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Executive Summary 

The National Rural Health Alliance is the peak non-government organisation working 
to improve the health of people throughout rural and remote Australia.  

The views expressed by the Alliance are not necessarily the views in every respect of 
each member organisation.  

The National Rural Health Alliance exists because the health status of rural and 
remote Australians is lower than that of those who live in metropolitan areas. This 
inequality in health outcomes reflects both inequalities in access to health services and 
broader socio-economic inequalities. The Alliance is concerned to ensure a balanced 
debate on all aspects of the rural and remote health problem, including proper 
recognition of the role of indigenous health, health service professionals, hospitals, 
rural and regional development issues, and broad socio-economic issues.  

All of the State, Territory and Commonwealth Departments of Health, as well as the 
National Rural Health Alliance, agreed to and are now promoting Healthy Horizons � 
a framework for improving the health of rural, regional and remote Australians. We 
commend this document to the Senate Inquiry. It provides a holistic approach to 
improving health and health services in the next five years and provides an important 
general framework for funding of public hospitals and related issues.  

One of the underlying themes of this Submission to the Senate is that the services of 
hospitals are inextricably linked with other health and health-related services. This is 
nowhere more strongly the case than in rural and remote areas. The absence of a 
hospital in some of those areas, and the limited range of acute health care services in 
many others, means that the real question is how acute health care can be delivered to 
all people, irrespective of the existence of an institution called 'hospital'.  

This has implications for some of the Inquiry's terms of reference, including for 
example the question of whether resources (for the public hospital system) are 
'adequate'.  

The Alliance recognises that potential changes to the mix of health services is bound 
up with the question of the expectations of consumers for services. The Alliance 
recommends that the Inquiry promote a greater interest in how these expectations are 
formed and how they may be transformed. Such work has the capacity to lead to a 
better distribution of health resources to health promotion and illness prevention 
work, at the expense of (sic) the traditional roles of hospitals.  

The Alliance also has a recommendation about alternative funding options for the 
health system overall. The Medicare principles should be sacrosanct, but not the 
detailed structure of the health financing system, because it currently fails to deliver 
benefits equitably to country people. Inequity in access to the services of public 
hospitals is a part of this overall imbalance. The Alliance is currently engaged with 



 

 

the Department of Health and Aged Care in work to evaluate options for financing in 
rural and remote areas. The results of this project may be available to the Senate 
Inquiry before it is due to report in June 2000.  

After a brief section on what the Alliance is and what it does, the Submission outlines 
the status of health in rural and remote areas. It then provides a brief overview of the 
place of the public hospital system in the overall health system, and summarises the 
availability of hospital services in rural and remote areas. Regional centres provide 
services to their surrounding towns and remote areas, as well as to the people who live 
in the centre itself, so they have some of the size and service characteristics of 
hospitals in the capital cities. The corollary of this is of course that hospitals and acute 
care services are sparse in smaller communities and remote areas. This provides a 
major challenge to health service providers and the Alliance has a strong interest in 
this challenge. It raises important issues with respect to transport services related to 
the health system, emergency evacuation, and the place of technology in acute health 
services.  

Another recommendation in this submission relates to the capacity for changes to the 
FBT regime to reduce the services of hospitals and other health providers in remote 
areas, unless the proposed changes are amended.  

The Submission then deals with some of the specific terms of reference of this Senate 
Inquiry. The Alliance recommends greater attention to the Patients' Assistance Travel 
Scheme (now in the hands of the States and the Northern Territory) which provides 
the only means for some people to access hospitals. The Alliance recommends further 
support for Coordinated Care Trials (which have the capacity to reduce the demand 
for hospital services) and for Regional Health Services (or Multi-Purpose Services), 
which provide hospital services in conjunction with other types of service.  

The Alliance also recommends that the Inquiry support further investigation of the 
establishment of autonomous Regional Health Authorities, acting as direct 
fundholders for the Commonwealth. These would represent a very major change in 
the structure of health and hospital funding and operation, one that rural and remote 
people would have a strong interest in assessing. However, it is a major step and 
needs to be considered with care and sensitivity, not solely in the context of a single 
Senate Inquiry.  

Recommendations 

1. The Australian Health Care Agreements should be used as the vehicle for 
ensuring that the States and the Northern Territory spend a "30 per cent fair 
share" of their health budgets on people from rural and remote areas, including 
on hospitals that serve them. The Alliance recommends that the Senate Inquiry 
promotes such a recommendation, in the interests of equity for people in rural 
and remote areas. 
   

2. Greater research attention needs to be given to how the health and health 
service expectations of individuals, families and communities are developed 
and ways in which they may be reshaped. Such work would lay the basis for 
shifting overall health expenditure to health promotion and illness prevention, 
and away from the treatment of illness and disease. Hospitals of the future, 



 

 

and the funding for them, should be expected to amend their structures and 
functions to fit in with a greater emphasis on health promotion and illness 
prevention. 
   

3. The Alliance recommends that the Senate Inquiry promote the view that 
mechanisms that offer an alternative to the subsidisation of Private Health 
Insurance be adopted so that country people have a "30 per cent fair share" of 
the resources allocated to private health insurance incentives. 
   

4. The Alliance recommends that the Inquiry promote the view that data from 
and about public hospitals be better integrated with data from other sources. 
These data should be analysed (including the cross-matching of data from 
different sources) and made available to the individuals and communities from 
which they are collected. The data and the analyses should also be made 
available to those interested in using them for research and evaluation of 
health outcomes, services, interventions etc.  
   

5. The Alliance recommends that organisations delivering rural and remote 
health services continue to have an extended exemption from Fringe Benefits 
Tax (FBT) in respect of staff they employ. The exemption should be capped at 
30% of the gross amount of salary, with an overall cap at 30% of a salary of 
$82,000. 
   

6. The Alliance recommends that there be a national review, in which 
Commonwealth, State and Northern Territory Governments are involved, of 
the Patients' Assistance Travel Scheme or its equivalent. In this review special 
consideration should be given to patients from remote areas, including 
Aboriginal and Torres Strait Islander people. 
   

7. The Alliance draws the attention of the Senate Inquiry to the joint project it is 
undertaking with the Department of Health and Aged Care on options for 
health financing in rural and remote areas, and asks the Inquiry to consider the 
Project's findings and recommendations when they become available in mid-
2000. 
   

