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An overview of the shortage of primary care services in 

rural and remote areas  

  

Overview 

The AIHW Report Australian health expenditure by remoteness (2011) shows that people in 

rural and remote Australia have substantially less equitable access to the health services it is 

currently possible to measure by geographical region.  In particular, they have less than their fair 

share of government outlays on:   

 

 primary care, diagnostic, specialist services and other out of hospital services; 

 PBS scripts; and  

 non-acute hospital care and same-day hospital services.  

 

Because people in regional and remote areas had less access to primary care and specialist and 

diagnostic services in 2006-2007 than the people who lived in Major Cities, they had in total 

12.6 million fewer services, and government MBS outlays were  $661 million less than if Major 

Cities rates had applied. MBS payments for in-hospital services in rural areas also fell short by 

over $150 million, bringing the total MBS shortfall in 2006-2007 to $811m (which, taking four 

years‟ price and population changes into account, would be in excess of $1 billion today.) 

 

The same people who experienced  this deficit in primary care also had around 11 million less 

PBS scripts compared with Major Cities usage, taking into account the higher number of 

concession card holders in regional Australia (45 per cent compared with 30 per cent in Major 

Cities). Government outlays were about $500 million than would have been the case if Major 

Cities rates applied.   

 

Serious shortfalls in rural access are also likely in areas of health service not able to be 

categorised by region and so not included in the AIHW report.  The most important of these are 

oral health and allied health care, non-PBS medications and aids and appliances. The Alliance 

estimates that the total pharmacy expenditure deficit to be about $850 million, while oral health, 

allied health and aids and appliances expenditures fell short by $800-$1,045 million.  The 

Alliance estimates that, compared to Major Cities, the overall shortfall in Medicare, pharmacy 

and other primary care outlays was of the order of $2.4 to $2.7 billion per annum.  
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Table 1: Summary of overall rural health deficit 2006-07 

Item $ million Total 

MBS – primary and related care deficit
 1
 661  

MBS – in-hospital deficit 
2
 150  

Total Medicare deficit  811 

   

PBS deficit 
3
 500  

Other pharmaceuticals deficit 
4
 350  

Total pharmacy deficit  850 

   

Oral/dental care deficit 
5
 340-500  

Allied health services deficit 
6
 260-345  

Aids and appliances deficit 
7
 200  

Total other primary care deficit  800-1045 

   

Total primary care and related deficit  2,461-2,707 

   

Aged care deficit 
8
 500 500 

   

Public hospital „overspend‟ 
9
 1,381  

Private hospital „underspend‟ 
10

 552  

Net hospital „overspend‟  829 

   

Estimated total ‘rural health deficit’  2,132-2,378 
1   

AIHW figure: includes services from GPs and specialists, diagnostic tests, pathology and radiology. 
2
  AIHW figure: Medicare rebates for in-hospital services to private patients. 

3
  Alliance estimate based on higher proportion of concessional cardholders outside Major cities. 

4
  Alliance estimate of lower usage of scripts not eligible for PBS rebate.  

5
  Alliance estimate based on total national cost (from AIHW) and mal-distribution of oral health workforce. 

6
  Alliance estimate based on total national cost (from AIHW) and mal-distribution of allied health 

workforce. 
7
  Alliance estimate assuming 20 per cent lower access to primary care and rehabilitation than in Major 

Cities. 
8
  Alliance estimate, adjusted for aged care needs of Aboriginal and Torres Strait Islander people aged 50-69. 

9
  AIHW figure: Note that this relates to services for people from rural and remote Australia, not necessarily 

in hospitals in rural and remote areas. 
10 AIHW figure.  Attributable to lower rates of private health insurance and fewer private hospitals in rural 

and remote Australia. 

 

Country people also had slightly less access to non-acute hospital services such as rehabilitation, 

palliative care, geriatric and newborn care.  

 

Regrettably, but not surprisingly, the only area of higher service usage for people in rural and 

remote Australia was in acute care hospital admission rates. Overall, country people experienced 

an extra 60,000 episodes of acute care in 2006-2007, and an extra190,000 episodes of overnight 

stay, costing the government an extra $829 million. 
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Many of these extra acute care episodes would be avoidable with an improved focus in the rural 

health care system on primary, diagnostic and early intervention services.  Ironically, it is for 

acute care services that rural people are most likely to have to travel to Inner Regional base 

hospitals, or to Major Cities.  This adds to the burden of their acute care needs. 

