Australian and New Zealand College of Psychiatrists. (2025, Apr 11).
Psychiatrists and psychologists call for urgent action on the mental health workforce
crisis.
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A system under strain: The real-world
consequences of non-satiation

The persistent gap between service availability and
growing demand has profound consequences, particularly
for people experiencing economic disadvantage, social
exclusion, or geographical barriers to care. The current
approach to mental health expansion has often led to:

* Longer waitlists and workforce burnout: Without a
parallel investment in workforce capacity and system
integration, demand overwhelms available services,
leading to bottlenecks that delay care and contribute to
workforce fatigue.

* Inequities in access: Increased service availability
often benefits those who can navigate complex referral
pathways and afford care, leaving rural, Indigenous,
and socioeconomically disadvantaged populations
further marginalised.

* Over-reliance on crisis-driven care: As routine and
early intervention services become harder to access,
more people turn to emergency departments, acute
inpatient services, or crisis helplines, reinforcing a
reactive rather than preventative system.

- Exacerbated feelings of marginalisation: When
people cannot access mental health services, their
existing distress and sense of exclusion may intensify,
contributing to worsening mental health conditions.

If Australia continues to treat mental health as a purely
clinical issue, rather than a structural and economic one, it
will remain locked in a cycle where supply can never
meet demand.

Beyond expansion: Rethinking system design

To move beyond non-satiation, the mental health system
must shift its focus from crisis management to prevention
and sustainability. This requires:

« Embedding mental health within broader social and
economic systems, ensuring that interventions
address housing insecurity, employment conditions,
and social determinants of health.

* Moving away from short-term service expansion and
towards integrated, long-term system reform, where
mental health is considered in all policies and
supported across education, workplaces, and primary
care rather than existing in silos.

» Leveraging digital transformation as a tool for system
redesign, using Al, stepped-care models, and
predictive analytics to ensure that services are more
efficient, accessible, and sustainable rather than
simply expanding clinical workloads.

By drawing on international comparisons, this paper
highlights the risks of scaling access without system
reform, the importance of whole-of-government solutions,
and the potential of digital transformation to enable new
models of care. A sustainable mental health system must
do more than simply expand services - it must reshape
how mental health is understood, funded, and embedded
into broader social structures, ensuring that demand is
managed proactively, rather than reactively.
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The economic principle of satiation The non-satiation problem in mental health

|| u
. . . e Mental health care does not conform to traditional supply
In classical economics, satiation occurs when additional )
and demand models because:

consumption no longer increases utility. A person

consuming food, for example, eventually reaches a point * Demand is unlimited and expanding: Unlike physical
- where additional consumption provides no benefit. health, where treatment completion is often a goal,
- mental health support can be an ongoing process, with
Many areas of healthcare exhibit some degree of satiation: many individuals requiring therapy, medication, or crisis
u q . .
Acute conditions: Antibiotics cure infections, _support for_an e_xt_ended SNSRI EITIE, O 1 62T
. et instances, indefinitely.
surgeries address physical injuries.
. N - | + Treatment effects are variable: Unlike treatments in
* Preventative medicine: Vaccinations offer long-term : .
- . : . . . physical health, where there are generally consistent
immunity, removing the need for repeated intervention. o
u I and well-documented responses to specific
Mental health care, however, does not follow this model. |ntervent|9ns, il tq mental health therapy-are
. : ) less predictable. Some individuals benefit from brief
Demand is rarely satiated, for several reasons: . : : . :
interventions, while others require long-term, multi-

* Mental health conditions are often chronic or recurrent, modal treatment, meaning that demand per person
requiring long-term treatment, care and support. varies significantly. Achieving desired outcomes in
. . . . mental health care can be complex and individualised.
* Psychological distress is shaped by social
determinants - housing, employment, relationships - * Lowering barriers to access increases demand:
factors that are dynamic and shifting. When access to mental health services improves (e.g.,

through increased funding or telehealth expansion),
more people seek help, further exacerbating demand
pressures.

