
 
 
 
 
 
 
 

 

7 December 2015 
 
Ms Janet Quigley 
Assistant Secretary 
Primary Health Care Advisory Group Taskforce 
Department of Health  
 
Email: PHIconsultations2015-16@health.gov.au 
 
Dear Ms Quigley  
 

Submission – Private Health Insurance Consultations 2015-16 
 
I am writing regarding the consultation process announced on 28 October by the Minister for 
Health, the Hon Sussan Ley MP, regarding concerns about the value to consumers, coverage and 
sustainability of Private Health Insurance (PHI).    
 
The National Rural Health Alliance (the Alliance) welcomes the consultation process, and is pleased 

to understand it is being considered alongside other important review activity to improve the 
accessibility, affordability, quality and timeliness of health services into the future.   
 
Our health system is complex.  Developments in one area will almost inevitably have impacts 
(intended or otherwise) elsewhere in the system. People living in rural and remote Australia do not, 
on average, enjoy the same health outcomes as those living in major urban and metropolitan 
Australia.  These differences can be attributed, in part, to policies, systems and assumptions that 
may be appropriate in many heavily populated settings but do not translate into a rural or remote 
environment.  The lower take-up of PHI in rural and remote Australia is a case in point.   
 
The Alliance very much appreciated your invitation to participate in the industry and consumer 
representative roundtable for rural and remote health organisations on 17 November 2015.  The 
feedback from our representatives, Fiona Brooke and Allan Groth, is that it was a very constructive, 
genuinely consultative and informative event.   
 
I understand the Department is also accepting submissions as part of the consultation process.    
Please find attached a submission that we hope will be helpful as the Government considers how it 

might improve the effectiveness of private health insurance, in the context of its broader reform 

agenda. Please do not hesitate to contact the Alliance if you would like further assistance in this 

process.   

 

We look forward to continuing our cooperative relationship in promoting the health and wellbeing of 

the almost 7 million people who live in rural and remote Australia. 

 

Yours sincerely 

 
Gordon Gregory  

CEO  

mailto:PHIconsultations2015-16@health.gov.au
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National Rural Health Alliance - Submission on the  

Private Health Insurance Consultations 2015-16 
 

 

On 28 October the Minister for Health, the Hon Sussan Ley MP, announced a consultation 

process to elicit community input regarding concerns about the value to consumers, coverage 

and sustainability of Private Health Insurance (PHI).  The consultation process included an on-

line survey and a number of industry and consumer representative roundtable meetings.  The 

National Rural Health Alliance (the Alliance) took part in the roundtable for rural and remote 

health organisations held on 17 November 2015.   

 

Alliance representatives believe the roundtable discussion was constructive, genuinely 

consultative and informative.  This Submission includes information that relates to issues raised 

in discussions and is provided to assist the Department of Health in preparing advice to 

Ministers.   

 

The Alliance is comprised of 36 national organisations. It is committed to improving the health 

and wellbeing of the almost 7 million people in rural and remote Australia.    

 

Members include consumer groups (such as the Country Women’s Association of Australia and 

the Isolated Children’s Parents' Association), representation from the Aboriginal and Torres 

Strait Islander health sector, health professional organisations (representing doctors, nurses and 

midwives, allied health professionals, dentists, pharmacists, optometrists, paramedics, health 

students, chiropractors and health service managers) and service providers (such as the Royal 

Flying Doctor Service and the Council of Ambulance Authorities). The full list of Member 

Bodies is at Attachment A.  

 

The challenge – PHI and health reform 

Australia faces challenges to ensure that the quality and coverage of its health system is 

sustainable in the face of major drivers such as population ageing, the changing burden of 

disease, increasing community expectations and demand, and persistent discrepancies in the 

health outcomes experienced by segments of the population (notably Aboriginal and Torres 

Strait Islander Australians and people living in rural and remote locations).  Fortunately, 

Australia has a world-class health system overall and is comparatively well placed to deal with 

these challenges.  Nonetheless, if we are to continue to be so placed it is imperative that health 

reform tackles the underlying challenges that cost the system, constrain improvements in health 

care and have, so far, not delivered equitable health outcomes across the population.    