8. The Alliance recommends the Senate take a long term interest in proposals to 
establish Regional Health Authorities as fundholding agencies of the 
Commonwealth to purchase and provide health services for their regions. 
   

9. The Alliance recommends that the Senate take a continuing interest in the 
Coordinated Care Trials in rural and remote areas and in particular their 
capacity to deliver better health outcomes, including through leading to lower 
rates of admission to hospital. 
   

10. The Alliance welcomes the extension of Multi-Services or Regional Health 
Services and recommends that the Senate Committee take a continued interest 
in their capacity to deliver integrated health, aged care and community 
services to smaller rural towns in which there is no traditional 'hospital'. 
   

11. The Alliance recommends the reestablishment of a public oral and dental 
health program. The Senate Inquiry should note the continuing poor state of 



 

 

oral and dental health among people on low incomes, including in rural and 
remote areas, and the burden that this places on the acute health care system, 
including public hospitals. 
   

12. The Alliance recommends that funding formulae for country hospitals take 
greater account of 'rurality' including the need for hospitals in those areas to 
plan transfers, transport, discharge and continuity of care in such a way as fits 
the logistical needs of their patients and families. 

Definitions of Rural and Remote Places in Australia  
The RRMA Classification 

The 1994 Rural, Remote and Metropolitan Areas (RRMA) Classification divides the 
nation as follows:  

STATE OR TERRITORY  

Metropolitan Areas  

o Capital City  
o Other Metropolitan Centre (population of 100,000 or more) 

Non-metropolitan Zones  

o Rural Zone  
�� Large Rural Centre (population 25,000-99,999)  
�� Small Rural Centre (population 10,000-24,999)  
�� Other Rural Area (population less than 10,000) 

o Remote Zone  
�� Remote Centre (population of 5,000 or more)  
�� Other Remote Area (population less than 5,000) 

The ARIA Classification 

The Accessibility/Remoteness Index for Australia (ARIA) classification is a strictly 
geographic measure of remoteness in terms of accessibility. Access is measured along 
a road network from 11,338 populated localities to four categories of service centres:  

Category A: more than 250,000 persons  
Category B: 48,000 � 249,000 persons  
Category C: 18,000 � 47,999 persons  
Category D: 5,000 � 17,999 persons. 

The resultant values are grouped into five categories, based on natural breaks in the 
data, balance across categories, and broad compatibility with RRMA: 
   

• Highly Accessible (ARIA score 0-1.84) � relatively unrestricted accessibility 
to a wide range of goods and services and opportunities for social interaction. 
   



 

 

• Accessible (ARIA score 1.84-3.51) � some restrictions on accessibility of 
some goods, services and opportunities for social interaction. 
   

• Moderately Accessible (ARIA score 3.51�5.80) � significantly restricted 
accessibility of goods, services and opportunities for social interaction. 
   

• Remote (ARIA score 5.80�9.08 ) � very restricted accessibility of goods, 
services and opportunities for social interaction. 
   

• Very Remote (ARIA score 9.08-12) � locationally disadvantaged � very little 
accessibility of goods, services and opportunities for social interaction. 

Rural and Remote Areas and Hospitals  
Health Status and Health Services in Rural and Remote Areas 

The relationship between health status, health risk factors, socio-economic factors and 
ethnicity (i.e. Aboriginality) is very complex.  

There is a range of factors that influence overall health status. This is particulary so 
given the definition of 'health' used by the Alliance, being social, emotional and 
physical well-being.  

Overall, nevertheless, there are some important differences between metropolitan and 
rural and remote Australia. Compared with their metropolitan cousins, people in rural 
and remote areas:  

• have poorer health status, especially for a number of key health indicators and 
in key disease areas;  

• experience greater exposure to a range of health risk factors;  
• are of lower socio-economic status and bear the consequent impacts; and  
• are in populations with higher proportions of Aboriginal and Torres Strait 

Islander people. 

While patterns and levels of access and utilisation of health services are also complex, 
a number of key differences are apparent between different areas in the RRMA 
classification (described at the front of this Submission).  

Compared with the metropolitan categories, rural and remote areas have:  

• lower levels of access to a range of medical specialists, GPs and retail 
pharmacists (with the exception of 'Large Rural' places);  

• lower levels of utilisation of primary medical care under the MBS (as 
measured in GP services/capita, MBS expenditure/capita, average services/GP 
provider and average benefits/provider);  

• lower levels of bulk-billing for services under Medicare;  
• lower levels of utilisation of specialist medical, psychiatric and consultant 

services;  
• lower levels of utilisation of all medical services under the MBS;  
• lower numbers of public and private hospital beds per 100,000 in places 

smaller than the 'Large Rural' places;  



 

 

• lower levels of private health insurance participation (although with 
considerable variation between States); and  

• lower expenditure per available hospital bed (both public and private). 

In general, but with some notable exceptions, all these factors decrease with 
increasing rurality across the RRMA categories.  

A number of indicators related to health increase, on average, with increasing rurality 
(as measured with reference to the RRMA classification). They are:  

• the number of part-time medical practitioners;  
• the number of 'Nursing Home Type Patients' treated in hospitals;  
• the number of hospital separations per 100,000 people;  
• the ratio of public to private hospital beds; and  
• the proportion of specialist consultations undertaken outside the patient's 

region of residence. 

A number of factors vary across RRMA categories without demonstrating the general 
tendency to either increase or decrease with increasing rurality. These include:  

• the number of practising nurses; and  
• levels of utilisation of, and the cost of, pharmaceuticals under the PBS. 

As indicated in these summaries, the 'Large Rural Centres' are comparable to the 
metropolitan areas in terms of:  

• their high number of specialist medical and retail pharmacist services;  
• their high number of acute hospital beds, public and private;  
• high acute care hospital expenditure; and  
• the percentage of specialist consultations that are outside their own centre. 

This reflects the pivotal health service role of large rural centres for people living in 
other rural and remote areas. As well as providing health services to people living 
within the centre they also provide them for people living in the surrounding small 
towns and more remote regions. 

Hospitals in the Australian Health System 

Recurrent expenditure on health in 1995-96 by the government and non-government 
sector, and for the main areas of expenditure, is shown in Table 1. In that year the 
government sector was responsible for 68% of total recurrent health expenditure, 
made up of 47.8% from the Commonwealth and 20.2% from the State/Territory and 
local levels. The non-government sector comprised 32% of total expenditure: 15% 
from individuals, 10% from health funds and 7% from other sources.  