» Therapeutic demand is not linear - some individuals
require only brief interventions, while others need
lifelong management.

» Capacity constraints limit supply: Workforce
shortages, funding limitations, and service delivery
gaps mean that supply is unable to meet persistent
demand.

+ Common mental health interventions, such as talking
therapies, encourage further engagement from
consumers and therefore exacerbate demand, through
the way they support and validate consumers’
experiences. Australia’s mental health system is currently structured in

a way that cannot adapt to this non-satiation dynamic,
leaving individuals, service providers, and policymakers
perpetually overwhelmed.
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Australian mental
health paradox

Australia’s
mental health
paradox

An overstretched and underserved system

Australia’s mental health system faces a quiet but growing
contradiction. On the surface, more services are being
made available than ever before. Medicare-subsidised
psychology sessions, crisis helplines, digital mental health
platforms, and expanded awareness campaigns.

Yet, beneath this expansion lies a persistent truth:

unmet need continues to rise.

This paradox of rising service supply and persistent
distress demands deeper investigation.

There is no clear improvement in prevalence

In the 2023-24 financial year, Australians accessed
12.6 million Medicare-subsidised mental health
services (467 per 1,000 population), representing a
13% increase in the rate from 2014-15.3 This figure
captures the scale of activity, but not its outcomes.
While access to services has improved in many
ways, system strain is worsening, and demand is
outpacing capacity. Waitlists remain long, public
services are stretched, and frontline clinicians report
growing burnout and disconnection. Many
Australians still find it difficult to access the right
care at the right time, and even when they do, that
care is not always enough.

To understand whether these additional services are
improving population mental health, it is helpful to
examine prevalence data. The National Study of
Mental Health and Wellbeing (NSMHW), conducted
by the ABS in 2007 and again in 2020-2022,
provides the most comprehensive longitudinal
snapshot of mental illness prevalence in Australia.

Key findings

mental illness in the previous 12 months rose slightly from

% % The proportion of people aged 16—85 experiencing
20% in 2007 to 22% in 2020-22.

« for females, the rate increased from 22% to 25%

« for males, it remained stable at 18%.

much more pronounced: 12-month prevalence rose

(E@ Among young people aged 16—-24, the increase is
from 26% in 2007 to 39% in 2020-22.

« for young women, rates jumped from 30% to 46%

« for young men, the increase was from 23% to 32%?*

While minor differences in methodology limit strict comparisons
between years, the trend, especially among young adults, is
consistent with what clinicians and policymakers observe: a rising
burden of psychological distress that is not being effectively
addressed by current approaches.

3 Australian Institute of Health and Welfare (2025, May 20). Medicare mental health services.
4 Australian Institute of Health and Welfare (2025, May 20). Prevalence and impact of mental illness.
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Australian mentall
health paradox

Satiation and
mental health

Rethinking system
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The data points to a structural issue

We are offering more treatment but not reducing overall
need. This is sometimes referred to as the treatment—

prevalence paradox: increased access to services does not

necessarily lead to reduced population-level distress. In
fact, more Australians are receiving therapy, taking

medication, or engaging with digital resources, while at the

same time, more are reporting anxiety, depression, or
relational difficulty.

International
comparisons

Beyond short-

About KPMG'’s <
term fixes

Healthcare practice
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Rising demand, high consumer costs
and a limited workforce

Despite significant reforms in mental health policy,
Australia continues to experience a persistent
supply-demand imbalance:

* Demand pressures: Over 20% of Australians
experience a mental health condition each year, with
anxiety and depression being the most common.®

» Severe workforce shortages: The number of clinical
psychologists and psychiatrists per capita remains
below demand. Workforce data analysis conducted in
2020 revealed that the number of psychologists is only
at 35% of the National Mental Health Service Planning
Framework (NMHSPF) target.6 This workforce shortfall
leads to long wait times and service rationing.

* Unequal access: Rural and Indigenous communities
face substantially worse mental health outcomes due to
provider shortages, geographical barriers, and severe
underfunding of services.