 

Opportunities exist to better integrate health policy and programs around the needs of 

communities and individuals (patient-centred care).  The evidence that improvements are both 

reasonable and possible is strongly suggested by the fact that our health and associated social 

systems have delivered major improvements in the life expectancy and wellbeing of the large 

majority of Australians.  However, on average, Australians living in rural and remote Australia 

have poorer health than those in the nation's major population centres.   

 

Some of the main factors that contribute to persistent, poorer health outcomes for people in rural 

and remote Australia are systemic, such as the lower availability of services and the policy and 

program settings that shape them.  The lower take-up of private health insurance (PHI) among 
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people living in rural and remote Australia provides an informative perspective on the context in 

which people make those decisions and why.  The decisions people who live in rural and remote 

Australia make about whether to take out PHI or not will depend on their access to and 

experience of health care more broadly.  This experience often differs substantially from that of 

people living in inner regional and metropolitan Australia.   

 

The Issues Paper prepared by the Department to help guide the consultations noted the 

following. 

 The consultations are to consider potential future roles for private health insurance within 

the context of broader changes being considered by the Government -  including the 

Reform of the Federation (RoF) and Primary Health Care Advisory Group (PHCAG) and 

mental health processes – and their implications for private health insurance. 

 The aim of improving value of private health insurance for consumers.  

 The Department wants to work positively with stakeholders to identify reform options 

which would enhance the value of private health insurance for consumers, and 

opportunities to amend unnecessary or inefficient regulation which adds costs for 

consumers. 

 

The Alliance welcomes the commitment that any reform of PHI will be considered together with 

other aspects of health reform.  We strongly support this approach and note that in launching the 

process Minister Ley indicated that health reform “should not (to) be seen as a series of isolated 

initiatives” and that she places particular importance on “ensuring that Australians have access 

to information, choice and affordable health care”.  These aspirations require close 

consideration to be given to major variations in health care access and use and the factors that 

contribute to those variations.   

 

PHI – public investment and coverage  
The Minister noted that $6 billion is being invested annually by the government (taxpayer) 

through the Private Health Insurance Rebate, the Medicare Levy Surcharge and Lifetime Health 

Cover.  The Alliance supports the Minister’s concern to see that this investment contributes 

substantially to better health outcomes for consumers.     

 

In 2013, 47% of Australians had health insurance.  However, the proportion of people with 

private health insurance including hospital cover, varied significantly depending on where they 

lived.  People living in rural and remote areas are the least likely to be privately insured, as 

follows: 

 49% of the Metropolitan city population; 

 46% of the Inner regional population; and 

 38% of the Outer regional population
1
. 

 

Factors associated with differential coverage 

This Submission considers factors likely to influence why a higher proportion of people who live 

in rural and remote Australia choose not to take out PHI.  There appear to be several factors at 

play. 

                                                 
1
 http://ruralhealth.org.au/book/private-health-insurance 

Information on private health insurance is also available by socioeconomic status: 

http://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/4102.0Main+Features30Mar+2010 

 

http://ruralhealth.org.au/book/private-health-insurance
http://www.abs.gov.au/AUSSTATS/abs@.nsf/Lookup/4102.0Main+Features30Mar+2010
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1. People with low income levels are less likely to take out PHI or to take it out above basic 

coverage requirements. 

2. People living in rural and remote Australia have, on average, lower incomes than those 

living in metropolitan and urban Australia.   

3. It is often more difficult to access health services in rural and remote Australia than in 

other areas. 

4. Hospital services in rural and remote Australia are far more likely to be public than 

private – with access to private hospitals considerably more constrained outside 

metropolitan and major urban centres. 

