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Austral i ads h e a-batafcing arepdrtennthe shereages
of primary care services in rural and remote areas

Executive summary

This document has been prepared by the NRiHA Alliance)to complement th&IHW report,
Australian health expenditure by remotenedsich was commissioned by the Allianaed
published by the AIHWh January 2011

The AIHW reportrelatestoti@p er c e nt  oeturrénixpanditard on heélth
servies(ie not including capital costthat is currently capable of being allocated to the
remoteness area of the patieResultsin the AIHW reporthave been age standardised so as to
account for the differences in the age and sex profilegaple in thdive geographic areas.
Analysis of that 56 per cent shows that in 2008 the residents of rural, regional and remote
areas experienced major deficits in per capita expenditure through Methed?barmaceutical
Benefits Scheme (PBS) and admitted pdtservices in private hospitals.

In this Alliance reportwas u mmar i se t he Aihtdipvédsemefoi ite abnclosgiss,
geographical distributio of the44 per cent of recurrent costst included in the AIHW repart

The conclusions the Alliance reaches are therefore badeotloits own workand that

published in the AIHW reportlt is to be hoped thatinthe nearfutdver st r al i ads dat a

collections andsystems ofinalyss will permitthe AIHW to publish comprehensive evidence on
thetotal situation regardinthe geographical distribution bkalth and aged care expenditures
within Australia.

Table 1 summarises the best estimates for-BJ0G what the Alliance calls the rural and
remote health and aged care defitit.that year there was a total Medicare deficit of $811
million. This translates to @tal of 12.6 million fewver serviceshat year for the people of
regional and remote areds this may be added a pharmacy deficit of $850 million and an
6ot her pr i ma ratjeast E00endlioiicresflast tigelyattbitable to lss access
for people from regional and remote areas to allied health and oral and dentdlheare.
pharmacy deficimeanghat rural Australiashad aroud 11 million fewe scriptsthat yeathan
would have been the casehiMajor Cities rate had applied.

'For the purposes of the Al Hignrsthisccemplementary dacandentt hr oughout

remoteness is defined according to the Australian Standard Geographical Classification (Remoteness Areas)

(ASGGRA) system. That system sees all places in Australia allocated to one of five categories: Major Cities (MC)
Inner Regional (IR), Outer Regional (OR), Remote (R) or Very Remote (VR) areas. Sometimes results are reported

by just the two categories: regional areas (ASGC 2 and 3) and remote areas (ASGC 4 and 5).

In relation to PBS, adjustments made by the Adiato account for the much greater proportion of concession
card holders in regional areas (45 per cent compared with 30 per cent in Major Cities) indicate that per capita
expenditure by the Government on PBS is very substanitaligr for concession carlolders in regional and
remote areas.

r
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(particularly those relating to access to PBS and to aged care services), and make estimates of the
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Adding the Medi caraey dEBrSeréauttdie doatenative egite bf m
$2.46 billion for the rural primary care deficit for the year 2006 The lower levels of
Medicare and PBS expenditure can be largely atediot poorer access to health professionals.

Table 1: Summary of overall rural health deficit 200607

ltem $ million Total
MBS primary and related care deficit 661
MBS in-hospital deficit 150
Total Medicare defici 811
PBS deficit’ 500
Other pharmaceuticals defiéit 350
Total pharmacy defici 850
Oral/dental care deficht 340500
Allied health services defictt 260-345
Aids and appliances deficit 200
Total other primary care defic| 8001045
Total primary care and related deficit 2,461-2,707
Aged care deficif 500 500
Public hospital O6over g 1,381
Private hospi’tal o6und g 552
N e hospit ¢ 829
Esti mated tot al 2,132-2,378

L AIHW figure:includesservices fronGPsandspecialists, diagnostic tests, pathology and radiology

2 AIHW figure: Medicare rebates for ihospital services to private patients

3 Alliance estimate based dwgher proportion of concessional cardholders outside Major cities

* Alliance estimate of lower asg of scripts not eligible foPBSrebate

® Alliance estimatéased orotal national cost (from AIHW) anchal-distribution oforal healthworkforce

® Alliance estimate based aatal national cost (from AIHW) anchal-distribution of allied health
workforce

" Alliance estimate assumir per centower access tprimary care and rehabilitatiaghan in Major
Cities.

8 Alliance estimateadjusted for aged care needs of Aboriginal and Torres Strait Islander people s&fd

® AIHW figure: Note that this relates to services for people from rural and remote Waysiat necessiy
in hospitals in rural and remote areas

1 AIHW figure. Attributable b lower rates of private health insurance and fewer private hospitals in ru
and remote Australia.

The Alliance also estimatesaral and remotaged care defit of some$500 million. For this,
one of the key assumptions is tditoriginal and Torres Strait Islandpeople over the age of 50
need equival ent 06agei ngndigenods paoplearerthe@ageod70s er vi ¢

The total rural primary ahaged care deficit is therefore lilggo bearound 8.0 billion.



This results in a hospital overspeml people from rural and remote areasome 829 million.
The Al | i an cextbasnvestamentn prinsary taneaamd aged care for rural ewaad

be offset by savings iexpenditures oacute care episodes in hospit®any of these extra

acute care episodes att@longer hospital staythat characterise rural peopl®uld be

avoidable with an improved focus in the rural health care systepmimary, diagnostic and

early intervention services. Ironically, it is for acute care services that rural people are most
likely to have to travel to Inner Regional base hospitals or Major Citieishadds to the burden
of their acute care needs.

To put it simply, hospitals are providing rural people with the primary and aged caredfiahis
not available in many of their home ared$ie Alliance estimates thatverall,country people
experienced an ext@0,000episodes of acute care in 262807 and about 190,000 more
episodes of overnigtitospitalstaythan would have been the case at M&ivies rates’

Critically, the AIHW report shows thdipr the 56 pecent of total health expendituite

analysed, between 20@R and 20047 the relatve disadvantage of residents of regional and
remote areaworsened ¥ about 1(per cenf' Despite recent investments in rural healtielack

of overall improvement ithe distribution of health care professionals amithe incidence of

health risk fators in rural and remote areas suggé#sit this rural health deficit would now be
least adarge in dollar terms$oday, particularly given the increased population and the change in
prices.

Based on these findings, the NRidAncludes

1. thatGovernmets and their agencies should maeeaugment data collections on health
services and costs émable the complete picture of health and aged care provision in
regional and remote Australia to be assessed

2. that there is a very strong case Faderal and &te government® boostboth proportionate
and totalexpenditure on primary care, diagnostics, specialist care and access to PBS for
residents of regionand remotareas;

3. that such an increased focus on rural and remote heath would provide stromgfsuppo
g oV e r nprogress ®Wards national healthgdfhe Gover nment 6s COAG
very unlikely to be met without improvements in rural and remote amgidisthe current
status in those aregsilling down national figures. Thstronger focusould requireboth
better access in country areas to primary caneel as development oehlthy economic,
educational and physical environmejts

3 In addition to tle poorer access to primargnd ageaare, higher hospital costs for rural and remote Australians
can be linked to the greater proportion there of Indigenous people, greater exposure to riskdabtas poor
sociaeconomic statusndhigher prevalence of personal risk factors such as smoking and overweight

* The AIHW report refers to the period 2002 to 200607. It is unclear what changes have occurred in the 4 year
period since.

> Poorerhealth outcomes in regional and remote areas would suggest that expendittinesoy careshould be
higherfor residents of these areas compared with Major Citieslower. Under the current model of providing
primary care, a substantial number of iéiddal doctors are required in regional and remote areas (especially, but
not limited to, GPs). A broad range of measures is needed, including improving access to nurse practitioners and
telemedicine.

® Rural Australians constitute 32 per cent of théamat population and theirgor health coupled with por

progress in regional areas towards goals such as lower smokindhodtieisack progress towards these targets.



8.