As described in KPMG'’s Healthcare Horizons Reuvisited
report, rising demand and corresponding health spending
is projected to outstrip expected growth in the overall
economy and in government revenues across OECD
countries. More than 35 percent of health spending per
country comes from out-of-pocket expenses by
consumers.” Consequently, WHO warns that 100 million
people will be pushed into extreme poverty each year.

5 Australian Bureau of Statistics (2023, Oct 5). National Study of Mental Health and Wellbeing.

Medicare and the unintended consequences of
supply-side interventions

The Australian Government has attempted to address
demand through Medicare-subsidised mental health
services, most notably the Better Access Initiative.
However, supply-side interventions have often had
unintended effects:

Increasing availability fuels greater demand:
Expanding Medicare-subsidised therapy sessions from
10 to 20 sessions during COVID-19 led to longer wait
times, as more people entered the system without
corresponding increases in workforce capacity.

High out-of-pocket costs persist: Many mental health
professionals do not bulk-bill, meaning that even with
rebates, mental health care remains financially
inaccessible for many Australians.

Triage effects in emergency departments: People
presenting to emergency departments with acute mental
and behavioural conditions are 18% less likely to be
seen within the appropriate Australasian Triage Scale
timeframe when compared to people with other
emergency medical conditions.? The prolonged wait
times and extended treatment periods can exacerbate
their condition, leading to poorer long-term outcomes
and increased strain on mental health services.

6 Australian Government Department of Health and Aged Care. (2023, Oct 10). National Mental Health Workforce Strategy.
7World Health Organisation. (2019, Feb 20). Countries are spending more on health, but people are still paying too much out of their own pockets.
8 Australasian College for Emergency Medicine. (2018, Oct). The Long Wait: An Analysis of Mental Health Presentations to Australian Emergency

Departments.
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Australiais mentall
health paradox

Satiation and

Introduction mental health

The limits of crisis-driven models

Australia’s mental health system remains largely reactive
rather than preventative, with an overreliance on crisis
intervention instead of sustained, long-term support. This
approach has left emergency departments overwhelmed,
as they increasingly serve as the primary entry point for
individuals experiencing acute mental health distress. In
2023-24, 3.4% of all presentations to public emergency
departments were mental health-related.8 Of these, 52%
were classified as urgent (requiring care within 30
minutes) and 20% were classified as emergency (requiring
care within 10 minutes).

These mental health presentations to emergency
departments reflect deep structural gaps in primary and
community-based care. Rather than receiving support
earlier in their mental health journey, many consumers and
carers are left without adequate services until they reach a
crisis point. This results in fragmented care, high-cost
interventions, and significant distress for consumers, who
often experience long wait times and disjointed follow-up.

This systemic issue is further described in

KPMG'’s Healthcare Horizons Revisited report. According
to the OECD, in 2021, people in the lowest income group
across 26 OECD countries - including Australia - were
three times more likely to report unmet medical care needs
than those in the highest income group.® This disparity in
medical care access underscores the strain on Australia's
mental health system, particularly for economically
disadvantaged and vulnerable populations.

Rethinking system
architecture

International
comparisons

Beyond short-

term fixes

About KPMG’s
Healthcare practice

<
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The dominance of short-term, cyclical funding further
exacerbates these challenges. Operating within fixed-term
funding models, services are forced to continuously
reapply for resources, limiting their ability to invest in long-
term planning, workforce development, and service
integration. This approach creates a system where
innovation struggles to scale, staff retention is difficult, and
services are unable to meet growing demand in a
sustainable way. Even when digital interventions are
effective, they struggle to achieve scale due to the
fragmented funding landscape and multiplicity of channels
available. Instead of embedding proven solutions, new
funding often leads to disconnected pilot programs, further
contributing to the fragmentation of the system.

Without a fundamental shift toward prevention, early
intervention, and sustained care models, Australia’s
mental health system will remain trapped in a cycle of
crisis-driven responses rather than addressing the root
causes of mental health distress.