 

It is a matter of great concern that the situation worsened from 2001-02 to 2006-07, with rural 

access to health care services and the rural share of government outlays declining in nearly all 

categories of health care expenditure. This decline in relative access over the period was of the 

order of 10 per cent.  

 

Aged Care 

The provision of aged care, or its shortfall, affects hospital usage. The Alliance estimates that 

aged care expenditures fall short of major city rates by close to $500 million per annum (2007-

2008 figures) which, together with the shortfall in primary care and related services estimated 

above at $2.4 -2.7 billion, means that the overall shortfall in non-hospital outlays in rural and 

remote Australia was of the order of $3 billion in 2006-2007.   

 

The end result is a population that does not enjoy equitable health outcomes, or the „universal 

access‟ to health services that is the underpinning principle for the Australian health care system.  

 

AIHW ANALYSIS 

The AIHW report analyses 56 per cent of recurrent health expenditure (Figure 1).  

 

 
Figure 1. Categories of expenditure  
 

As can be seen, the health expenditures in the AIHW report are dominated by services provided 

to patients admitted to public hospitals.   
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What is most desirable in a health system is its capacity to keep a person out of hospital.  The 

simple algorithm in which the surplus spent on acute care (public hospitals) is netted off the 

primary care deficit (Medicare plus PBS) would understate the extent to which the rural health 

system is out of kilter.  The primary care underspend causes much of the acute care overspend, 

so to regard the latter as an ameliorating item is intrinsically „unhealthy‟. 

Primary, diagnostic and specialist care 

Major shortfalls in access to most categories of primary, diagnostic and specialist care translate 

into less government expenditure on services for people in rural and remote communities 

compared to Major Cities.  These shortfalls, which occur despite all the incentives provided and 

measures taken by both Commonwealth and State governments to bring health professionals and 

health services to rural areas, are summarised in Table 2 (below). 

 

Perhaps the most significant is the Medicare deficit. Wherever one lives, “No doctor means No 

Medicare”.  In 2006-07 there was a deficit of $811m in MBS benefits paid for all services to 

rural people.  When adjusted for increased population and current prices, this represents a current 

shortfall of over $1 billion per annum.   

 

This spending deficit can be re-stated as an absence of services.  In 2006-07 the people who live 

in regional and remote areas experienced a shortfall of 12.6 million MBS-funded services.  And 

this service shortfall will be repeated every year. 

 

This aggregate MBS service shortfall is comprised of 6.7 million services from GPs and others 

giving primary care - the point of first contact with the health care system (valued at $284 

million per annum) - and shortfalls of 2.02 million specialist consultations, 0.75 million imaging 

services and 3.2 million pathology services. 

PBS scripts 

There is also a substantial shortfall in regional and remote people‟s access to pharmaceuticals 

through the PBS scheme. While the AIHW report shows a minimal shortfall (about $25 million) 

in PBS benefits paid to rural Australians, it also notes that there are proportionately substantially 

more concession card holders in regional areas than in Major Cities (almost 45 per cent 

compared with 30 per cent in Major Cities).  Adjusting for this greater proportion of concession 

card holders, the Alliance estimates the annual shortfall in PBS benefits to be of the order of 

$500 million in 2006-2007 – or around 11 million scripts a year. 

 

This brings the total shortfall in vital health services that keep people out of hospital to 3.6 

services for each country person, each year. 
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Table 2: Deficits by service number for various types of service 

SERVICE TYPE Inner 

Regional 

Outer 

Regional 

Remote Very 

Remote 

Total 

‘rural’ 

MBS services  

 

GPs, other PC 

 

% shortfall cf  MC rate 

 

Specialists  

 

% shortfall 

 

Pathology 

 

% shortfall 

 

Imaging 

 

% shortfall 

 

TOTAL 

 

% shortfall  

 

 

3,568,895 

 

16% 

 

992,779 

 

26% 

 

1,592,816 

 