9.

thatthe public hospital@®verspendon people from regional and remote areadurther
investigated

that it is important to properly assess thagnitude of aged care unek®rvicing especially
takinginto accounthe needs of Aboriginal peoplaadthe consequent need for regional and
remote hospitals to fill the g&p

that there should beifther invetigation of the means by whigbeople from regional and
remote areasan be given better accessstomedayacute care servicgs

that abetter understanding of the geographic distribution of private hospéalsveloped

and how they can be made moreessible to residents of regional and remote areas

that a more equitable distribution of all health professionals should be a key health policy
objective of all governments

that there should be a better understanding of the contribution of the hetdthicéte
economic activity and sustainability of regional and remote commuraineks

10.that,reflecting the importance of the broad determinants of health, a comprehensive analysis

by region of government expenditures related to health would includedityperon vital
areas suchsasecondary and tertiary education, housing, employment support and
infrastructure

 For instance, what is thieue extent of lower levels of access to aged iratkese areagsnd what are the other
functions of regional and remote hospitals not addressed by Major Cities hospitals?

8 There are fewer nehospital services to care for the elderly in regional and especially remoteFangher

investigation is requiredf these needs and their impact on regional hospitals.

° Overnight separations are more expensive than same day separations. If rural people are not able to access day
surgery, this places themlatha financial and health disadvantage.



Australian health expenditure by remoteness (AIHW 2011)

The key findings of the AIHW report include the following.

1 Per capita expenditurexdMedicare services Iswer for residents of regional and remote
areas than for those in Major Citjesd decreases by remoteness

1 Per capita public hospital expenditurdigher for residents of rural and remote areas
than for those in Major Citiesrd increases by remoteness.

1 Per capita private hospital expendituréoiwer for residents of rural and remote areas
than for those in Major Citiesind decreases by remoteness.

1 Per capita PBS expenditure per persdowser for residents of rural and ren@areas
than for those in Major Citiegnd decreases by remoteness.

1 Therelatively small per capita expenditure on optomettguger for residents of
regional and remote areas than for those in Major Cities

What is and isnod6t reported

Themakeup of the56 per cent of total health expenditure covered in the AIHW réport
summarised ifrigurel and falk into one ofsix categories:

arwnE

o

admitted patient services in public hospitals;

admitted patient services in private hospitals;

the cost of irfhospital medial services for private patients attracting MBS rebates;
out-of-hospitalmedicalservices attracting MBS rebates;

53 per cent of the cost of medications (being the PBSeasttbn100 components of total
pharmaceutical expenditurend

wha the AIHW Repor describes as limited data on expenditure on Aboriginal
Community Controlled Health Services, totalling some $296 million in 200 .



Aboriginal Expenditure Reported
Community (50,331 mi"ion - 56%)

Controlled Health
Organisations
1%

Other
1%

In-hospital medical Admitted patient
services hospital services in
7% private hospitals
13%

Figure 1: Expenditure reported by remoteness 20087
Source NRHA derived from AIHW 2011

The AIHW report describes onbgcurrentexpenditure omealthservices, and does not describe
expenditure on infrastructure (capital expenditure).

Results have been age standardised so as to account for the differéheegymand sex
profiles of each of the five populations.



Expenditure not reported
Research ($39,120 million - 44%)

6%

Administration

6%\

Patienttransport
services
5%

In-hospital
Public health 4% 1%
5%

Aidsand _
appliances
8%

Non-admitted
patients (eg A&E,
Outpatients)

18%

medical services

Non-Medicare
medical services
(eg DVA)

Other health

Community Medications practitioners
healuth Dental care 14% (eg Allied Health )
11% 14% 7%

Figure 2: Expenditure not reported by remoteness 20087
Source: NRHA derived from AIHW 2011

Those areafor which reporting was not possible (Fig@einclude

nonradmitted patient serviegie all of A&E and outpatients);

1
2. nonPBS medication (ie 47% of all medications);

3. community health services;

4. aids and appliances;

5. the cost of other health practitioners (eg allied health);
6. administration and research;

7. public health expenditure;

8. patient tansport services;

9. nonMedicare medical services (eg DVA); and

1

0.the cost of government outlays (especiaytheCommonwealtiGovernment) on

support for the rural health workforce, such as the cost of GP attraction and retention

grants, support to visity specialists, workforce education and training programs)

Il n addition, expenditure on

aged

car e

ser vi

close interrelationships of some health services, especially hospital services, and aged care
neals, future analyses tealthexpenditures by remoteness should inclimse oraged care.

The AIHW report notes that fifty seven per cent of people in Major Cities have private health
insurance, compared with 48 per cent in Inner Regional and 41mien c@uter Regional areas.
However it does not take this analysis further in terms of levels of government subsidy or the

services accessed under these insurance arrangements.

Using the data ifable2, Figure3 shows the relatively high proportion aftél measured health
expenditure on admitted public hospital services, and its increase with increasing remoteness. Per

19Some of thernpact of government programs of support for rural health workforce is taken into account indirectly,
as they result in higher levels of access to health services than would otherwise be the case.

c e
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capita expenditure oall other categories declines with remoteness. Total per capita measured
health expenditure was very slightly lowfer residents of regional areas than for residents of
Major Cities, but considerably higher for residents of remote areas.

$4,000 -
$3,500 -

$3,000 -
ACCHOs

$2,500 - mPBS

$2,000 - m Out of pocket (after Medicare
= Medicare
$1,500 -
H Private hospitals
$1,000 - ® Public hospitals
$500 -
$' T T T T T - 1
MC IR OR R VR

Figure 3: Per capita, hospital, Medicare, PBS and Aboriginal Community Controlled Health
Organisation (ACCHO) expenditure 200607

Notes: Age standardised. Excludes@od mi t t ed pati ents. 6Out of p
expenditure for occasions of Medicare service.

Source: Derived by NRHA from AIHW 2011

Per capita expenditure per annur

Figure4 shows the relative overspends and underspends, asswpergléure per capita had
been the same for people from regional and remote areas as it was for those from Major Cities.
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Figure 4: Overspend and underspend on hospital and Medicare, PBS and ACCHO expenditure,
compared with Major Cities residents 206-07

Notes: Age standardised. Excludesaod mi t t ed pati ents. 6Out of p
expenditure for occasions of Medicare service.

Source: Derived by NRHA from AIHW 2011

Table 2: Average age standardised annual per capita recurreréxpenditure onMedicare, PBS,
public and private hospitals,out of pocketand ACCHOs, 200607

Expenditure area MC | IR| OR] R| VR/| Australia
Per capital expenditure, Australian dollars, 200607
Medicare 591 493 442 382 320 552
PBS 321 317 305 301 301 318
Public hospitals 970 1,066/ 1,240, 1,628| 2,432 1,043
Private hospitals 351 295 233 182 140 325
Out of pocket 158 132 115 91 61 147
ACCHOs* 3 9 35 238 211 13
Total 2,394 2,313] 2,369| 2,822| 3,465 2,399
Saurce: Derived by NRHA frm AIHW 2011.
Notes: Age standardised. Excludes#od mi t t ed pat i ent s . outhfpodket expendpuc
for occasions of Medicare servicPata in this table fothe PBSarederived by NRHA from the AIHW
report, estimated using the f@éifent prevalence of card holders and non card holders in regional areas
compared with Major Cities.