However, efforts are underway to tackle these systemic
issues. Changes around government policy for the
National Early Intervention Service (NEIS) are intended to
reduce fragmentation and duplication of available services,
improving outcomes for individuals receiving mental health
care in Australia.

8 Australian Institute of Health and Welfare. (2025, May 20). Mental health services provided in emergency departments.

9 OECD. (2023). Health at a Glance 2023: OECD Indicators, OECD Publishing, Paris.
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Rethinking system
architecture
anddigital
transformation

Redesigning the mental health system

A fundamental redesign is needed to move away from short-
term, crisis-driven interventions towards a coordinated,
proactive, and outcomes-focused system. This shift requires
rethinking how services are commissioned, integrated, and
scaled, with more explicit choices about what is being
delivered, who it is delivered to, where it is delivered and
how it is delivered. This is to ensure sustainable
improvements in accessibility, effectiveness, and consumer
experience.

For example, what if we considered the transition from
volume-based to value-based care, where funding is tied to
measurable improvements in consumer outcomes rather
than simply the number of services provided? Current
funding models incentivise activity rather than effectiveness,
leading to inefficiencies and missed opportunities for early
intervention. A value-based funding approach could better
prioritise long-term recovery, functional improvements, and
consumer-defined success measures.

kPG

What if

What if we funded therapy based
on meaningful recovery outcomes
- not the number of sessions
delivered?

What if digital mental health
platforms were evaluated by depth

of engagement and recovery, not
downloads or reach?

What if early intervention funding
prioritised ‘time to first
conversation’ rather than time to
diagnosis?

What if we measured value by a
person’s ability to step out of the
system, rather than stay in it?

What if value-based care
accounted for emotional and
cultural safety as core clinical
outcomes?

What if system funding
recognised the ‘cost of healing’,
not just the cost of treatment?

©2025 KPMG, an Australian partnership and a member firm of the KPMG global organisation of independent member firms affiliated with KPMG International Limited, a private English company limited by guarantee. All rights reserved.
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Instead of reimbursing 10 sessions per year, what if we supported tailored care
pathways where progress is measured by functional improvement, relational
safety, or re-engagement in meaningful life roles? Could this reduce churn,
repeat presentations, and dependence on crisis services?

Currently, digital interventions are often praised for scale. But what if we defined
success as emotional connection, symptom reduction, or sustained wellbeing?
Could this shift drive more relationally grounded, user-informed platform design?

What if the system was incentivised to engage people earlier—before diagnosis,
before crisis, before dropout from school or work? Could this create a more
preventative and compassionate model of care?

Could we design models where success means not just managing distress, but
supporting someone to no longer need weekly therapy, emergency department
visits, or constant navigation?

Rather than treating these as secondary to symptom checklists, what if we saw
safety and trust in the therapeutic relationship as foundational to outcomes?
Could this better serve Aboriginal and Torres Strait communities, young people,
and survivors of trauma?

This would mean investing in longer-term care for those with complex needs,
even if their journey doesn't fit neat reporting cycles. Could that lead to more
sustainable recovery and fewer readmissions?
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Leveraging digital transformation for system reform

The current system is disjointed, but digital transformation
offers a chance to reimagine how services are structured
and delivered. Rather than layering digital tools on top of a
broken system, Australia must use technology as a
catalyst for structural reform, embedding digital solutions
into integrated, outcomes-focused models of care.

Digital transformation presents a critical opportunity to
improve efficiency, expand access, and relieve workforce
pressures, but only if it is strategically embedded within
broader system reform. Rather than viewing digital tools
as standalone solutions, they must be integrated into
stepped-care models, primary care networks, and social
support services using evidence-based and consumer-
centred approaches to create a trustworthy, seamless,
technology-enhanced ecosystem. This requires
investment in interoperability, workforce capability, and
sustainable funding models that prioritise prevention,
continuity, and consumer-driven success measures.

Emerging Al-driven platforms and data-driven triage
models could improve service efficiency by enabling
targeted early intervention. As crisis services continue to
face increasing pressures, the future success of these
services will rely heavily on innovative, technology-driven
solutions. Machine learning algorithms can analyse
behavioural data to identify individuals at heightened risk
of crisis, allowing for timely outreach and preventative care
to reduce emergency department presentations and acute
service demand.