10% 

 

341,641 

 

11% 

 

6,496,131 

 

14% 

 

 

2,187,338 

 

20% 

 

747,330 

 

41% 

 

1,195,848 

 

155% 

 

266,734 

 

18% 

 

4,397,250 

 

21% 

 

 

509,639 

 

30% 

 

179,072 

 

62% 

 

284,833 

 

23% 

 

81,946 

 

35% 

 

1,055,490 

 

31% 

 

 

392,834 

 

44% 

 

106,618 

 

70% 

 

136,625 

 

21% 

 

64,027 

 

53% 

 

700,104 

 

41% 

 

 

6,658,706 

 

 

 

2,025,800 

 

 

 

3,210,123 

 

 

 

754,348 

 

 

 

12,648,975 

PBS Scripts*  
 

Shortfall 

 

 

5,220,000  

 

 

3,810,000 

 

 

1,400,000 

 

 

740,000  

 

 

c.11,000,000 

*Estimated, having adjusted for substantially higher levels of concession cardholders in rural Australia. 

 

Hospital care   

Where hospitals are concerned, the AIHW report is limited to expenditures on admitted patient 

services in 2006-2007 totalling $28.5 billion. This is approximately 80 per cent of total hospital 

outlays from all sources in that year. 

 

While the report was unable to allocate non-admitted services, the AIHW State of the 

Environment Report 2001 suggests that rates of non-admitted patient services outside 

metropolitan areas averaged about the same as in metropolitan areas, with higher levels of 

accident and emergency services offset by lower numbers of other services such as rehabilitation.    

 

Overall, the picture is one of people in rural and remote areas requiring approximately 60,000 

more admissions for acute care episodes per annum than their Major City counterparts – with the 

difference being especially large for those who live in remote (ASGC RA 4) and very remote 

(ASGC RA 5) areas. Ironically, it is for acute care services that rural people are most likely to 

have to travel to Inner Regional base hospitals or to Major Cities for such services, thus adding 

to the burden of their acute care needs.  

 

There was also greater per capita expenditure on admitted patient services across all regional and 

remote categories than in Major Cities. 
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Table 3: Number of hospital services to admitted patients compared with Major Cities rates, 2006-07 

Region IR OR R VR TOTAL 
Acute -17,806 24,950 18,570 34,135 59,849 

Not Acute -18,635 -9,703 -1,799 Na -30,132 

Compared with 

MC rate 

 

Expenditure 

 

-3% 

 

 

+$167m 

+11% 

 

 

+$299m 

+37% 

 

 

+$155m 

+97% 

 

 

+$208.2m 

+4% 

 

 

$829 m 

   

Why greater levels of acute care 

The reporting above on the lower levels of access to a wide range of primary and secondary care 

services would suggest that people in rural and remote Australia present later and sicker to 

hospitals than their counterparts in Major Cities. This supposition is supported by the AIHW‟s 

Statistics for 2006-2007 on potentially preventable hospitalisations. 

 
Table 4 Potentially preventable hospitalisations, 2006-2007 

 MC IR OR R VR 
Sep. rate per 1000 pop. 30.18 34.42 40.35 65.08 70.54 

Population  14,298,739 4,121,127 1,980,209 316,271 166,434 

Total avoidable separations      431,536      141,849        79,901    20,583    11,740  

Avoidable separations as % 

all separations 8% 9% 11% 18% 15% 

 

Seventy percent of Aboriginal people live outside major cities. Their far greater health needs are 

likely to contribute in substantial measure to the reported excess of acute hospital care episodes 

in remote and very remote areas. 

Per capita hospital costs in Remote Areas 

The per capita hospital costs are higher in remote areas because of higher levels of total 

admissions overall for people from those areas (about 30,000 more), as well as higher levels of 

acute care.  A greater proportion of those from remote areas who are admitted to public hospitals 

stay overnight, rather than having same-day treatment.   

In addition to greater levels of acuteness, this tendency to longer stays suggests that local 

hospitals provide accommodation and care because of lack of access to residential aged care, to 

rehabilitation services, and to domiciliary support for patients who no longer require acute 

inpatient care. 