M Note that this is expenditure on ACCHOs per total hdgmpulation in each area, not per head of the Indigenous
population in each area.
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Table 3: Total overspend/underspend in each area, millions of Australian dollars, 20687

Expenditure area Total overspendunderspendin eachregion, millions of
Australian dollars, 200607
Overall
Rural
MC IR OR R VR | Shortfall
Medicare(primary,
specialists, diagnostics 0 -337 -238 -52 -35 -661
Medicare (inhospital) 0 -68 -57 -14 -10 -150
MedicareTotal 0 -405 -295 -66 -45 -811
PBS (nc. patient ce
payments) 0 -288 -202 -32 -17 -539
PBS (Government
outlays) -505
Public hospitals 0 396 533 208 243 1,381
Private hospitals 0 -229 -234 -53 -35 -552
Hospitals (total) 137 299 155 208 829
Total 0 -606 -221 109 164 -553
Source: Derived by NRHA from AIHW 2011.
Notes: Age standardised. Excludesod mi t t ed pati ent s. 60ut of po
for occasions of Medicare servideata in this table for the PBS are derived by NRHA from the AIHW
report, estimated using the different prevalence of card holders and non card holders in regional area
compared with Major CitiesThe total spend for residents of each area includes these reworked figureg

Medicare expenditure

Per capita Medicare expéiture declined sharply with remoteness, being respectively $603,
$504, $453, $392, $276 per capita in MC, IR, OR, R and VR areas (Bjgure

$700 -+

$600 - Allied health

$500 - Dental
Radiation

$400 - m Operations

$300 - - ® Obstetrics

B Specialists
$200 -

B Imaging
$100 - H Pathology
$- . . . - B GP & primary car

MC IR OR R VR
Figure 5: Per capita age standardised Medicare expenditure, by specialty, 2608
Source: Derived by NRHAom AIHW 2011.
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Per capita expenditure declined not only for total Medicare expenditure, but for all of the
individual specialties (Figur@). Those specialties for which the decline was steepest included
obstetrics and specialists. The decline ingagita Medicare expenditure was also steep for
allied health and dental, but these Medicare expenditures are only a small part of total
expenditure on these items.

Falls were least steep for pathology, and moderately steep for GPs and primary caiensperat
radiation and imaging.

1.2

—— GP & primary car
\ —— Pathology

0.8 1 \ — [maging
\ —— Specialists

N\

Rate Ratio (compared with per capita M
expenditure)
o
(o))

Obstetrics
04 - Operations
S Radiation
0.2 Dental
Allied health

MC IR OR R VR

Figure 6: Rate ratio showing the decline with remoteness of per capita Medicare expenditure on ea
of the specialties considered in the AIHW report
Source: Derived by NRHA from AIHW 2011.

Lower levels of Medicare exmditure outside Major Cities represents an annual per capita
underspend of $98, $149, $209 and $271 for IR, OR, R and VR residents respectively7jfigure
with the largest per capita underspends relating to GPs and primary care, specialists, imaging and
pathology.
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MC IR OR R VR
Allied health
S_ T T T T
m Dental
5500 1 W Radiation
-$100.0 - W Operations
MW Obstetrics
-5150.0 -
M Specialists
-5200.0 - W Imaging
M Pathology
-$250.0 -
WGP & primary care
-5300.0 -
Figure 7: Per capita, age standardised, Medicare underspend, by specialty, 2006
Source: Derived by NRHA from AIHW 2011.

The total Medicare underspend in 28W6in regional and remote areas was $811 millioB5$4,
$295M, $66M and $45M in IR, OR, R and VR areas respectively (F&yareiTable2).

MC IR OR R VR
$- ' ' ' ' Allied health
-$50 - . !_| m Dental
-$100 - m Radiation
E -$150 - ® Operations
§ -$200 - B Obstetrics
% -$250 - B Specialists
E $300 - — B Imaging
$350 - H Pathology
-$400 - B GP & primary car
-$450 -
Figure 8: Total age standardised Medicare underspend, by specialty, 2006
Source: Derived by NRHA from AIHW 2011.
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Table 4. Medicare underspend for residentsof regional and remote areas, by specigf, 2006 07

MC | IR | OR | R | VR | Australia
Millions of dollars

GP & primary
care 0 -152 -95 -18 -13 -278
Pathology 0 -40 -30 -7 -4 -80
Imaging 0 -48 -41 -11 -8 -108
Specialists 0 -96 -69 -15 -9 -188
Obstetrics 0 -16 -9 -2 -1 -28
Operations 0 -27 -25 -7 -5 -64
Radiation 0 -20 -20 -5 -4 -49
Dental 0 -0 -0 -0 -0 -1
Allied health 0 -7 -7 -1 -1 -16
Total 0 -405 -295 -66 -45 -811
Source: Derived by NRHA from AIHV2011.

PBS expenditure
ThePharmaceuticaBenefitsScheme (PBS) provides subsidised medicines to all Australians.

Comparison between regions is complicated because of the difference in funding between
concession card holders and reard holders (the genal population), coupled with the fact that

there are proportionally more concession card holders in regional and (presumably) remote areas
than in Major Cities. The AIHW expenditure repodetails these numbers: in 2008 44-45

per cenbf those inregional areasvere concession card holders compared @0tper cent in

Major Cities)?. Rates in remote areas are not available from the National Health Survey because
of samplingdifficulties for small andsparselydistributed populations.

While the AHW reportdetailstheseregional differencg, the calculations for PBS expenditure

in the repordo not allow for them. In the AIHW reporhd denominator used in the calculation

of the concessional and general rate of PBS prescription and expenditgréoisl population.

Ideally the population of concession card holders should be used as the denominator in the
calculation of rates of PBS prescription for concession card holders, and the population of people
who are not concession card holders aslgr@minator in the calculation of rates of prescription

for people who do not have a concession card.

As it stands, the AIHW report describes a rate of PBS prescription fectardrholders (the
general population) that is lower (0.85 and 0.80 times)e®idents of regional and remote areas
compared with residents of Major Cities, while the rate of prescription for concession card
holders in regional areagasslightly higher, but for remote areasidens was lower than for
Major Cities residents.

12 This assumes that all of the 8.8 perctartwhom concession card statugnist known'do nothave a concession
card- ie if they don't know, or have not recorded theadgtthen they probably are not card hold@oportionally
distributing the énot knaewnsd hved tdeeesn woad dl dli yernt 3§ yamae
underspendd for regional and remote populations.
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Cdculating these rates separately for fwamd holders and for the general population would
require access to age and sex specific population data for card andrddrolders in each of

the remoteness areas. This information is not available from the A#dg@rit. However,
recalculation of an indicative rate using the total (as opposed to age specific) card holding and
general population data indicates that:

i for the general populatiofre norrcard holderspf regional area$?BS prescription
rates are likely to be roughly 1.15 (rather than 0.85) times those for their counterparts in
Major Cities;

i for the concession card carrying population of regional aR&S,prescription ratesare
likely to be rougly 0.75-0.8 (rather than 1.05) times those for tlogiunterparts in Major
Cities.

Recalculation of rates of expenditure indisateat:

1 for the general population of regional araases of PBS expenditureare likely to be
roughly 1.051.10 (rathethan 0.80) times those for their counterparts in M@jties;

1 for the card carrying population of regional argages of PBS expenditureare likely to
be roughly 0.3-0.8 (rather than up to 1.05) times those for their counterparts in Major
Cities.

These calculations show that, in 2008, while the norcard holding population in regional

areas were overspent roughly $10 per capita, the concession card holders in regional areas (45
per cent of that population) experienced an underspend of between $140 and $190 per capita.
This is a particularly disturbingriding given that concession card holders are those most likely

to be in need of medication, being more likely to suffer poor health than those who are better off.
This underspend is partially offset by the injection of $26.4 million in 20D®&n Sectiori00
medicines for Aboriginal Health Services.

This means that the total annual PBS underspend for residents of regional areas (compared with
that spent for residents of Major Cities) in 2008 was approximately $490 million. The size of

the underspendf remote area residents is unclear because of the lack of sampling for the NHS
in those areas, but may approximate $50 million.

In total, PBS expenditure for residents of regional and remote areas is therefore underspent by
some $539 million per annuoompared with what would be expected if expenditure was the
same as for residents of Major CitiesNet of consumeoutof-pocket costs, government PBS
outlays for people in the regions are approximately $b6iiibn less than iMajor ciiesrates

applied.