Digital solutions also offer scalability, allowing evidence-
based interventions to be delivered at a fraction of the cost

kPG

of traditional in-person services. For instance, low-intensity
CBT-based digital therapy programs could provide
structured mental health support to individuals
experiencing mild-to-moderate distress, reducing reliance
on scarce psychological services. Blended care models,
where digital and face-to-face care are used in
combination, could optimise clinician time, ensuring that in-
person support is reserved for those with more complex
needs. Looking ahead, these innovations could lead to a
more adaptive and resilient mental health care system,
better equipped to meet future challenges and demands.

Another essential component of digital transformation is
system-wide data integration. Mental health services,
primary care providers, and social services frequently
operate in silos, limiting their ability to share information
and coordinate care. Real-time data sharing across these
sectors would enable informed, joined-up decision-making,
reducing fragmentation and improving continuity of care.
An integrated data infrastructure, with appropriate privacy
safeguards, could allow clinicians and policymakers to
track service demand, predict emerging needs, and
allocate resources more efficiently.

Social determinants and system integration

The social determinants of mental health are the most
modifiable targets for intervention to both prevent the onset
of mental health problems and promote positive mental
health outcomes.° Despite this, in the Australian system
there is a lack of integration between mental health care
and other related services intended to alleviate issues
such as housing instability and unemployment, including a
distinct lack of measurement of mental health outcomes
during intervention in these areas.
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Spending on mental health in Australia has historically been
strongly focused on the healthcare system itself. However,
this has not been effective in reducing the prevalence and
impact of mental iliness, which has risen at a population level
whilst per capita spending has increased substantially over
the last two decades.

Acknowledging the interconnected drivers of psychological
distress, mental health services should be deeply embedded
within primary care, housing, education, employment, and
social services. Too often, consumers experience disjointed
pathways where mental health care is delivered in isolation
from other essential supports at an acute point of the
consumer journey, when there is opportunity for earlier
identification and intervention through integration within other
services, such as in schools.

To enable meaningful progress in reducing the prevalence
and impact of the negative social determinants of mental
illness, a greater system focus on promotion and prevention
is required. There is benefit to considering greater investment
in integration across a broader spectrum of services,
including those that deal with risk and protective factors, and
emphasise the vast interpersonal and structural elements that
contribute to mental health."

A system that fails to treat social determinants as
interconnected with mental health care will inevitably
perpetuate cycles of disadvantage, miss opportunities to
address root causes of mental health problems, and fail to
achieve meaningful, long-term improvements in mental health
outcomes across the population.

10 J Kirkbride et al. (2024, Jan 12). The social determinants of mental health and
disorder: evidence, prevention and recommendations. World Psychiatry.
1 Prevention United. (2022, n.d.). A Practitioner's Guide to Mental Health Promotion.
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International
comparisons:

The UK’s Improving Access to Psychological Therapies (IAPT) program
was one of the world’s first large-scale digital and stepped-care mental
health initiatives. Launched in 2008, it aimed to expand access to
evidence-based psychological therapies (primarily cognitive behavioural
therapy) for individuals with mild to moderate mental health conditions.
The initiative significantly improved access to mental health care, but it
also exposed structural weaknesses that Australia must consider as it
scales digital mental health solutions.

3 UNITED KINDOM

The limits of expanded access
inanoverburdened system

Lessons from
other systems

Examining international approaches to mental health
system design provides valuable insights into what works,
what doesn’t, and what Australia can learn. While no
system is perfect, global comparisons reveal key trends:
reactive, crisis-driven models often lead to bottlenecks and
service gaps, while preventative, integrated approaches
help reduce long-term system pressure. Below, we
examine two contrasting examples - the UK’s
overburdened public system and Scandinavia’s focus on
prevention and integration - to identify best practices and
pitfalls relevant to Australia’s digital transformation efforts.

kPG

Demand outstripping capacity: While IAPT successfully
increased access, it was quickly overwhelmed by demand.
Six-month wait times became common, highlighting that
expanding service provision without addressing underlying
workforce shortages and system-wide coordination only
shifts, rather than solves, access issues.