Situation worsened in first half of decade 

Across all service types and in all regions except for Very Remote, reported per capita aged 

adjusted expenditures worsened in comparison to outlays in Major Cities between 2001-02 and 

2006-07.  
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Table 5: Percentage change in age standardised expenditure per person, 

adjusted to 2006-07 prices, 2001-02 to 2006-07   

 MC IR OR R VR Australia 

 Per cent change 2001-02 to 2006-07 

Hospitals 19.5 9.8 7.5 8.2 5.2 15.3 

GPs 4.9 -4.1 -3.8 -0.3 13.5 2.5 

Pathology 2.8 -6.3 -6.7 -2.8 40.4 0.2 

Imaging 4.1 -5.8 -6.2 -11.5 0.7 1.1 

Specialists -6.6 -13.9 -17.3 -20.6 -9.3 -8.6 
Source: AIHW 2011 

 

Apart from expenditure in public hospitals, per head expenditure fell for all types of service in all 

regional and remote areas apart from Very Remote. 

 

It is particularly interesting to note that expenditure per person from Very Remote areas on GPs 

bucked the trend for other regional and remote people.  The massive rise in per head expenditure 

on pathology for people in Very Remote areas is worthy of further investigation. 

 

 
 

-30

-20

-10

0

10

20

30

40

50

MC IR OR R VR

Remoteness of residence

P
e
rc

e
n

t 
c
h

a
n

g
e

Hospitals

GPs

Pathology

Imaging

Specialists

 
Figure 2: Percentage change in age standardised expenditure per person, adjusted to 2006-07 prices, 

2001-02 to 2006-07  

Source: AIHW 2011 
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Areas of health service not able to be addressed in AIHW report. 

The AIHW Report does not deal with outlays across several categories of expenditure.  The 

Alliance believes that for this 44 per cent of total expenditure there is sufficient evidence to 

indicate that – here too – there would be a substantial net deficit in both services and outlays for 

country people compared to those in Major Cities.  

Other primary care/out-of-hospital services 

As is well-known, access to a wide range of other primary care and out-of-hospital health 

services is limited by the lack of health professionals in rural and remote Australia.  

Oral health  

If rural residents had proportionate access to oral health care, rural expenditure on such care 

would be of the order of $1,700 million per annum. 

 

However, the AIHW study, Geographic Distribution of the Australian Dental Labour Force, 

2003iv, reported the distribution of practising dentists as 56.2 in Major Cities , falling away to 

33.6 in Inner Regional, 26.6 in Outer Regional and 22.9 in Remote/Very remote areas while in 

Outer Regional there were only 1.1 dental hygienists, compared to 3.8 per 100,000 in Major 

Cities.  

 

On that basis, the NRHA estimates that the shortfall in expenditures on oral health care, albeit 

largely consumer-funded, was of the order of $400-500 million per annum in 2006-2007. 

Allied health 

Providing rural residents with proportionate access to allied health services would require rural 

expenditure in the order of $863 million per annum. 

 

The allied health professions comprise about 18 per cent of the health workforce in Australia and 

are vital contributors to multidisciplinary health care.  

 

There is a dearth of information on access to allied health services and on the nature and the 

distribution of the allied health workforce in rural and remote Australia. The National Allied 

Health Workforce Report (2003) showed that only 20.5 per cent of practising psychologists were 

reported as working in rural and remote regions. This equates to 0.83 psychologists per 10,000 

head of population in very remote areas and 3.44 in Inner Regional centres, compared to 5.92 per 

10,000 head of population in major capital cities. Where MBS funding is available for those with 

chronic conditions and with mental health conditions, ratios of expenditure in regional and 

remote areas were only 70, 40, 19 and 8 per cent respectively of the Major Cities rate. 

 

Overall, a service deficit for access to allied health services of 30-40 per cent is likely, with an 

annual expenditure deficit of $260-$345 million - again largely consumer-funded. 

Non PBS-medicines 

A proportionate use of non-PBS medicines in rural areas would result in expenditure in the order 

of $1,700 million per annum. The relatively poor access by rural people to PBS medicines is 



10 

 

likely to mirror under access to non-PBS medicines and a 20 per cent shortfall would be valued 

at around $350 million. 