13 This finding applies only tthe 53per cenbf national expenditure on pharmaceuticals relatinged@BS;
geographic distribution of the other gp&r cenof expenditure on pharmaceuticals (being out of pocket expenses
unassociated with PBS gaymentsan only be estimated
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Table 5: Summary table of adjusted PBS expenditure to account for differences in the proportion
of the population who are concession card holders in each of the remoteness areas, 206

MC IR OR R VR | Australia
General expenditure ($millions) $1,210 $302 $142 $1,683
Card expenditure ($millions) $3,256| $1,125 $ 487 $4,934
Population (millionsR00607 14.299 4,121 1.980 0.316 0.166 20,883
% of pop card holders 30% 45% 44% 44% 44% 35%
General population (millions) 9.952 2.283 1.111 0.177 0.934 13.532
Card holding population (millions) 4.347 1.838 0.869 0.139 0.731 7.351
Gen per capexpenditure (adjusted $122 $132 $128 $128 $128 $124
Card per capexpenditure (adjusted $749 $612 $560 $560 $560 $671
Per capita overspend gqrop $0 $11 $7 $7 $7 $3
Per capita overspend card pop $0 -$137 -$189 -$189 -$189 -$78
Total overspend gepop $0 $25 $7 $1 $1 $34
Total overspend card pop $0 -$312 -$210 -$33 -$18 -$573
Total overspend $0 -$288 -$202 -$32 -$17 -$539

Notes: Assumes, in the absence of information from the ABS National Health Survey, that the percentage of the

population in Remote and Very Remote areas who are concession card holders is the sameaR&gional
areas. Estimates of underspend described in this table are indicative
Source: Derived by NRHA from AIHW 2011.

Optomety services

Per capita expenditure on optonyetervices for residents of Inner Regional amgas similarto
that for Maja Cities,but lower for those in Outer Regional, Remote and Very Remote areas

(respectively 0.94, 0.8 and 0.68 times rates for those in Major Cities). Per capita expenditure in

2006 07 averaged $11.64 for residents of Major Cities, but $7.88 for thd&sryrRemote
areas. The total government underspend on optgreetvices for Australians living outside
Major Cities was just over $3 millionyaear

Radiation and Other

The AIHW reports (pages 143844)serious levels of undexxpenditureandlower service levels

for people in regional and remote ar@asut-of- hospital radiation

Levels of service for pimary, diagnostic and specialist care

Major shortfalls in expenditure in most categories of primary, diagnostic and specialist care
translate into fewr services for people in rural and remote communities compared to Major
Cities. These shortfalls, which occdespite all the incentives provided and measures taken by
both Commonwealth artate governments to bring health profesalsmnd health sersés to
rural areasare summarised in the following table

In 200607 the people who live in regional and remote areas experienced a shofitfa8 of
million MBS-funded servicesThis service shortfall auld be repeated every yeafhis
aggregate MBSesvice shortfall is comprised of 6.7 million services frGs and othemjiving
primary care thepoint of first contact witlthe health care systefvalued at$284 million per
annun) - and shortfalls of 2.02 milliospecialisttonsultations).75 million imagingservices
and3.2 million pathology services.
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PBS scripts

The estimateé annual shortfall irGovernmenfundedPBS benefit®f the order of $500 million
translates t@round 11 million sgpts a year. This means thathe total shortfall irthe hedth
care that helpkeep people out of hospital3.6 MBS/PBSservices for each country person
every year.

Table 6: Deficits by service number for various types of service

MBS services Inner Outer Remote Very Total
Regional Regional Remote Orur g

GPs otherprimary | 3,568,895 2,187,338 509,639 392,834 6,658,706

care

% shortfall d MC 16% 20% 30% 44%

rate

Specialistservices | 992,779 747,330 179,072 106,618 2,025,800

% shortfall 26% 41% 62% 70%

Pathologyservices | 1,592,816 1,195,848 284,833 136,625 3,210,123

% shortfall 10% 15% 23% 21%

Imagingservices 341,641 266,734 81,946 64,027 754,348

% shortfall 11% 18% 35% 53%

TOTAL 6,496,131 4,397,250 1,055,490 | 700,104 12,648,975

% shortfall 14% 21% 31% 41%

PBS Scripts* 5,220,000 3,810,000 1,400,000 | 740,000 11,000,000

* Estimatel, havingadjusted for substantially higher levels of concession cardholders in rural Australia

Hospital expenditure

Hospital expenditure for admitted patients (ie exalgdhe costs of services provided to patients
not admitted, such as those who attend an Accident and Emergency department) increases with
remoteness. An assessment of the oviradll of access to health servicaisd the balance

between primary and acutare servicefor Major Cities and regional/remote people requires

close examination.

Summary of AIHW findings regarding hospitadervices

The AIHW report provides information by remoteness on levels of service for patients admitted
to hospitals (abol0 per cenbf government hospital expenditurgsiit was not able to do so
for hospitalbased non admitted services.

Table3 above shows that overall expenditures on hospital services for people in rural and remote
Australia was about $829 million mattean if major city rates applied (8B1 million in public
hospitals, offset partially by $552 million lower expenditures in private hospitals
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The rate of public hospitaldmissioseparationricreased with remoteness to twice the Major
Cities rate inemote areas. The rate of separation from private hospitals decreased to 0.35 times
the MC rate in VR areas. The net effect waddarer overall rates in inner regional areas dut

per centhigher in outer regionalreas12 per cent in remote, and 56 pEmt invery remote

Total expenditure on public hospital admissions was 10 per cent and 30 per cent higher for
residents of Inner Regional and Outer Regional areas, and roughly twice as high for residents of
remote areas.

Private hospital expendituraiked off rapidly with remoteness

Total expenditure in hospitals waslb per cent higher per head for regional residents, and 1.35
to 1.95 times higher in remote areas; ie the pattern for per capita expenditure largely followed
thatfor therate of sepaation.

A public hospital separation cost about the séan@eoplein all areas, whereas a private
hospital separation cost roughly 10 per cent more for residents outside MCs.

Length of stay

Overall, there were 7.6 million hospital separations in 2086 Of these more than half (4.2
million) were samealay separations, while 3.4 million involved staying in hospital one or more
nights.

Sameday separations (3 million) were more common for M@jibies residents than overnight
separations (2.2 million), kereas for people from regional and remote areas the numbers were
about the same (1.3 million sarday separations and 1.2 million overnight separations).

Rates of overnight separation increased with remoteness to almost double the MC rate for
residents bVR areas. As a result, rates of expenditure on overnight separation increased with
remoteness expenditure per VR person being double that of a MC resideverall, on the

basis of the AIHW report, the Alliance estimates that people outsidédjor Cities had about
190,000 more overnight services thaMdjor citiesrateshadapplied.

Rates of samday separation were lower for regional (0.86) and Remote (0.92) residents than for
people in the Major Cities, whereas sadag separation rates folR/residents were 1.35 times
higher than for MC residents. Expenditure followed the same pattgrassimilar in all areas

except for VR residents for whom it was 30 per cent higher.

The average cost of an overnight stay in an Australian hospital wa&338vhile a saméday

separation cost $1,311less than onsixth the cost. These costs vary with location, with

overnight separations being up to 15 per cent less expensive for regional and remote residents
than for residents of the Major Cities. lontrast to this, sarmgay separations for the residents

of regional and Remote (ASGC 4) areas were five to 10 per cent more expensive, but 15 per cent
less expensive for the residents of Very Remote areas (ASGC 5).
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Acuteness of separations

Of the 7.6 millon hospital separations in 28®7, 7.3 million were acute, while 0.3 million
were notacute.

Compared tdMajor city residents,ates of acute separation wésever for InnerRegional but
higher forOuterRegional (4per cent)rising to60 per cent higlrdn remote areas

Rates of nofacute separation for regional and remote residents were 0.65 times those for MC
residents, but 25 per cent higher for VR residents.

