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Thank you for inviting the National Rural Health Alliance to appear before the 
Committee.    
 
It is a challenge for the Alliance to report with confidence on quantitative elements of 
the Committee’s terms of reference.  It is clear that increases in the safety net 
thresholds will transfer some additional healthcare costs to patients from government.  
People in rural and remote areas are likely to be affected to a greater extent than those 
in the major cities for three reasons.  First, they face higher average out-of-pocket 
costs so that, proportionately, they will bear more of the burden of the costs shifted to 
patients.  Secondly, families in rural and remote areas can less well afford such costs 
because, in aggregate, they have lower incomes than their metropolitan counterparts.  
Finally, because accessing out-of-hospital care is more expensive for a number of 
reasons, people in country areas will find themselves paying the residual 20% more 
frequently and with greater difficulty.  This is especially the case given the higher 
incidence of some illnesses in country areas, especially injury but also including 
circulatory disease, some cancers and respiratory disease.   
 
The second term of reference talks about the extent of the higher out-of-pocket 
expenses.  For its submission on Medicare in February 2003, the Alliance estimated 
that in 1996/97 people in rural and remote areas had $43m more in out-of-pocket 
expenses than people in the major cities.  This was an estimate by a consultant to the 
Alliance who is of very good repute but who emphasised the difficulty of making the 
estimate.  Whatever the aggregate differential figure for that year, it is likely to be 
higher today.  It has been asserted that average national out-of-pocket costs have risen 
from $8.89 per visit in 1996 to $14.85 this year. And out-of-pocket costs are still 
higher in rural areas because rates of bulk billing there are still lower, despite 
increases over the past 12 months due to 100 per cent Medicare and the (differential) 
incentives for card holders and children.  
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The third term of reference relates to the implications for access and equity in 
healthcare.  Access and equity are the central pillars of much of the Alliance’s work.  
We make the case in our brief Submission to you that Medicare’s universality is its 
most important principal and that in more remote areas it is more principal than 
reality.  Where there is no doctor there is no access to Medicare.  In such places there 
is therefore no value in the safety net.  This is not an argument against Medicare but 
rather a justification for two other things.  First, for reshaping Medicare so that it 
better covers people in more remote areas.  And secondly, it is the central argument 
for continuing the special workforce and other health programs for rural and remote 
areas in recognition of the Medicare deficit and the higher out-of-pocket costs 
incurred. 
 
It is perhaps hard to argue unequivocally against the very existence of the Medicare 
safety net because, apart from anything else, there always was one – albeit less 
comprehensive and less well-known.  But it is not impossible.  A single low-level 
threshold was rejected initially as being “too costly” – meaning that it was regarded as 
inappropriate for all taxpayers to share the costs of the cover, whether frequent users 
of out-of-hospital care or not, and despite the fact that, through the tax system, it 
would have been progressive. It is strange, then, and certainly less equitable despite 
the two thresholds, to have a major part of the costs borne only by those who are 
heavy users of the services, including those on low income. 
 
There is a fear that greater emphasis on a safety net at all is evidence of an official or 
planned unwillingness to control or minimise out-of-pocket costs, and that its having 
two levels increases the trend towards a two-tier system.  Both of these fuel 
suspicions that, one day, Medicare will be a welfare program rather than a universal 
health insurance system to which all contribute and by which all are covered. 
 
There can be no doubt that the safety net itself is based on acceptance of the fact that 
health care costs have been shifted to patients, and that its higher thresholds shift 
more costs again.  There can be no doubt either than it is regressive despite the two 
tiers.  People with a sense of history may regard these current developments as 
symbolic of the way Australia’s healthcare system is going.  For this reason they – 
and the National Rural Health Alliance – have a strong interest in the current round of 
health reform being led by COAG and the Productivity Commission; and in where 
this reform may take us. 
 
The final point to be made is that there is a close but complex relationship between 
Medicare and its safety net, the structure and financing of the healthcare system and 
the health workforce issues which, as a nation, we are finding so troubling at present.  
As the system is reformed we must be aware that its structure will determine how 
healthcare costs are distributed between governments and patients, and what sort of 
health workforce we will require in the future. 
 
We encourage the Senate to continue its role as the House of Review so that the 
voices of people in more remote circumstances will continue to be heard in the work 
of Parliament. 
 
Thank you. 
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