 

 

 

Table 1 Recurrent Health Expenditure1, 1995-96 

Area of health Government sector Non-government sector 

  Commonwealth
State 
and 

Local 
Funds Individuals Other2 

Total 
Non-
govt 

  ($m) ($m) ($m) ($m) ($m) ($m) 
Medical 6,497 - 223 757 395 1,375 
Pharmaceuticals 2,504 11 44 2,063 35 2,142 
Public hospitals3 5,204 5,425 380 13 648 1,041 
Private hospitals 2954 - 2,231 293 364 2,888 
Nursing Homes 2,055 223 - 677 - 677 
Administration, 
public health, dental 

1,156 1,775 1,069 1,149 12 2,230 

Research 395 187 - 125 - 125 
Other professional 195 - 215 758 182 1,155 
Other5 329 232 263 509 65 837 
Total each sector 18,630 7,853 4,425 6,344 1,701 12,470 
% each sector 47.8 20.2       32.0 
1 not adjusted for personal income tax rebate for net medical expenses  
2 includes Workers Compensation and Motor Vehicle Third Party insurers  
3 includes acute, repatriation, and psychiatric hospitals.  
4 this is funding for veterans' care  
5 includes ambulances, aids and appliances and other institutional  
Source: Australia's Health AIHW 1998 

Of the $11.67 billion spent on public hospitals in that year, $10.63 came from the 
Commonwealth and State Governments, in roughly equal proportion.  

In addition to the payments from the Commonwealth, the States and Territories 
devote around $7 billion of their own resources to health. This is one quarter of their 
own total outlays and (with the smaller allocation from local government) it 
comprises 20.2 per cent of total national spending on health. Of that $7 billion of their 
own resources spent on health, $5.4 billion (74 per cent) is spent on public hospitals.  

The Commonwealth money for hospitals (and certain other health services) is 
provided to the States and the Territories through the Australian Health Care 
Agreements (AHCAs). The current agreements run from 1 July 1998 to 30 June 2003.  

The AHCAs guide reform in the public hospital sector. The Agreements are built 
upon the Health Care Agreement Principles, which are set out in the Health Care 
(Appropriation) Act 1998. These principles are  

• that public hospital services must be provided free of charge to public patients;  
• that access to these services must be on the basis of clinical need and within a 

clinically appropriate period; and  



 

 

• that people should have equitable access to public hospital services regardless 
of their geographical location. 

The States are responsible for:  

• the total amount of funds available to the public hospital system;  
• budgets for individual hospitals and the arrangements under which they are 

paid;  
• the number and location of hospitals; and  
• the range of services available at each hospital. 

As shown in Table 1, the two levels of Government each contribute approximately 45 
per cent of public hospital funding, with the other 10 per cent funded by the private 
sector. Total Commonwealth funding under the AHCAs is expected to be $30.8 
billion over the life of the Agreements (July 1998 to 30 June 2003). In 1997-98 public 
hospitals accounted for $12,727 million, or 27% of Australia's recurrent health 
expenditure.  

In addition to funding arrangements, the AHCAs commit the Commonwealth and the 
States to working in partnership to achieve agreed health service delivery reform and 
set out a number of specific areas where reform of the health system and its funding 
may be advanced, including:  

• integration of care through 'measure and share' arrangements;  
• reform of pharmaceutical policy;  
• information technology reform;  
• more responsive funding;  
• additional funding in the area of quality improvement and enhancement;  
• funding for the establishment of a National Health Development Fund;  
• funding for the implementation of the Second National Mental Health Plan; 

and  
• funding for the implementation of the National Palliative Care Strategy. 

The Alliance notes the inclusion in the Australian Health Care Agreements of 
provisions relating to a specific health Plan and Strategy. In future the AHCAs could 
be used as the vehicle for ensuring that the States and the Northern Territory spend 
target proportions and amounts of their health budgets on people from rural and 
remote areas, including on hospitals that serve them. The Alliance recommends that 
the Senate Inquiry promotes such a recommendation, in the interests of equity for 
people in rural and remote areas.  

There are proposals for Regional Health Authorities. This is a big question and the 
Alliance recommends that the Senate Inquiry promote longer term attention to such 
dramatically different models as this. Certainly rural and remote people support the 
notion of regional health and hospital services. Whether regional fund holding would 
be in their interests is another matter. 



 

 

Private Health Insurance and Private Hospitals 

The private sector contributes around 32% of total health expenditure. Despite 
universal coverage under Medicare, over 30% of the population are privately insured 
for private hospital and ancillary services.  

Private hospital admissions account for around a quarter of all hospital days and 70% 
of private hospital acute care activity is funded through health insurance.  

There are significant differences in rates of private health coverage between capital 
cities and country areas. There is considerable variability by State in the level of 
overall coverage, for both hospital and ancillary cover, but participation rates in 
capital cities exceed the rest of the State by around 6% for both forms of coverage.  

The greatest differences between capital cities and the rest of the State for hospital 
insurance are in Tasmania and the Northern Territory, although insurance coverage 
was higher in Tasmania then in most other States. In contrast, there was very little 
difference in private hospitals insurance coverage between Brisbane and the rest of 
Queensland.  

The overall figures obviously reflect the lower level of availability of private health 
services for people living outside capital cities. It may also be a reflection of socio-
economic factors and the relatively low incomes of people in rural and remote areas.  

Table 2 Proportions of People with Private Health Insurance � By Capital City 
and Rest of State 

  NSW VIC QLD SA WA TAS ACT NT AUST
Hospital         

  Capital City 35.2 33.3 31.9 35.6 38.8 47.7 33.1 38.4 34.9 
  Rest of State 26.6 26.4 31.2 23.5 30.1 30.3 - 24 28 
Ancillary         

  Capital City 31.4 23 31 41.4 46 47.2 31.1 36.2 31.8 
  Rest of State 24.2 21 24.5 34.1 39.2 33.5 - 21.8 25.7 
Source: ABS Health Insurance Survey 
June 1998          

 
Nature of Hospitals in Rural and Remote Areas 

"The hospitals range widely in size, facilities, types of communities they serve and 
geographical conditions experienced. There are long established farming areas which 
have many hospitals, often built with community funds after World War I and again 
after World War II. These areas can have towns every 30-60 kilometres with many 
towns having hospitals. Some hospitals can be as little as 20-30 kilometres apart. 
Hospitals can be small outback clinics with one or two overnight beds and the 



 

 

capacity to stabilise emergency patients before transferring them. There are small but 
busy hospitals with 15-25 beds for people who need medical care. There are medium 
sized hospitals which provide obstetrics, some surgery, treat medical patients and 
many of the emergency patients from the surrounding districts. There are large 
hospitals which act as regional or base hospitals and undertake complicated obstetrics, 
a range of surgical procedures, treat complex medical conditions and receive 
emergency patients.  