GP bottlenecks slowing access: Like Australia, the UK
system relies on GP referrals as the main access point to
mental health care, creating a gatekeeping effect. Many
individuals face long waits for a GP appointment, followed
by further delays for mental health services, leading to
frustration and disengagement.

Limited integration with other services: IAPT was
designed as a therapy-first model, but it lacked strong
integration with social services, employment support, and
specialist care. This meant that individuals experiencing
complex distress, including those with trauma histories or
social determinants of mental health (e.g., housing
insecurity), often fell through the cracks.

Liability limited by a scheme approved under Professional Standards Legislation.

Key lessons for Australia

Y

Y

IAPT demonstrated the need for operating models with
built-in scalability, enabling rapid expansion of services
in response to growing demand without compromising
service quality or accessibility. This includes
incorporating standardised, evidence-based treatment
protocols, workforce training and development, routine
outcome monitoring, and leveraging digital tools.

While IAPT demonstrated that digital and low-intensity
interventions can be effective, it also underscored the
risks of scaling access without strengthening system
architecture. Australia must avoid simply expanding
digital tools without ensuring they are well-integrated,
workforce-supported, and sustainably funded.
Reducing reliance on GPs as gatekeepers, investing in
multi-entry pathways for mental health care, and
embedding social and primary care integration into
digital models will be crucial to prevent

similar bottlenecks.
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comparisons

Australia’s mental health system stands at a critical
crossroads, where digital transformation offers an
opportunity to either reinforce existing inefficiencies or
drive systemic reform. The experiences of other nations
provide important lessons for Australia. The UK’s struggle
with overwhelming demand and workforce shortages
underscores the dangers of expanding access without

Scandinavian mental health systems take a proactive, preventative
approach, ensuring early intervention is embedded within primary
care, workplaces, and social services. Their focus on long-term
outcomes over short-term service provision has led to more
sustainable and equitable systems with lower long-term demand for
crisis care. 2

SGANDINAVIA

Prevention, early intervention,
and systemintegration

kPG

Early intervention as a system priority: Scandinavian
countries invest heavily in preventative care, ensuring that
mental health services are easily accessible before distress
escalates. School-based mental health programs, free or
subsidised primary care mental health services, and low-
barrier access to therapy reduce the likelihood of individuals
needing intensive crisis support.

Workplace mental health as a core strategy: Nordic
countries recognise the link between employment and
mental health outcomes. Workplace mental health
programs—including employer-sponsored therapy, burnout
prevention initiatives, and flexible sick leave for mental
health conditions—reduce pressure on the broader health
system. This approach has helped reduce absenteeism and
prevent mild conditions from becoming severe.

Integrated care models improving continuity of care:
Scandinavian health systems prioritise strong connections
between mental health and primary care, ensuring that
consumers experience continuity of care rather than
fragmented referrals. Digital tools are used to enhance,
rather than replace, primary care connections, ensuring that
mental health treatment is embedded within broader health
and social support structures.

Key lessons for Australia

Scandinavian models highlight the long-term benefits of

investing in prevention, workforce wellbeing, and seamless

system integration. For Australia, this means:

O Embedding early intervention services in schools,

workplaces, and primary care settings to reduce
long-term system burden.

Expanding digital mental health to support
workplace initiatives—providing employees with
self-guided interventions, Al supported
assessments, and virtual therapy options that
complement existing employer-led wellbeing
programs.

Strengthening mental health-primary care
integration through shared digital health records,

stepped-care models that flow seamlessly between

different levels of care, and training for GPs to
better manage mental health concerns.

Liability limited by a scheme approved under Professional Standards Legislation.

addressing system-wide capacity constraints, while
Scandinavia’s integrated, preventative approach highlights
the long-term benefits of investing in early intervention and
system-wide coordination.