Average per capita expenditure was $1,369 per person, of %hj2B8 was for acute sepsion
and $131 was for natcute separation.

Rates of expenditure on acute separation increased with remoteitegxpenditure per Very
Remote person being double that of a MC residEmrpenditure per person on raxtute
separations was lower irgional areas, and ¥ per cent higher for VR residents.

An average acute separation cost $4,332 compared with an averageteoseparation at

$13,313 three times the cost of an acute separatiot-acute separations include

rehabilitation, palktive care, geriatric assessment, and maintenance services. Their greater cost
per admission/separation results from the longer hospital stay required. For example the AIHW
Australian Hospital Statistics 20001 reported that not acute services compi2séth of
separations but 11.6% of patient ddys

An average acute separation costs about the same for residents of each areaomtereesye
not-acute separations cost-86 per cent more for the residents of regional and remotetheras
for those n the Major Cities.

Case studies in hospital experience

Urban, Reg and Remy are three siblings who live, respectively, in (Major Cities) Sydney,
(regional) Dubbo and (Very Remote) Bourke, allinNSW.ot e t hat the terms 0
6admi s synongniousar e s

Reg is just as likely to have a spell i n hosp
|l i kely to be in a public than a private hospi
overnight and samday admissions, while Urbannsore likely to experience santay

separations. Reg is less likely than Urban to have-aade separation, but they are equally

likely to experience an acute separation.

The cost of Reg0s hdGpericénahighestlzah fordJmeevemtbobghy ear i
their rate of hospitalisation is similar. This is because Reg is more likely than Urban to be

admitted overnight, and more likely to be admitted to a public rather than private hospital.

Overnight stays in hospital cost 6 times as muctaaseday separations, and public hospital
separations are up to twice as expensive as private hospital sep&tations

14 www.aihw.gov.au/publications/hse/ahs0@/ahs0001-x04.pdf-

15 The riousness of the condition atite complexity of cararelikely to be greater in public hospitals.
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Their brotheRemy from Bourke will have a quite different experience. He is about one and a
half times as likely to separate from hoaptompared with brothers Urban and Reg, and over
twice as likely to separate from a public hospital but about a third as likely to separate from a
private hospital as Urban. Remy is almost twice as likely as Urban to separate from hospital
after one or rare nights in hospital, and only about 30 per cent as likely to separate from hospital
on the same day. Compared with Urban, Remy is 1.2 times as likely to havaeut®n

separation and 1.6 times as likely to have an acute separation

The annualcostto Remy 6s hospitalisations i s twice as
Remy separates from hospital about one and half times as frequently as Urban, and the bulk of
thesearefrom a public hospital, where the cost of separation is up to doublefthavate

hospitals. Also, the cost of overnight separation is 6 times that of adsgnseparation.

Admitted and noradmitted patient services in context
Australian hospitals provide both admitted patient services anddrmitted patient services.

In 2008/09, there were a total of 4.9 million admissions/separations from public hospitals and
3.25 million admissions/separations from private hospitals AIHW 2010. In 2006/07, expenditure
on admitted patients was $21.8 billion in public hospitals andi$flié in private hospitals

(AIHW 2011). While not stated in the AIHW report, hospital revenues (ie income in addition to
government funding (eg from health insurance companies)) in 2008/09 were $3 billion for public
hospitals and $9 billion fgurivatehospitals (AIHW 2010).

In 2008/09, there were 49.2 million nadmitted occasions of service provided by public

hospitals and 2.0 million neadmitted occasions of service provided by private hospitals (AIHW
2011 page 12).

Non-admitted patient care
Expenditure on noradmitted patients ($6.6 billion nationally in 2006/07) has been excluded
from the AIHW Rural Expenditure report. In an analysis of data from 2007/08, the Productivity
Commission (Productivity Commission 2009, chapter 2, page 37) reportd #8&8 million
non-admitted occasions of service, there were:

1 7.1 million A&E services;

q 16.4 million occasions of outpatient cHte

1 24.9 million other occasions of individual patient care; and

1 0.4 million group sessions.

It is clear that the bulk ofdspital expenditure is on admitted patients, but the majority of
services are for neadmitted patients.

In 200202, ratios of Accident and Emergency attendance to population were 236, 359, 413, 853,
and 933 per 1000, in MCs, IR, OR, R and VR areas ctisply/ (AIHW 2003 page 22).

Hospitals in rural and remote areas
In 2008 09, there were 1,317 hospitals in Australia. Of these:

16 Outpatientrelated care includes Allied health, Dental, Dialysis, Endoscopy andd @iaieedures, and Other
medical/surgical/obstetric occasions of service.
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285 (22 per cent) were private fretanding day hospital facilities;
276 (21 per cent) were other private hospitals;

737 (56 r cent) were public acute hospitals; and
19 (1 per cent) were public psychiatric hospitals..

wer e in

Table 7: Public hospitals in Major Cities, regional and remote areas, by type

regional

23 principal referral hospitals were in regional areas and 1 was in a remote area.
17 large hospitals were in regional aaead 1 was in remote areas.

70 medium hospitals were in regional areas and none were in remote areas.
110 small acute hospitals were in regional areas and 40 were in remote areas.

2 rehabilitation hospitals were in regional areas.
62 small noracute hospals were in regional areas and 11 were in remote areas.
47 multipurpose services were in regional areas and 32 were in remote areas.
hospitals

Non-
acute
care
(patient
Hospital Average | Separations| ALOS days
type MC | Regional | Remote| Total beds| (average)| (days) %)
Principal
referral 50 23 1 74 411.8 42,058 3.4 8.1
Specialist
wo men 0 |
chil dr{ 11 0 0 11 200.8 20,631 3.1 0.5
Large acute 23 17 1 41 143.5 15,419 3 13.1
Medium
acute 22 70 0 92 64.1 5,770 3.2 21.3
Small acute 0 110 40| 151 21.6 1,205 3.2 10.6
Psychiatric 10 9 0 19 110.7 554 54.7 51.6
Rehabilitation] 6 2 0 8 70.5 1,104| 20.8 91.2
Mothercraft 8 0 0 8 26.5 1,683 3.6 0
Small non
acute 13 62 11 86 28.4 883 8.5 67.9
Multi-
purpose
services 0 47 32 79 12 345 4.3 29
Other 32 78 77| 187 13.1 233 15 85.8
Total 175 418 162| 756 74.7 6,434 3.7 17.1

Source: AIHW 2010 page 65

Nationally, there were 56,478 bedsgublic hospitals and 27,466 in private hospitals, and while
it is possible to describe how many beds are available in public hospitals in each remoteness

area, we have been unable to locate the same for the 561 private hospitals.

ar ea



Table7 suggests smigr numbers of beds in regional and remote hospitals because of the greater
prevalence in those areas of smaller hospitals. The average number of beds in each hospital in
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MC, IR, OR, R and VR areas is 190, 55, 30, 18 and 13.

Two other pieces of informatn from the AIHW report (AIHW 2011) may be useful in
interpreting health expenditure in regional and remote areas:

1 fifty seven per cent of people in Major Cities have private health insurance, compared with

48 per cent in IR areas and 41 per cent in ORsar@nd

1 approximately 30 per cent of the residents of Major Cities have a government concessional

health card, compared with almost 45 per cent in regional areas.

Changes over time

Therural and remote health deficppears to be increasing.

ThenewAIHW report also indicates slower growth in expenditure in regional and remote areas

for all of the areas of expenditure for which time seriesamvestigated (Figur8).
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Figure 9: Percentage change in age standardised expenditure per person, adjusted200607 prices,
2002102 to 200607
Source: AIHW 2011




Table 8: Percentage change in age standardised expenditure per person, adjusted to 2006orices,
200202 to 200607
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MC | IR | OR | R | VR | Australia

Percent change 20002 to 200607
Hospitals 195 9.8 7.5 8.2 5.2 15.3
GPs 4.9 -4.1 -3.8 -0.3 13.5 2.5
Pathology 2.8 -6.3 -6.7 -2.8 40.4 0.2
Imaging 4.1 -5.8 -6.2 -11.5 0.7 1.1
Specialists -6.6 -13.9 -17.3 -20.6 -9.3 -8.6

Source: AIHW 2011

Notes: This table describes the data illustrated in Figatgove.