Many of the smaller hospitals in rural and remote areas care for older people who 
need nursing care. These patients live in the hospital for extended periods often 
waiting for a place in a nursing home in a nearby town. The role of some hospitals has 
changed over the last 10-15 years as clinical practices have changed and people are 
staying in hospital for shorter times and being admitted for new and advanced 
procedures. The community's expectations of safety and successful clinical outcomes 
have increased and smaller hospitals with few cases of each type are deciding not to 
do some surgery. They are concentrating their resources on medical treatment and 
follow-up care of patients. Many hospitals or regional administrations have boards of 
management or community advisory committees which are examining the needs of 
their communities and are redefining the role of the hospital to better meet these 
needs." (Healthy Horizons � A Framework for Improving the Health of Rural, 
Regional and Remote Australians, 1999) 

This extract tells something of the great diversity of hospitals in rural areas. In 
Victoria there was a review of small rural hospitals in 1993-94 following the 
introduction of casemix funding. It recorded the fact that there were 161 public 
hospitals in the State, ranging in size from very large metropolitan teaching hospitals 
with over 400 average available beds to the 57 small rural hospitals with 30 or fewer 
beds (McLean, R in AJRH, 2(4), August 1994).  

Hospital services are inextricably linked with other health services. This is nowhere 
more strongly the case than in rural areas.  

Because of the small size of the local community, hospitals in country areas play a 
different role from hospitals in capital cities. Hospitals in rural areas are totems, 
employers, training institutions, aged care facilities, emergency service providers, 
centres of social cohesion and birthing sites.  

"Small rural hospitals also play a critical role in the history and memory of 
communities, often being the location of significant family and community events 
such as births and deaths. As such they attract fierce community loyalty and in many 
cases have been the symbols of community resistance to unwelcome change." (Rural 
Community Responses to Structural Changes in Health Care, Keating, TP and Calder, 
R, National Rural Public Health Forum, October 1997) 

In addition to all of this, in their present guise hospitals are the quintessential illness 
treatment facilities. A paper entitled "Balancing Health Imperatives with Broader 
Rural Issues", written by Helen Morton in 1991, deals eloquently with the tension 
between the expectations of a rural community and what is possible and effective in 
terms of health delivery. The paper is still very relevant today, and touches on the 
matter of how community expectations can be redefined. This question is a 



 

 

fundamental one for health services everywhere, including especially in rural and 
remote areas.  

All of this explains the difficult history in some areas of the establishment of Multi-
Purpose Services. In their 1997 paper, Keating and Calder also said:  

"The hospital was offered the opportunity through the Multi-Purpose Services 
initiative to survive as a significant provider of health services within its community, 
but in order to do so, had to undergo significant modification in its structure and 
service profile." "The changes which were required of the hospital governance, staff 
and services were profound. They included its physical design, its internal and 
external structural arrangements, and to the underlying design of its service 
infrastructure." "Creating the future for agencies facing major change means that staff 
are required to confront their own beliefs and values which may or may not be within 
the desired framework. Emotions can include resistance, disbelief, grief, a sense of 
loss, anger, confusion as well as support and enthusiasm for change." (ibid) 

The Alliance is a firm supporter of Multi-Purpose Services and of the new Regional 
Health Services which are currently being established under the same program. Their 
establishment provides a major opportunity for community participation in local 
planning based on local needs. In the Alliance's view Regional Health Services should 
be developed in such a way as to integrate such services as ambulance, pharmacy, 
disability, mental health, marriage guidance and counselling and even the work of 
Rural Counsellors and the new Rural Transaction Centres, as well as acute, aged and 
domiciliary care.  

The Alliance is also positive about the capacity of small acute care facilities (whether 
called 'hospitals' or not) to be the centre of integrated local services.  

"While small rural hospitals dis-economies of scale in some aspects of their 
operations, their smaller size also means that they are not constrained by the 
bureaucratic processes and the hierarchical structures of the larger institutions. This 
means they have greater flexibility, can re-direct resources more readily and proceed 
more quickly on implementing issues when priorities have been decided." "They can 
develop partnership arrangements with other service providers including for 
comprehensive pre-admission support for patients, management of patients in their 
homes, domiciliary midwifery, improved inpatient pharmaceutical services and 
community education activities such as for the prevention of falls by the elderly." 
(Arnold-Garvey and 18 (sic) associate authors from the Moruya Hospital in southern 
New South Wales, to the 4th National Rural Health Conference, Perth 1997.) 

These complex issues show why 'the adequacy of funding for public hospitals' has to 
be considered in the broadest sense.  

Hospitals in country areas also play a particular role in the training of doctors, nurses 
and allied health professionals. The local hospital is used for after-hours service as 
well as being the institution in which health professionals maintain and improve their 
skills. The formulae applied to rural hospital funding do not take into account their 
special place as training institutions. Any further erosion of the health infrastructure 
will make it even harder to find placements for health professionals in rural areas.  



 

 

A related issue that is receiving considerable current attention is finding 
accommodation for health professionals on rural placements. The closure of nurses' 
quarters, for example, means that it is now more difficult to find satisfactory 
placement accommodation for health professionals in small country towns.  

Availability of Hospital Services in Rural and Remote Areas 

Hospital services can be measured in a number of different ways, including by 
reference to:  

• the provision of beds;  
• expenditure per available hospital bed; and  
• acute care hospital expenditure per person. 

Hospital Beds  

In 1995 large rural centres had the highest provision of acute care hospital beds per 
100,000 population for any RRMA category, for both private and public hospitals 
(Figure 1). The overall provision of hospital beds is fairly similar across the other 
RRMA categories, varying between 457 hospital beds per 100 000 population in the 
'Capital Cities' category and 411 hospital beds per 100 000 population in the 
remainder of Australia category (this category includes 'Other Rural', 'Remote Centre' 
and 'Other Remote' categories). The major difference between these categories is the 
mix of private and public beds in each RRMA category. There is a greater proportion 
of private hospital beds in metropolitan areas.  