5. Primary and ancillary health care services (notably those that may attract PHI rebates) are 

often very limited and difficult to access in rural and remote Australia.  To access such 

services can often mean a major commitment of time and out-of-pocket expenses, quite 

apart from any service costs that may or may not be rebated. 

 

These factors are explored briefly below.  

 

Lower income levels – rural and remote Australia    
People living in rural and remote Australia have, on average, lower incomes than those living in 

metropolitan and urban Australia.  Further, the extent of income inequality for people living 

outside of Australia’s major cities
2
 has worsened over the past decade – as shown in Table 1 

below. 

 

Table 1: Median gross household income
3
 

 

Year Capital city Balance of state city/bal ratio 

1996-97  $           500   $           432  1.16 

1997-98  $           544   $           418  1.30 

2002-03  $           940   $           713  1.32 

2005-06  $        1,139   $           898  1.27 

2011-12  $        1,612   $        1,176  1.37 
 

 

In 2011-12 the median gross household income in the cities across Australia was 1.37 times 

higher than for the 'balance of state'. This compared with 1.27 to 1.32 between 1997-98 and 

2005-06, and 1.16 in 1996-97.  The city-country income differential was significantly larger in 

2011-12 than fifteen years earlier. 

Poverty - compounding factors  

The experience of poverty is closely connected to where people live and the local resources 

available to them. Simple 'income poverty' (i.e. measured according to standard poverty lines) is 

compounded for people in rural and remote areas by: 

                                                 
2
 References to remoteness areas are based on ASGC-RA, in which category 1 is Major cities, 2 is Inner regional 

areas, 3 Outer regional, 4 Remote and 5 Very remote. For methodological reasons (eg small numbers) Remote and 

Very remote are often reported jointly.  
3
 Data source: ABS 6523.0 - Household Income and Income Distribution, Australia, 2011-12.  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/second+level+view?ReadForm&prodno=6523.0&viewtitle=Househol

d%20Income%20and%20Income%20Distribution,%20Australia~2011-

12~Latest~31/07/2013&&tabname=Past%20Future%20Issues&prodno=6523.0&issue=2011-12&num=&view=&  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/second+level+view?ReadForm&prodno=6523.0&viewtitle=Household%20Income%20and%20Income%20Distribution,%20Australia~2011-12~Latest~31/07/2013&&tabname=Past%20Future%20Issues&prodno=6523.0&issue=2011-12&num=&view=&
http://www.abs.gov.au/AUSSTATS/abs@.nsf/second+level+view?ReadForm&prodno=6523.0&viewtitle=Household%20Income%20and%20Income%20Distribution,%20Australia~2011-12~Latest~31/07/2013&&tabname=Past%20Future%20Issues&prodno=6523.0&issue=2011-12&num=&view=&
http://www.abs.gov.au/AUSSTATS/abs@.nsf/second+level+view?ReadForm&prodno=6523.0&viewtitle=Household%20Income%20and%20Income%20Distribution,%20Australia~2011-12~Latest~31/07/2013&&tabname=Past%20Future%20Issues&prodno=6523.0&issue=2011-12&num=&view=&
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 reduced access to services such as health
4
, education and transport; 

 fewer employment opportunities;  

 higher costs of goods and services;  

 poor infrastructure for public transport, communications, housing; 

 poorer education and educational outcomes; and 

 other unavoidable consequences of living in small and isolated places. 

 

It is well understood that low income levels are associated with and compound the other factors 

that pose risks to health and wellbeing.  These factors are often correlated, with the impact 

perpetuating disadvantage across generations.   

 

People on low incomes tend to have less disposable or 'discretionary' income.  This means they 

have fewer available resources to meet PHI premiums (and increases) and the expense of gap 

fees.  In addition, people in rural and remote Australia often face additional financial and time 

costs (eg. travel costs, time off work etc.) to access often distant services.   

 

Table 2 illustrates some of the factors often associated with income inequality – and private 

health insurance coverage - and how the extent to which the risk of these factors is greater for 

people living in rural and remote Australia.   