While per capita hospital expenditure increaseertime at a lower rate for residents of regional
and remote areathan forresidents of Major Cities, Medicare benefits paid per capita on the four
categories of Medicare expenditure examinetthé@report decreased for regional and Remote

residents (but increased for Very Remote residers) capita Medicare benefits paid for
residents of Major Cities increased (except for specialists).
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The Allianceds comments and interpretat

Hospital expenditure for peoplefrom regional and remote Australia

Total admitted public hospital patient expenditure was $1.381 billion higher for the 7 million
people living in regional and remote areas than would be expected if the per capita Major Cities
ratesapplied Net of lower levels of private patient services ($552 million less) the additional
expenditures in admitted hospital services was an estimated $829 million

These costs are explained by the proportionately higher levels of acute care and by the
proportionately greater number of hospital overnight stays for people in regional, rural and
remote Australia compared to rates of service applyildajor cities.

Based on AIHW data the Alliance calculates that people outside the major cities have about
60,000 additional episodes of acute care, costing an additional $890 million and about 190,000
more episodes of overnight care (this figure including probably the vast bulk of the acute care
services) costing an additional $851 million. (These figurebably largely overlap because

many of theadditionalacute care episodesuld also result in overnight stays.)

People outside of major cities have aba080 fewer episodes nonracute care, but the same
levels of expenditure per head because @fgtteater cost of these non acute services for people
outside the major cities.

Higher levels of acute care
The reasons fohigher levels of acute caneclude tle facts that:

1 rates of separation for potentially preventable diseases are higher in regidnal
remote areas than in Major Cities, indicating lower access to primaryacake;

1 the population in regional and remote areaslower socieeconomic status and
greater need for treatment

The health needs of remote and very remote populations inclirgimguch higher proportion of
Aboriginal people in those areas is especially crucial, as these regions constitute gheut 7.3
centof the population outside major cities, but ovepé4® cenbf additional acute care costs.

Higher hospital expenditureelated topotentially preventable hospital
admissions

Potentially preventable hospitalisations are those thatssesseds having beeavoidable if
timely and adequate ndrospital care had been provided.

Rates of separation for potentially pre\adsie diseases are higher in regional and especially
remote areas (AIHW 2008b). Australian Hospital2006 07 (AIHW 2008b), AIHW reports
that therates of potentially preventable hospital separaticare 15per cento 35per centmore
likely for resicents of regional areas, and over twice as likely for residents of remote areas.

" Eg vaccine preventable diseases, cellulitis, nose and throat infections, dehydration and gastro, angina,
complications of diabetes, asthma, COPD etc.
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Reducing the likelihood of these admissiémisregional and remote areas residéatte rate
found amongst residents of Major Citresluces the crude separation rate fraid ® 330 per

1000 regional residents, 370 to 310 per 1000 Remote residents, and from 460 to 390 per 1000
Very Remote residentsThese adjustmentssult in hospitalisation rates that are broadly similar

for residents of MC, IR, OR and Remote areasstilislightly higherfor theresidents of Very
Remote areas.

Table 9: Potentially preventable hospitalisations, 20062007

MC IR OR R VR
Sep rate per 1000 pop 30.18 34.42 40.35 65.08 70.54
Population 14,298,739 4,121,127 1,980,209 316,271 166,434

Totd avoidable separation:s 431,536/ 141,849 79,901 20,583 11,740

Avoidable separations as ¢
percentage of all
separations 8% 9% 11% 18% 15%

Source: row 1 from page 71 Aus hosp stats 2006o0w 2 from page 134 of AIHW health expenditly
remoteness report, row 3 calculated by NRHA
Note: ths calculation of total avoidable separationsn estimatethe rate in the first row is age standardised

1.60 -

1.40 -

1.20 -
o 100 - W rates of admission if all
B potentially preventable
E 0.80 - admissions were prevented
1]
% 0.60 - W current rates of admission

0.40 -

0.20 -

0.00 -
Figure 10: Comparl son Wlt hospltal a d mi sialy peeventabket e s
admissions were prevented, 20067
Source: row 1 from page 71 Auslian Hospital StatisticR006:07, row 2 from page 134 of AIHW health
expenditure by remoteness report, row 3 calculated by NRHA.
Notes: derived by NRHA from Table A5i2n Austr al i ai®3(AIHE 200p8b)t al s 2006
Potentially preventable hospital admissions ar ¢
be avoidable if timely and adequate fHoo s pi t al car e had bee stofiPPHsiwsinal e
comprehensivet her e are other hospital admissions whi ¢

By way of example, rates of separation for diabetes complications potentially preventable
through primary care were up to 1.5 tinegherfor residents ofegional areas and between 3
and 4 times higher for residents of remote areas than for residents of Major Cities.
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From Figure 0, it is clear that potentially preventable admissions are responsible for much of

the difference in admission rates. Addregginimary care, illness preventiamdhealth

promotion would do much to reduce admissions to hospital by residents of Regional and Remote
areas. Note that the admission rate in VR areas is still higher than in MCs, but appreciably

lower than it would dterwise have been.

fiThe selected potentially preventable hospitalisations (PPHs) are those conditions where
hospitalisation is thought to be avoidable if timely and adequatéospital care had

been provided. Separation rates for PPHs therefore hagetiabis indicators of the

quality or effectiveness of nemospital care. A high rate of potentially preventable
hospitalisation may indicate an increased prevalence of the conditions in the community
or poorer functioning of the nemospital care system.

The definition doesiotinclude those admissions that could have been prevented by lifestyle
modification (eg quitting smoking, better diet, active lifestyle) or by modification of the
environment or society (eg safer roads and vehicles, cleaner aércordrol over environment,
better education, better access to reliable and high quality work, supportive and predictable
climate, good governance, control of disease vectors, etc).

In other words, while better access to primary care would result er lo@spitalisation rates,
and in more similar rates of admission in each of the areas, fo¢usegibroadprimary health
care would delivestill furtherbenefits in health and reduced need for high cost acute itase.
very likely that with good acess to primary health care, and to a physical, social arnd buil
environment irregional andemote areas designed to promote health, hospital admissions in
regional and remote areas wouldrfiemore tharmn Major Cities.

Poorer health of the population andreater need for treatment

Higher levels of hospital admission may also indicate an appropriate use of the hospital system
to respond to greater ned®eople living in regional and remote Australia have, on average,
poorer health and worse health outcontas people in Major CitiesRural people experience:

less access to education and to hidgnezl jobs

lower average incomes;

lesser access to primary care;

cultural issues (eg related to higher rates of smo&imdgrinking; lessphysical activity

overweight);

1 occupational and environmental hazards (eg agricultural jobs and higher risk of high
speed road accident); and

9 poorer access to fresh and healthy food.

= =4 =4 -4
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Examples of poorer health in regional and remote areas
In regional and remote areas, anthpared with Major Cities:
1 Death rates are 1.05.15, and 1.21.7 times as high;
1 Asthma, bronchitis and arthritis are aboutp2® centmore prevalent;
1 Rates of infectious disease (for example Ross river virus, Salmonella, sever
STIs) are frequently sexad times higher;
1 The prevalence of disability in males is at leasp@0centhigher;

1 Death rates due to injury are 1135, and 1.B3.2 times higher.
(Phillips 2009)

fAln 2008 09, there were 869.8 separations per 1,000 population for Indigenous
Austrdians, 2.5 times the separation rate for Other Australians. Aboufifthg of the
difference between these rates was due to higher separation rates for Indigenous
Australians admitted for maintenance renal dialy$sIHW 2010 p 137).