Figure 1 Number of hospital beds 1995-96  

 

Due to privacy restrictions, information on beds available in private hospitals in remote zones is not provided separately.  
"Remainder of Australia" includes 'other rural areas', 'remote centres' and 'other remote areas'  
1. Based on daily average available beds for 1995-96 where available, and beds at 30 June 1996 where not available.  
2. Includes Same Day Facility beds  
Source: AIHW 1998  

These figures have to be interpreted in the context of the role that hospitals play in 
different areas with regard to both area serviced and services provided. For example, 
hospitals in small rural areas generally have a greater proportion of nursing home type 
patients (NHTP) who, in most cases in a metropolitan region, would not be cared for 
in a hospital. Hospitals in large rural centres also play an important part in providing 



 

 

care to patients from more remote areas whose care needs are too complex for 
treatment in a small rural hospital.  

Expenditure per Available Bed  

A more complete picture of the availability of hospital services to rural and remote 
areas and the roles that these hospitals play in the community is derived by analysing 
expenditure per available hospital bed (Figure 2). 

Figure 2 Expenditure per available hospital bed, 1995-96 ($'000)  

 

Due to privacy restrictions, information on expenditure per available hospital bed is not separately available for private hospitals in 
remote zones.  
'Remainder of Australia' includes 'other rural areas', 'remote centres' and 'other remote areas'  
1. Based on daily average available beds for 1995-96 where available, and beds at 30 June 1996 where not available.  
2. Includes expenditure on out-patient activity  
Source: AIHW  

Expenditure per hospital bed for both private and public hospitals in the 'Capital 
Cities' RRMA category is double that of the remainder of Australia category. 
Expenditure per hospital bed in large rural centres was 20 per cent less then that in 
capital cities. This difference is largely due to the type of services provided in 
hospitals in each category. Specialist procedures of greater complexity are performed 
to a greater extent in large hospitals, particularly those in metropolitan areas, while 
nursing home type patients constitute a significant proportion of patients in hospitals 
in areas which are more remote.  

Hospital Expenditure per Person  

In 1995-96 acute care hospital expenditure per capita was by far greatest in 'Large 
Rural Centres' for both public and private hospitals (Figure 3). It was very low for the 
'Remainder of Australia' category.  



 

 

 

Figure 3. Acute care hospital expenditure per capita, 1995-96  

 

1. Based on daily average available beds for 1995-96 where available, and beds as at 30 June 1996 where not available  
2. Includes expenditure on out-patient activity  
3. Based on patients' area of residence, not location of hospital  

Separation Rates  

Separation rates are a measure of the number of hospitalisations per capita. "Overall, 
hospitalisation rates are higher for people from rural, regional and remote areas than 
from metropolitan areas" (Healthy Horizons, p 40 ff).  

As figure 4 indicates, there was an inverse relationship between separation rates and 
accessibility, that is, residents of remote areas (those areas with least access to such 
services) had greater a number of hospitalisations per person then residents of rural 
and metropolitan areas (areas with greater levels of accessibility). At the same time, 
separation rates for patients in public and private hospitals differed by ARIA. The 
rates for public hospitals exhibited the same trend as that for the total separation rate. 
However the separation rate pattern for private hospitals was the opposite: residents of 
areas with low accessibility had lower levels of separations in private hospitals.  

Figure 4 Separations per 1000 population by remoteness of usual place of 
residence, public and private hospitals 1997-98  

 

Source: (Nichol and Lonergan 1999)  

The higher level of morbidity in rural and remote areas, and the fact that residents of 
these areas are more likely to be admitted to hospital and treated as out-patients, both 
contribute to the higher separation rates in these areas. Another contributing factor is 



 

 

the low level of private hospital provision in remote areas. Also patients in remote 
hospitals had average length of stays above the expected average, unlike those in 
hospitals in metropolitan and rural areas (Figure 5). This may be due to the fact that 
patients stay in hospital longer in remote regions to receive follow up care as the 
distance to travel to the hospital is too great for frequent repeat visits. (AIHW 1998).  

Figure 5 Casemix adjusted average length of stay in hospitals, 1995-96 (including 
transfers)  

 

For some diseases the difference between metropolitan and non-metropolitan areas is 
marked. The significantly higher separation rates for 'Kidney, Urinary Tract' 
conditions in remote centres is considered to be due to admissions for renal dialysis 
for Aboriginal and Torres Strait Islander people from remote communities (Healthy 
Horizons p 40). 

The Committee's Specific Terms of Reference  
Adequacy of Current Funding Levels 

The question of adequacy of funding can be considered either from the point of view 
of objective indicators or in relation to the expectations of people in rural and remote 
areas.  

Objective measures  

The first objective criterion used by the Alliance is whether people in rural and remote 
areas have their "30% fair share" of health services including, in this context, 30% of 
public hospital resources. There are no clear data on this question but there is a great 
deal of anecdotal evidence to support the intuitive judgement that this criterion is not 
met where public hospitals are concerned.  

The Alliance believes that the "30% fair share" is a reasonable and fair target. On the 
one hand it is true that many people from rural and remote areas use the services of 
hospitals in regional centres and capital cities. This is offset by the facts that a given 
quantity of health care costs more to deliver in rural and remote areas; health status is 
already poorer in rural and remote areas; and people from regional centres and capital 
cities travel in and through rural and remote Australia. (The Alliance would naturally 
be extremely interested in evidence about how these countervailing trends balance out 
� information which currently is not available and which would in any case be subject 
to numerous definitional and measurement problems.)  



 

 

The next level of objective indicator of 'adequacy' comprises those relating to beds 
and expenditures per head. As indicated in Tables 1 to 5 above, 'Large Regional 
Centres' are comparable to capital cities on these measures. A proper concern for the 
adequacy of public hospital services for people in rural and remote areas has therefore 
to examine the access people have to regional centres and capital cities, as well as to 
the more restricted range of services provided by small local hospitals.  

This means that the question of transport becomes a key one in the context of 
consideration of adequacy of public hospital services. Elsewhere in this submission 
are further comments and a recommendation about transport and the Patients' 
Accommodation and Transport Scheme (PATS).  