Table 2: Indirect poverty indicators - by remoteness areas 

 Major 

Cities 

Inner 

Regional 

Outer 

Regional 

Remote Very 

Remote 

 Percent 

Low income families with children 2009 8.8 10.7 11.1 12.9 23.1 

Single parent payment beneficiaries 2009 4.6 6.9 6.8 6.2 6.5 

Disability support pensioners 2009 4.6 7.0 6.9 5.6 5.2 

Long term unemployment beneficiaries 

2009 

2.3 3.3 3.4 3.7 5.5 

Unskilled and semi skilled workers 2006 14.6 19.6 21.4 22.8 30.4 

Jobless families with children under 15 yrs 

2011 

12.2 15.4 15.6 15.0 25.9 

Private health insurance (hospital cover) 

2001 

48.2 43.8 40.6 33.0 19.6 

Source: PHIDU http://www.publichealth.gov.au/remoteness---australia/remoteness---australia-2012-incl.-2011-

census-data.html viewed 19/09/2013. 

 

For a more detailed analysis of these issues please refer to the Alliance’s Submission to the 

Senate Inquiry into the Extent of Income Inequality in Australia (2014)
5
. 

How valuable is insurance if the services covered are hard to access? 

Many of the private hospital and other health services (for example ancillary services provided 

by private allied health professionals) available in metropolitan areas do not exist in many rural 

                                                 
4
  People in rural and remote areas face an overall health care deficit of $2.1 billion a year (NRHA analysis of 

AIHW data in ‘Australia’s health system needs re-balancing: a report on the shortage of primary care services in 

rural and remote areas.  January, 2011’.  http://www.ruralhealth.org.au/sites/default/files/documents/nrha-policy-

document/position/pos-full-complementary-report-27-feb-11.pdf) 
5
 http://ruralhealth.org.au/document/income-inequality-experienced-people-rural-and-remote-australia-submission-

senate-inquiry 

http://www.publichealth.gov.au/remoteness---australia/remoteness---australia-2012-incl.-2011-census-data.html%20viewed%2019/09/2013
http://www.publichealth.gov.au/remoteness---australia/remoteness---australia-2012-incl.-2011-census-data.html%20viewed%2019/09/2013
http://www.ruralhealth.org.au/sites/default/files/documents/nrha-policy-document/position/pos-full-complementary-report-27-feb-11.pdf
http://www.ruralhealth.org.au/sites/default/files/documents/nrha-policy-document/position/pos-full-complementary-report-27-feb-11.pdf
http://ruralhealth.org.au/document/income-inequality-experienced-people-rural-and-remote-australia-submission-senate-inquiry
http://ruralhealth.org.au/document/income-inequality-experienced-people-rural-and-remote-australia-submission-senate-inquiry
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and remote communities, or are difficult, time-consuming and costly to access.  Likewise, 

concerns about the financial viability of establishing or maintaining private health practice in 

areas of low population density are often cited.  In turn, this influences the availability of 

‘insurable’ services and people’s perceptions about whether PHI offers them value for money, 

and so on. Consequently, people in rural and remote Australia tend to be more reliant on public 

health services. 

 

Population health statistics (from MBS data, the Australian Institute of Health and Welfare 

(AIHW
6
) and elsewhere) indicate people in rural and remote Australia have fewer interactions 

with the health system, and when they do it is more likely to be with a public hospital.  

Unfortunately, these figures also strongly suggest these people are more likely to delay or forego 

important treatment, leading to later diagnosis and treatment and worse health outcomes overall.   

 

Other factors serve to compound problems with health care access and outcomes in rural and 

remote areas.  Some of these are structural issues.  For instance, health workforce numbers are 

skewed toward higher population centres.  This includes many allied health professions.  If they 

work in rural and remote areas, allied health professionals are more likely to do so as part of the 

public system (in hospitals or community settings), given that private practice is often not a 

viable commercial proposition.  This serves to limit services and, in turn, reduce the benefits of 

private insurance.  