Bearing in mindhat Indigenous people make upp¥ cenof the population in Very Remote

areas, it is likely that a substantial proportion of the iregional difference in the rate of

separation is likely to be a consequence of higher rates of admission for didlisisnclear to

what extent the need to travel would require these admissions to be overnight and to what extent
this adds to expenditure in remote hospitals.

One would expect higher rates of hospital admission so as to address poorer health. However,
there would appear to be a range of options which could reduce this level of poor health, through
greater access to primary care, better access to education and tsbayheconomic status

work, better access twusing and healthy foodsnd so onwhich would be expected to result

in lower rates of hospital admission.

Once againafocus onboth better access to primary care antadprimary health care
would assist to reduce rates of these diseases and the need for hospital admission.

Compounding their prospectsgpple from regional and remote areas Hawer levels of access

to many hospital procedures whichve the capacity teeduce the odds of future poor health
Australian Hospital Statistics 200@7 (AIHW 2008b) reports lower rate$ geparation for a

range of procedures for residents of remote areas, and in some cases residents of regional areas.
It is highly probable that other procedures are also less common for residents of regional and
remote areak but a comparison for the comepe range of procedures, by remoteness area of the
patient, has not been published.



29

Table 10: Standardised separation rate ratios for selected hospital procedures, by area of
residence, 200607

MC IR OR R VR
Cholecystectomy 0.98 1.09 1.01 0.83 0.73
Coronary angioplasty 1.06 0.92 0.84 0.81 0.62
Coronary artery bypass graft 1.00 0.99 1.05 0.88 0.88
Hip replacement 0.95 1.12 1.07 0.89 0.55
Knee replacement 0.94 1.15 1.08 0.83 0.70
Myringotomy 1.03 1.01 0.89 0.70 0.54
Prostatectomy 1.00 1.04 0.96 0.73 0.56
Tonsillectomy 0.96 1.19 1.01 0.86 0.43
Source: AIHW 2008b.

Higher levels of @emight stay

There are many likelyausef higher levels of overnight stay for peoftem rural and remote
areasincluding the highelevels of acute care describabove

In addition to thispresentation at hospitaf someone from Regionalor Remote are& more

likely to lead to their admission for m@ns broadly associated with precautidvhere (as in the
bulk of occasions) their presentation is to a litasm their home area (ie in a regional or remote
area), helesser availability of specialissmdadvanced diagnostic equipmantanghere is a

lower probability of adefinitive diagnosis This means there is more likely to be an overnight
admissioras a precautionary measui®econdly, bnger return travel distances for some patients
may make precautionary admission more likefyiven also local understanding of logistical
challenges with returning home

In addition to these precautionary adnoss, hospitalsn regional and remote areesver for
thelack of access to access to residential aged care, rehabilitation services and domiciliary
support for patients who no longer require acute inpatient care.

It also appears likely that there argimnal differences in the patterns of chezause othe

level ofavailability of specialist staff and infrastructure. For example, in rural regions where

geriatric, rehabilitation and palliative care specialists are not as readily available as in

metrom | i t an regions, patients may be more 1|i kel
categories.

Higher hospital expenditure related to lower supply of aged care

One of thdikely significant reasons for high&vels of longer stafiospital expediture for

people in regional and remote areas is the need for hospitals to accommodate frail aged people
because of the lower supply of residential aged care places and aged care patkages

areas It seems likely that older people often moveaigér and less remote centres (eg regional
hubs) to access aged care and hospital services, thereby reducing the apparent magnitude of the
undersupply of aged care services in those (especially remote) places.

The wndersupplyof aged care places in rega and remote are&slikely to be more serious
than is often assumed. Indigenous people over the age of 50 years dndigenmous people
over 70 years are considered, on average, to have a similar need for ag&urckr¢he
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proportion of the podation in Major Cities who are Indigenous is only 1 per cent, it rises in IR,
OR, R and VR areas to 2, 5, 13 and 44 per cent respectively.

If the denominator for the calculation of rates is altered from the total population in each area
older than 70 yes, to the number of Indigenous people older than 50 years plus the number of
nortindigenous people older than 70 years, the rates of aged care provision are much poorer, as
shown inTable11.

Table 11: Actual residential aged car@laces CACP and EACH packagesavailable, per 1000
persons aged 70+ yearnscenarioa) and per thousandnon-Indigenous 70+ and Indigenous 50+
years cenario b) by ASGC Remoteness area, 30 June 2006

MC | IR| OR| R| VR

Rate per 1000 population

Total aged care places per 1008séd
on population aged 70 and o\a) 108| 115.1| 104.2| 112.2| 219.1
Total aged care places per 1000, inc
Aboriginal people aged 589 (b) 107 111 98 90 111

Source: Derived by NRHA from AIHW 2008.

Note: Rates reported have been recalculated using aietbdénominator the nonindigenous population
in each area aged 70+ plus the Indigenous population in each area aged 50+ based on 2001 figure
most recent available).

An AIHW report on aged care 20@®09 shows that country regions other thaty vemote

have at least a 2 per cent shortfall in the provision of aged care, compared to Major Cities. It also
notes that, if adjusted for Aboriginal aged care needs for people & 88 provision of aged

care services falls short nationally by anliéidnal 2.9 per cent. Given that 70 per cent of

Aboriginal people reside in rural and remote Australia, it can be concluded that most of this
additional shortfall would also be in rural areas. With government aged care outlays of $10
billion in 20082009,the Alliance considers that aged care provision could be short by close to
$500 million, even before considering the likely higher costs of providing aged care services in
rural and remote areas.

Equitable provision of aged care services is crucial,rand will become increasingly so as the
population ages and as the share of older people in regional areas (esppamaRggiona)
increases. Information on the adequacy of aged care services is therefore sgzdsdiee
adequacy of the healthreasystem in rural areas.

Nursing home care units are more common in regional and remote hospitals than iGikftgor
hospitals. For example, of the 261 nursing home care units in Australian hospitals, 13 are in
Major Citieshospitals, while 191 are megional hospitals and 57 are in Remote area hospitals
(AIHW 2010 page 71). This equates to 7 per cent of Majoeshbspitals, 46 per cent of
regional hospitals and 35 per cent of remote area hospitals.

Seventy nine regional and remote hospitals assdied as Multpurpose Services (MPSSs).

These hospitals were generally combined with services for residential aged care, and mainly
provide noracute admitted patient care. The Alliance regards these as good models for service
delivery in regional andemote areas, where the combination of a number of sepricesles
someeconomies of sgpeand maintains essential services in these communities, including aged
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care. It is unclear whether the aged care provided in these 79 MPSs is additional to tieddesc
for those hospitals in regional and remote areas which contain nursing home care units discussed
in the point above.

Rates of separation for patients receiving maintenance and psychogeriatric care in regional areas
were 1.05 to 1.35 times thoseNmajor Cities, and in remote areas were twice those in Major

Cities. Even more significant, per capita consumption of patient days in IR and OR areas were
1.9 to 4.4 times those in MCs, while in R and VR areas average per capita consumption was 9
and 5.8 tmnes that in Major Cities (AIHW 2008 p 19).

This higher hospital admission rate can be explained by different patterns of separation from
hospital into residential aged care with lower levels of admission and lower levels of permanent
admission to redential aged careKarmel et al (AIHW 2008. Karmel, Lloyd and Anderspn

72) note that:

0The most striking difference was the decr
the remoteness of the RAC facility increased: for facilities in Majoe€&b per cent of

people admitted from hospital went into permanent care compared with under 50 per

cent for those in remote and very remote regiorihe models on discharge show.

that people from more remote regions were less likely than othbesdischarged into

RAC, and that the resulting admission into care was even less likely to be for permanent

RAC as remoteness increased. This pattern could result from a number of factors,

including the avail abil it yregonh, the avalabilityeoh t i a |
community care and the need to ensure that a person can cope once they return to a
home that may be a | ong way from emergency

Elderly rural and remote people in need of residential agedatsobave to wait longein
hospital before they are transferred to Residential Aged Care (RAC).