Subjective measures  

In subjective terms the question of 'adequacy' may be considered in relation to how 
existing services meet or fail to meet people's expectations. People in country areas 
still have expectations for a doctor and a hospital in their immediate locality. This 
expectation is entirely reasonable given the importance of general practitioner and 
hospital-type services. It is clear from clinical evidence that having access to acute 
health care in the period immediately following an accident or the onset of illness 
does affect life chances. However, there needs to be a change in thinking on the part 
of both individuals and providers from 'doctor' and 'hospital' to 'doctor-type services' 
and 'hospital-type services'.  

For this reason the Alliance would like to see more work on how the health 
expectations of individuals, families and communities are formed and how they may 
be transformed. Without depriving people anywhere of services which they 
reasonably need, it is essential that it become politically possible to change the 
structure of what are here defined as doctor-type and hospital-type services.  

Such work on health and health service expectations would lay the basis for shifting 
overall health expenditure to health promotion and illness prevention, and away from 
the treatment of illness and disease. Hospitals of the future, and the funding for them, 
should be expected to amend their structures and functions to fit in with a greater 
emphasis on health promotion and illness prevention.  

Overall, the only proper criteria for the distribution of health funds are need and the 
improvement of health outcomes (ie efficacy of the intervention). The Alliance is a 
strong supporter of the view that health funding should be based on need, not history. 
For rural and remote areas there are two other requirements: that the models of service 
funded are this that suit the local area (not the "one size fits all" model from the 
capital city), and that program funds are provided flexibly so that, in small places, 
resources for different programs can be pooled.  

The reality-map of acute health care in rural and remote areas includes declining 
populations, improved technological capacity (including for communications), 
increasing community expectations, an ageing population, political activity and 
budgetary pressures. There have been closures of hospitals in rural and remote areas, 
despite the politics and community expectations. Just as serious have been the loss of 
hospital-type services.  



 

 

Because of this tension between competing and legitimate interests, the Alliance 
believes the issue of retaining access to acute care services is one of the most 
significant and most urgent on the current scene. It is quite understandable that people 
fear the loss of emergency services.  

Oral disease, in particular dental caries and periodontal disease, is a significant and 
costly burden for Australians. Dental caries are the second most costly disease related 
to diet after diseases related to alcohol. The situation is particularly severe for people 
in rural and remote areas who have low income. The Alliance has consistently argued 
for reestablishment of a public oral and dental care program. If this were implemented 
it would reduce substantially the burden on hospitals in regional and rural areas.  

Alternatives to acute care hospitals  

The Alliance has not been able to collate evidence about the extent of rationalisation, 
(in other words, loss) of hospital services.  

In the absence of local acute care services, evacuation provides an obvious alternative. 
Many remote areas are fortunate to have the Royal Flying Doctor Service of Australia 
for aero-medical evacuations and others are serviced by aerial ambulances. This 
means that it is sometimes the in-between places that are worst off: places where 
services have been cut but no aerial evacuation is available.  

There are important reasons why an inquiry into public hospitals, like the public, is 
vitally interested in Multi-Purpose Services and Coordinated Care Trials. The MPSs 
provide acute care in combination with aged and community care, and so are 
replacing hospitals in the traditional sense. Coordinated Care Trials in rural and 
remote areas demonstrate how it is possible to deliver integrated acute care in a way 
that may reduce the need for hospitals in the traditional sense.  

The Alliance supports the Coordinated Care Trials (CCT) and seeks their extension. It 
is already clear from the results of the CCT on Tiwi Island, for instance, that they 
have the capacity to reduce rates of hospitalisation.  

The Alliance supports the view that the CCTs should include the following State and 
Commonwealth programs:  

• acute care;  
• community health;  
• home and community care;  
• MBS;  
• PBS;  
• aged care; and  
• residential care. 

There are already encouraging signs outside the Coordinated Care Trials and MPSs of 
how a flexible approach to health funding helps people in rural and remote Australia. 
Under section 100 of the National Health Act 1953, the Commonwealth funds 
provision of PBS medicines, through some remote area Aboriginal Health Services, to 
isolated Aboriginal communities which would otherwise have no access to a 
pharmaceutical service.  



 

 

Also under section 100, the Commonwealth Government has an agreement with the 
Victorian Bush Nursing Association to fund the cost of PBS medicines supplied to 
patients in remote areas by approved Bush Nursing Centres.  

Fringe Benefits Tax  

In terms of adequacy of funding there is a large amount of evidence, not yet collated 
as far as the Alliance is aware, about shortage of funds for country hospitals. The 
Senate Inquiry will have received, for example, a submission from the Loxton 
Hospital Complex in South Australia. It reports that the benchmark price (under 
casemix) in that State was reduced in 1999/20000 to $1677, which compares with the 
benchmark price in Victoria of $2239. Whatever the complexities of the formula and 
the differences between various institutions, this illustrates the fact that there is very 
wide disparity in the funding received by hospitals.  

Small hospitals such as those at Loxton will find themselves even more short of 
money if the proposed amendments to the Fringe Benefits Tax (FBT) regime go 
through unamended. The Alliance has joined a large number of other organisations in 
pushing for a change to the proposals which would see hospitals and other employers 
lose the tax exempt status for fringe benefits provided to health workers as part of 
their salary package.  

The imposition of Fringe Benefits Tax on hospitals and other organisations delivering 
rural and remote health services � even with the proposed exemption of the first 
$17,000 in benefits (grossed-up) � will have a severe impact on those services. At the 
5th National Rural Health Conference held in Adelaide in March 1999, this was 
nominated as one of five major issues for priority attention.  

The provision of fringe benefits as part of salary packages has been essential to the 
attraction and retention of qualified professional and other staff for the delivery of 
rural and remote health services. There will be only two options: to divert funds 
directly from service delivery to payment of the tax or to reduce the value of salary 
packages to employees. (In the north west of Western Australia, 80% of the health 
care provided by medical staff, GPs and Specialists is from the salaried sector. By 
capping salary packaging this workforce will be severely affected, once again limiting 
the care to rural people.)  

The "grossing-up" calculation makes the proposed limit seem more generous than it 
actually is. The limit effectively means that fringe benefits costing the employer in 
excess of only $8,755 will be subject to the tax.  

The total cost of the proposed changes to the Royal Flying Doctor Service is 
estimated to exceed $2 million annually.  