Does Community Rating address these concerns?  

The community rating system for PHI evens the cost of premiums and assists (through pricing) 

many people who might not otherwise be able to afford insurance to access it.  However, 

community rating does not address the issues people face in meeting the extra (out-of-pocket) 

costs associated with living in rural and remote locations to simply access care.   

 

The Government has indicated it sees private health insurance as being a fundamental 

component of Australia’s health care system.  For people living and rural and remote Australia, 

the role of PHI in meeting their health care needs is often markedly different, and generally more 

limited, than for many people living in metropolitan and urban areas.  Cost is an important 

factor, but issues other than cost determine whether PHI represents value for money.  For people 

living in rural and remote Australia PHI must be considered as part of a broader set of 

considerations, including the opportunity to access health care.
7
   

 

For more information about the Alliance's work in these areas, visit www.ruralhealth.org.au. 

 

  

                                                 
6
 See, for example - http://www.aihw.gov.au/rural-health-impact-of-rurality/ 

7
 For a more detailed consideration of the out-of-pocket costs for people living in rural and remote Australia, and a 

discussion of the issues, refer to the Alliance’s Submission to the Senate Standing Committee Community Affairs 

References Committee: Inquiry into the out-of-pocket costs in Australian healthcare (May 2014).  

 

http://www.aihw.gov.au/rural-health-impact-of-rurality/
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        ATTACHMENT 

Member Bodies of the National Rural Health Alliance 

ACEM (RRRC) Australasian College of Emergency Medicine (Rural, Regional and Remote 

Committee) 

ACHSM Australasian College of Health Service Management 

ACM (RRAC) Australian College of Midwives (Rural and Remote Advisory Committee) 

ACN (RNMCI) Australian College of Nursing (Rural Nursing and Midwifery Community of 

Interest) 

ACRRM Australian College of Rural and Remote Medicine 

AGPN Australian General Practice Network 

AHHA Australian Healthcare and Hospitals Association 

AHPARR Allied Health Professions Australia Rural and Remote 

AIDA Australian Indigenous Doctors’ Association 

ANMF Australian Nursing and Midwifery Federation (rural members) 

APA (RMN) Australian Physiotherapy Association Rural Member Network 

APS Australian Paediatric Society 

APS (RRPIG) Australian Psychological Society (Rural and Remote Psychology Interest Group)   

ARHEN Australian Rural Health Education Network Limited 

CAA (RRG) Council of Ambulance Authorities (Rural and Remote Group) 

CRANAplus CRANAplus – the professional body for all remote health  

CWAA Country Women’s Association of Australia 

ESSA (NRRC) Exercise and Sports Science Australia (National Rural and Remote Committee) 

FRAME Federation of Rural Australian Medical Educators 

HCRRA Health Consumers of Rural and Remote Australia 

IAHA Indigenous Allied Health Australia 

ICPA Isolated Children’s Parents’ Association  

NACCHO  National Aboriginal Community Controlled Health Organisation  

NRF of RACGP  National Rural Faculty of the Royal Australian College of General Practitioners  

NRHSN National Rural Health Students’ Network 

PA (RRSIG) Paramedics Australasia (Rural and Remote Special Interest Group 

PSA (RSIG) Rural Special Interest Group of the Pharmaceutical Society of Australia 

RDAA Rural Doctors Association of Australia 

RDN of ADA Rural Dentists’ Network of the Australian Dental Association 

RFDS Royal Flying Doctor Service 

RHWA Rural Health Workforce Australia 

RIHG of CAA Rural Indigenous and Health-interest Group of the Chiropractors’ Association of 

Australia 

ROG of OAA Rural Optometry Group of the Australian Optometrists Association 

RPA Rural Pharmacists Australia 

SARRAH Services for Australian Rural and Remote Allied Health 

SPA (RRMC) Speech Pathology Australia (Rural and Remote Member Community) 
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