To build a sustainable, consumer-centred mental health
system, Australia must take a strategic, whole-of-system
approach that avoids the pitfalls of fragmented service
expansion. Key priorities include:

A shift from crisis-driven care to prevention and early
intervention, ensuring services are available well before
distress escalates to acute need.

Embedding mental health into primary care, workplaces,
and schools, ensuring continuity of support rather than
disconnected interventions.

Integrated, whole-of-system models, where digital
solutions are enhancements to, rather than
replacements for, traditional mental health services.

By learning from international models and focusing on
structural reform, Australia has the opportunity to design
a digitally enabled, structurally resilient system that
delivers accessible, effective, and sustainable mental
health care.
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12 Sweden ranks among the top high-income countries for healthcare equity,
emphasising equal access to services based on need.
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Mental health care cannot be treated as a finite resource
e 0 n s or ] e rm to be rationed, nor can it continue to be a system that only
responds to crisis. Instead, Australia needs a cohesive,

integrated, and scalable model, that:

u | u
flxe s [ Re th I n I(I n » Shifts commissioning models away from activity-based
[ funding and towards value-based care to incentivise

long-term recovery, not just service provision.

]
s Ste m ue SI n ror » Leverages digital tools to enhance accessibility, triage
demand, and support ongoing care, rather than simply

creating new digital entry points without structural

|
* Invests in long-term, adaptive, and sustainable system-

wide reforms, rather than short-term pilot programs that

fail to scale or embed within the broader service
Despite record levels of service provision, Australia’s landscape.
mental health system is caught in a structural
contradiction: we are treating more yet resolving less. Like
many countries, we are facing a non-satiation problem,
where increased access does not lead to reduced need.
This is not a failure of effort or intent, but of architecture.

Mental health is not a condition to be “fixed” but an
evolving aspect of human wellbeing, that requires
continuous investment in prevention, innovation, and
system-wide integration. To achieve true transformation,
Australia must move beyond reactive solutions and

Without redesigning the way care is commissioned, commit to a long-term vision for mental health that is
integrated, and valued, we risk reinforcing the very accessible, adaptive, and designed to meet the needs of
pressures we aim to alleviate. Expanding services alone - future generations.

without structural reform - will deepen workforce
shortages, dilute quality, and entrench the reactive cycles
that define crisis-driven care. The opportunity now is not
just to scale more, but to reimagine what mental health
care is, who it serves, and how it helps.
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[ Global insights, local experience We’re ready to help
Ab 0 ut KP M G s Approaches that have worked in one jurisdiction can often Around the world, governments, insurers and commercial
be applied to others. By collaborating globally, we help healthcare providers turn to KPMG because of our wide
ignite transformative change by leveraging: breadth and depth of sector knowledge. As a testament to
this, many of the case studies found in this publication clearly
H e a I t h ca r e * A‘global-local’ approach that combines knowledge of illustrate the abilities of KPMG professionals to assist
_ domestic healthcare systems and their stakeholders healthcare organisations and systems in bridging the gap
t with global insights, leading industry practices and between challenges and opportunities.
subject matter experts, allowing organisations to
pra c Ic e navigate their unique challenges while staying on top of No matter where your healthcare organisation is on its
global trends. transformation journey, KPMG’s Healthcare practice can
KPMG is a global organisation of professional services e s cotocisigital health solutions anc e o A eaa e s A L
firms whose consultants provide support to healthcare global alliances with world-leading technology and data needs. A new world of healthcare awaits
systems, providers, and insurance organisations. Our el RanIES: ' '
multi-disciplinary approach allows us to pull resources * A dedicated network of healthcare-sector audit, tax and kpmg.com/au/healthcare
from across geographies, disciplines and areas of advisory professionals.

experience from a network of 5,000 dedicated
professionals who are focused on healthcare in more than
70 countries and jurisdictions. This network includes
almost 200 clinicians who have a wealth of frontline health
and care experience as physicians, nurses, paramedics,
psychologists, social workers and other professions.
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