The preferred option would be a complete exemption for the staff of organisations 
delivering rural health services. This would be consistent with the exemption provided 
to the pastoral industries for remote area housing, which is to be extended to the 
mining industry under a separate part of the package. By confining the exemption to 
rural health service delivery only, the measure would be transformed from a 
recruitment and retention disincentive into a positive incentive. In this way, rural and 



 

 

remote health organisations would be put in a favourable position to compete with 
staff against their metropolitan counterparts - a most desirable outcome.  

An alternative would be to Increase the Threshold. The $17,000 threshold was clearly 
nominated in ignorance of the scale of fringe benefits necessary to attract health 
professionals to rural and remote areas. The limit could be lifted but retained in dollar 
amounts, or converted to a percentage of salary. A 30% exemption � possibly limited 
to a salary cap of, say, $82,000 (the typical salary paid by the Royal Flying Doctor 
Service to its doctors) - would more accurately reflect the circumstances of rural 
health providers. 

Cost Shifting 

In rural areas the cost shifting between Federal and State agencies is notorious with 
respect to older patients, often known (rather disparagingly) as Nursing Home Type 
Patients (NHTPs). In the last resort the consumers of health services do not care 
which level of government pays for a service. They pay their taxes and they expect 
access to services. To them the notion of 'cost shifting' is probably just another 
"governmental distraction".  

To health service policy makers, managers and administrators, however, it is an 
important issue.  

The recent experience in northern New South Wales appears to have brought this 
matter to a head in that State. The Commonwealth is maintaining the position that 
Nursing Home Type Patients are the State's responsibility in line with the Health Care 
Agreements and that, if NSW will acknowledge this, the Commonwealth will do what 
it can within existing programs to assist. It might, for instance, be possible to fast 
track the establishment of Multi-Purpose Services (or Regional Health Services, as 
they are now called) or to relocate nursing home beds within the State quota.  

Ministers have apparently discussed the issue, but it is not resolved.  

Whatever the final result, it is clear that this is a most important matter for elderly 
people and their families. If the final result is the establishment of aged care places by 
the Commonwealth in larger centres, with the separation of hospital and nursing home 
functions, elderly people in small country towns will have to shift to a larger centre. 
This would entail leaving their familiar home environment and greater logistical 
difficulty for their friends and relations.  

Without widespread adoption of coordinated care and Regional Health Service 
models there will be a continued need for the use of acute hospital beds for nursing 
home type care. The Alliance notes the Australian Healthcare Association's 
recommendation that, until more appropriate aged care models are available, a 
Commonwealth bed day subsidy be paid to rural hospitals in recognition of the quasi 
nursing home role they play.  

Options for Reorganising State and Commonwealth Funding 

The Alliance is currently undertaking a joint project with the Commonwealth 
Department of Health and Aged Care on new options for health financing in rural and 



 

 

remote areas. The premise of the project is that there is clear evidence that people in 
rural and remote areas receive fewer services (including through the Medicare 
Benefits Schedule (MBS) and Pharmaceutical Benefits Schedule (PBS)) than people 
in the capital cities. The project is being managed by a wide group of stakeholders 
including the States and Territories, the Pharmacy Guild and the Australian Medical 
Association.  

There is a ready acceptance of the fact that the current situation is not equitable where 
people in rural and remote areas are concerned. The new options to be considered will 
include models for more flexible use of health, aged care and community other health 
related funding, such as those underpinning the Coordinated Care Trials and the 
Regional Health Services (RHS) or Multi-Purpose Service (MPS) Program.  

The Alliance commends this joint project to the Senate Inquiry and asks the Inquiry to 
consider the Project's findings and recommendations when they become available in 
mid-2000.  

The Alliance is very encouraged by the development of the Regional Health Services 
Program which will build on the Multi-Purpose Service model. This has the capacity 
to provide integrated health, aged care and community services, and to allow elderly 
people to remain in their home town. Where the existing MPS system has been 
negotiated properly with local communities and existing stakeholders (including in 
the aged care sector), they have been very successful. The greater flexibility and the 
enhanced information technology proposed as part of the new Regional Health 
Services Program augur well for its future.  

Rural and remote people are already disadvantaged because of the relatively low rate 
of bulk billing in their areas. As well as reducing overall access to doctors or people 
with low income, this also penalises country people because they bear the cost of the 
bigger gap caused by the lower Medicare rebate for GPs without vocational 
registration.  

Better Coordination of Funding and Services 

Continuity of care has always been an issue for people in rural and remote areas. 
There is a history of hospitals being unable or unwilling to manage the intake of 
patients and their re-location to home in a manner which meets the need of people 
living in more remote areas. In the Alliance's view there should be stronger 
requirements on hospitals to integrate care episodes with the logistical and family 
needs of patients who live at a distance from the hospital.  

"It is impossible to consider the funding of hospitals in isolation. In the past, hospitals 
provided care for an acute phase only. However, increasingly, hospitals are part of the 
continuum of care as they have relationships with service providers throughout the 
community, including general practitioners and other community services." (Notes on 
Public Hospitals, Women's Hospitals Australia and Australian Association of 
Paediatric Teaching Centres, October 1999) 

Some patients and their families from rural and remote areas can only access public 
hospitals through travelling to a major hospital with the assistance of the Patients' 
Assistance Travel Scheme (PATS) or its equivalent. Following the devolution of these 



 

 

schemes to the States and the Northern Territory, they have developed in various 
ways and there has been a lack of national uniformity and focus.  

The Alliance receives numerous suggestions and complaints about the PATS. It is 
commonly that the PATS is failing to meet the needs for which it was originally 
designed; difficulties with travel for health purposes are becoming a major and 
pervasive problem for rural and remote people.  

The Alliance therefore recommends that there be a national review, in which 
Commonwealth, State and Northern Territory Governments are involved, of the 
Patients' Assistance Travel Scheme or its equivalent. In this review special 
consideration should be given to patients from remote areas, including Aboriginal and 
Torres Strait Islander people.  

The increased pressure for early discharge has also caused some problems with which 
the Alliance has had a long time concern. Early discharge from hospital may not be 
appropriate when the patient lives some distance away and especially when there is no 
comprehensive system of community and domiciliary services in the patient's home 
community. This raises the issue of the need to shift resources from institutions to 
rural communities.  

Discharge from tertiary hospitals to smaller ones ("down-transfer") is also an issue. 
Down-transfers sometimes involve patients who are very ill and who require intensive 
care and this situation has to be accounted for in the formulae for smaller hospitals. 
The transport arrangements for such transfers also need to be planned in such a way 
as accommodates the realities of rural and remote transport.  