 

Aids and appliances 

 

Proportionate access to aids and appliances in rural areas would result in expenditure in the order 

of $1,000 million per annum. The poorer access to primary care, including to GPs, other primary 

care professionals and to allied health, is likely to be mirrored in lower access to aids and 

appliances and a 20 per cent shortfall would be valued at around $200 million. 

 

Thus, for these four vital categories of health services, rural Australia would face a further deficit 

of $1,650-$1,845 million. 

Other gaps in the rural health information base 

The new AIHW report does not address the issues of equity in aged care services and outlays, or 

in private hospital insurance.   

 

Aged and community care services are complementary to health services and, in many cases in 

rural areas, an integral part of the health care system, for example through the 130+ (and 

growing) number of Multi-Purpose Services.  An AIHW report on aged care (2008-2009) shows 

that country regions other than Very Remote have at least a 2 per cent shortfall in the provision 

of aged care, compared to Major Cities. It also notes that, if adjusted for Aboriginal aged care 

needs for people age 50 -69, the provision of aged care services falls short nationally by an 

additional 2.9 per cent. Given that 70 per cent of Aboriginal people reside in rural and remote 

Australia, it can be concluded that most of this additional shortfall would also be in rural areas. 

With government aged care outlays of $10 billion in 2008-2009, the Alliance considers that aged 

care provision could be short by close to $500 million, even before considering the likely higher 

costs of providing aged care services in rural and remote areas.   

 

Equitable provision of aged care services is crucial now, and will become increasingly so as the 

population ages and as the share of older people in regional areas (especially Inner Regional) 

increases.  Information on the adequacy of aged care services is therefore vital to assess the 

adequacy of the health care system in rural areas. 

 

The important role of private hospitals in the provision of health services also points to the need 

for much better information and reporting on the distribution of private health insurance. In 

2006-2007 private hospitals provided about 25 per cent (by cost) of all admitted patient services, 

and there is a major cost to the public purse of the subsidies available for private insurers.  

Further information is also needed for inter-regional comparison (not to mention for population 

needs-based planning and funding) of the health needs of Aboriginal peoples. 
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Recommendations 

1. Governments and their agencies should move to augment data collections on health services 

and costs to enable the complete picture of health and aged care provision in regional and 

remote Australia to be assessed. 

2. There is a very strong case for Federal and State governments to boost both proportionate 

and total expenditure on primary care, diagnostics, specialist care and access to PBS for 

residents of regional and remote areas
1
. 

3. An increased focus on rural and remote heath would provide strong support for governments‟ 

progress towards national health goals. The Government‟s COAG goals are unlikely to be 

met without improvements in rural and remote areas, with the current status in those areas 

pulling down national figures.  The stronger focus would require both better access in 

country areas to primary care as well as development of healthy economic, educational and 

physical environments.) 

4. The extent and causes of the public hospital „overspend‟ on people from regional and remote 

areas should be further investigated. 

5. It is important to properly assess the magnitude of aged care under-servicing, especially 

taking into account the needs of Aboriginal peoples and the consequent need for regional and 

remote hospitals to fill the gap. 

6. There should be further investigation of the means by which people from regional and remote 

areas can be given better access to same-day acute care services
2
.  

7. A better understanding of the geographic distribution of private hospitals should be 

developed, as well as an understanding of how they can be made more accessible to residents 

of regional and remote areas. 

8. A more equitable distribution of all health professionals should be a key health policy 

objective of all governments. 

9. There should be a better understanding of the contribution of the health sector to the 

economic activity and sustainability of regional and remote communities. 

10. Reflecting the importance of the broad determinants of health, a comprehensive analysis by 

rurality of government expenditures related to health would include expenditure on areas 

such as secondary and tertiary education, housing, employment support and infrastructure. 

                                                 
1
 Given the poorer health outcomes in regional and remote areas, expenditure on primary care should be higher there 

than in Major Cities, not lower.  Better access to primary care will need a substantial improvement in the supply of 

the traditional health workforce as well as workforce redesign and greater efficiency. 
2
 Overnight separations are more expensive than same day separations. If rural people are not able to access day 

surgery, this places them at both a financial and health disadvantage. 