For the friends and family of patients from outlying areas, overnight and long stay 
accommodation in hospitals is also an issue. This is even an issue in the capital city 
hospitals.  

"There is no funding provided for caring for relatives of patients, yet women's and 
children's hospitals have a significant number of patients whose relatives spend a 
large proportion of time with them. For example, it is not uncommon for a children's 
hospital to have as many adult parents staying and utilising facilities as children." 
(Notes on Public Hospitals, Women's Hospitals Australia and Australian Association 
of Paediatric Teaching Centres, October 1999) 

The Alliance recommends that funding formulae for country hospitals take greater 
account of 'rurality' including the need for hospitals in those areas to plan patient 
transfers, transport, discharge and continuity of care in such a way as fits the logistical 
needs of their patients and their families.  

Impact of Private Health Insurance Rebate  

For obvious reasons rates of private health insurance are significantly lower in rural 
and remote areas than in the major cities.  

Country people have very limited choice of hospital, doctor or ward accommodation. 
This means that, whatever incentives are offered to take out private health insurance, 
country people are very unlikely to benefit substantially.  



 

 

Evidence from the Australian Healthcare Association (AHA) shows that increasing 
rates of PHI are likely to impact on waiting lists but not on the overall demand on 
public hospitals. Private health insurance enables its holders to get more immediate 
health service but also to receive a higher volume of health care. This, coupled with 
the facts about the distribution of PHI across income groups and the fact that PHI 
reduces the tax burden for people on high incomes by exempting them from the 
additional Medicare levy, means that the PHI incentive scheme is a transfer payment 
to those who are wealthy.  

The AHA goes on to argue that the $1.7 billion spent in this way could have 
substantially reduced or even abolished hospital waiting times.  

The Alliance recommends that the Senate Inquiry promote the view that alternative 
mechanisms should be adopted for country people to gain a "30 per cent fair share" of 
the resources allocated to private health insurance incentives.  

Data 

Questions related to data on health and well-being, including hospital services and 
utilisation, were a priority issue at the 5th National Rural Health Conference and also 
the subject of a special Australian Institute of Health and Welfare Workshop in March 
1999. (A copy of the Communiqué from the 5th Conference is attached; we also 
commend to the Senate Inquiry the report from the AIHW Workshop.)  

It is widely agreed that there is a need for a more streamlined and nationally 
consistent approach to the collection and availability of data on rural health and well-
being. It is not so much a need for new data collections or series as the need to use 
existing series better, in particular by cross-matching existing data and freeing up 
information from some collections. Among other things this would help planning for 
health and well-being across all levels of government and at regional levels.  

The Australian Healthcare Association has a position on what it calls a National 
Health Data Collection Policy Framework that picks up many of these issues.  

The Alliance recommends that the Inquiry promote the view that data from and about 
public hospitals be better integrated with data from other sources. These data should 
be analysed (including the cross-matching of data from different sources) and made 
available to the individuals and communities from which they are collected. The data 
and the analyses should also be made available to those interested in using them for 
research and analysis of health outcomes, services, interventions etc.  

It would be most useful if new data analyses and publications could be consistently 
related to the RRMA and ARIA classifications (these are described briefly at the front 
of the Submission). 

Hospitals of the Future 

The Australian Healthcare Association has written as follows:  

"A number of commentators have suggested that the core of hospital of the future will 
consist of emergency and intensive care units and a small number of high level acute 



 

 

care beds. Operating theatres, diagnostic services and other therapeutic services, such 
as cardiac angiography units will support them. The trend towards day of surgery 
admissions, shorter lengths of stay, day only, ambulatory and home care will continue 
to reduce the traditional emphasis on beds. Subject to commercial viability 
assessments which will vary between locations, 'medi-hotels' will be able to meet 
many of the accommodation needs of people requiring treatment but not needing an 
acute care bed. They will be cheaper to run than an acute ward and not being 'core 
business' could be run by the private sector. Service delivery systems will focus 
increasingly on the continuum of care with networks of service providers involved in 
meeting the pre-admission, acute episode and post acute care needs of patients." 
(Submission to the Senate Inquiry on behalf of Women's Hospitals Australia and 
Australian Association of Paediatric Teaching Centres, October 1999) 

It is clear that the hospitals of the future will have a quite different place in the total 
health care system. The dramatic changes anticipated have already begun in rural and 
remote areas where there have been major closures and restructuring of acute care 
services.  

The Alliance believes that rural and regional communities can continue to lead the 
way in the redevelopment of hospitals' contribution to health care. In addition to the 
health service requirements which are driving new acute services, there are also 
capital and clinical reasons why hospitals in regional centres will remain vital. The 
physical and human capital of a regional hospital will continue to service a 
widespread community and be a key part of regional social capital. There may also be 
clinical or service reasons for not allowing the centralisation of hospital services to 
continue unchecked. For example, it is asserted that the prevalence Multiple Resistant 
Staph Aureus (MRSA) in major hospitals in the capital cities will reassert the 
desirability of having dispersed hospital facilities. Rural and remote health facilities 
will hopefully remain resistant to the "See Sister First" phenomenon. 

Conclusion 

Despite its very strong interest in the matter, it is impossible for the Alliance to 
answer the specific question at the core of this Inquiry: whether funding for public 
hospitals in rural and remote areas is 'adequate'.  

There is a strong and ongoing belief that rural and remote areas do not get their fair 
share of many government services, including those of hospitals. But there are more 
important matters than that, and this Submission has tried to deal with some of them.  

First and foremost, hospitals are only part � albeit a key part � of the health system. 
Their roles and functions are changing, with rural and remote areas leading the way. 
This means that the best questions include how many resources are devoted to health 
overall, how well the various parts of the system relate to each other � and what their 
impacts are on health outcomes.  

Exciting developments are occurring in rural and remote areas with acute care 
facilities, many of them with the support of Commonwealth, Sate or Territory 
Governments. Despite this, many country people are justifiably fearful about how 
they will have access in future to immediate and accessible acute health care, despite 



 

 

what they have been promised through information technology and other 'technical 
fixes'.  

If the different levels of government continue to collaborate with each other, and with 
local communities and professional groups, progress can be made to achieving real 
equity in health outcomes for people living and working in country areas of Australia. 
Some of this progress will be achieved through hospitals and hospital-type facilities. 
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