Nationally in 200809, there were 1.065 million patient days used for maintenance and
psychogeriatric care (AIHW 2010 p 287). There were 25.782 million patient days provided by
combned public and private hospitals in Australia in 2008 (AIHW 2010 p 153).Therefore,
nationally, about 1 in 25 (4 per cent) of patient days were used for maintenance and
psychogeriatric care. From the previous paragraphs, it is clear that the ratgeoinuskajor

Cities is lower than this, possibly around 2 per cent (or less) of bed days. On this basis, the
percentage of patient days consumed by maintenance and psychogeriatric care would be
approximatelyt per cent and 9 per cent in IR and OR areascimsér to 18 and 12 per cent in
remote and very remote areas respectively.

It appears likely that if the rate at which people were hospitalised and were accommodated in
regional and remote hospitals was the same as in Major Cities, , the expenditateacute
serviceswould be between 2 and 7 per cent lofegrpeoplein regional areas, and between 10
and 16 per cent lower in remote areas. This would contribute substantially to removing the
expenditure differential between MCs and the other areas.

Table12 belowshows thatged residents of IR, OR, R and VR areas have to stay in hospital 15,
40, 50 and 30 per cent longer than their MC counterparts before they enter RAC.
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Table 12: Mean and 90" percentile of length ofhospital stay in days, for patents 65+ moving to
permanent residential aged care, 2002002

MC IR OR R VR | Australia
Mean 35.8 41.0 51.1 54.3 46.7 38.2
90" percentile 69 79 97 104 n.p. 73
Bed day rate /100( 1162 1173 1290 1464 2068
pop

Source: AIHW 2008. Karmel, Lloyd and Anders

Note: the difference in very remote areas described in this table does not factor in the influence of the lar
number of Indigenous people with earlier onset of aged care needs. An unknown percentage of the patie
described in this table are aldescribed in the previous section on maintenance and psychogeriatric admis
(ie there is likely to be some overlap).

Elderly rural and remote people in need of residential agedtsareait longer in hospital
before they die. Aged residents of IBR, R and VR areas stay in hospitat, 2.2, 2.6 and 3.7
times longer than their MC counterparts before dying (TaB)le

Table 13: Mean and 90" percentile of length of stay in days, for patients 65+ who died in hospital,
20012002

MC IR OR R VR | Australia
Mean 13.6 18.4 30.5 49.2 50.1 17.3
90th percentile 30 30 38 43 76 31
Bed day rate /100( 1,162 1,173 1,290 1,464 2,068
pop
Waiting bed days 2.% 4.8% 7.2% 7.1% 3.2% 3.8%
as a percentage of
total bed days

Source: AIHW 2008 Karmel, Lloyd and Aadson

Note: the difference in very remote areas described in this table does not factor in the influence of the lar
number of Indigenous people with earlier onset of aged care needs. It is significant that the 90th percent|
remote areas is lowendn the mean; the median for most areas (including remote) is 8 days, which means
extreme outliers play a major part in determining the mean in remote areas (ie at least one person stayec
least one remote hospital for a very long time beforag)yi An unknown percentage of the patient days
described in this table are also described in the previous section on maintenance and psychogeriatric ad
(ie there is likely to be some overlap, but it is unclear how much).

The preponderance admaler hospitalsand lower economies of scale

This report does not address relative costs of similar services provided by regional and rural
hospitals compared to like services provided by hospitals in major cities, as it focuses on services
provided to rurbpeoplefrom all sources including major cities; further it is not able to break

down services by complexity of care needs.

There aranore tharthree times as many hospitals in regional and remote areas as in Major
Cities, however, these tend to béstantially smaller than MC hospitalBable7 illustrates the
substantially smaller size of regional and especially remote area hospitals.of these

hospitals may be more efficient, while it is certain that many will cost more for equivalent types
of service, because of their lack of economies of both scale and sagper ebsts of staff with
greater use of locums and temporary staff, and the need for some attraction costs such as
provision of accommodation would also add to the costs of some ogaitdls.
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Many rural hospitals also need to provide capacity for service provision eg for accident and
emergency

Even though these hospitals are smaller, the average cost per sefanatipablic hospital$or
patients in regional and remote aresagery similar, and 10 per cent higher for private hospitals,
compared with costs for Major Cities residents.

Overall, in the view of the Alliance, the key issue for people in rural and remote Australia is to
preserve their access to local hospitalfaaas practicable, and to ensure that the range of
hospital services is best designed to meet the needs of the local comifhmitpntinued
development of mukpurpose services providing a combination of aged care, hospital and some
community and prirary care services acute represents the appropriate pathway.

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

Tablel and Table 14 (belowjescribeg h e Al | i a saf théregiomakahdenmoiz t e
deficits for the 44 per cent of totakalth expenditure not reported by AIHW.

For these estimates, the total amounts spent nationally on each category for which information
on remoteness of the recipient is unknown are taken from AIHW 2011. The deficits are gauged
by comparing 32 per cent tifose national amounts (32 per cent of Australians live in regional
and remote areas) with estimates of the likely percentage underspend.

For the estimation of thegercentage underspendtsvas assumed thpeople in regional and
remote areas:

1 use mnadmitted patient services at about the same rate as those in Major Cities (use of
A&E rates are likely to be higher, but outpatient and other service rates may be lower)
(ASEC 2001%%

1 have about the same levels of accesheaommunity health servicabat are provided
by state governments

1 spend (out of pocket) 20 per cent less on medication than their Major Cities counterparts
for the 47 per cent of expenditure on medication that was not reported by AIHW;

1 based on the distribution of health profeasig and other evidencgyend40 per cent
less on allied health and 30 per cent less on dentist®ther oral health care;

1 taking account of lesser access to many health care professionals and hospital services,
have about 20 per cent less access t® amdl appliances.

18 The health section of tHgtate of the Environment report 200written by the AIHW- suggests that rates of non
admitted patient services outside metropolitan areas averaged about the same as in metropoltén lzaeasiot
been able to locate more recent data
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Table 14: Estimates of expenditure on residents of regional and remote areas for the 44 per cent of
health expenditure not reported on by the AIHW, 200607

Item not reported Underspend, Potential underspend?
overspend or unsure?

All non-admitted patient Similar None

services (eg A&E

outpatients)

Community health services | Assume similar Assume one

Non-PBS medication (i.e. Underspend Perhaps $0.35 billion

47% of all medications) (20% shortfall)

Aids and appliances Underspend Perhag $0.20 billion (20%)

Other health practitioners (e¢ Underspend Perhaps $0.260.345 billion

allied health) (30-40%)

Oral/dental care Underspend Perhaps $0.3450.5 billion
(20-30%)

Overall Underspend At least $1 billionup to $1.4
billion

Aged cae costs(residential | Underspend Perhaps $500 m

aged care, CACP, EACH

Source: Derived by NRHA.
Notes: The middle column describes the NRHAOGS
experience an underspend or an overspend on thegaijgaritems.

Table14 suggestsn underspend ithose areas against whidltHW reporting was not possible
of $1.151.4 billion (not including aged care).

In previous reports the AIHW has estimated a shortfall in aged care expenditure indural an

remote areas, compared to the rates in Major cities, in the order of 2 per cent. The Alliance

estimates that, if adjusted for the greater proportion of Aboriginal people in rural and remote
Australia and their aged care needs between the ages of 50,ahduhdersped in regional

and remote areagould approximate $500 million per annum.

The AIHW Reporidoes not deal witbutlays across several categories of expendifline
Alliance believes that for this 44 per cent of total expendithege issufficient evidence to
indicate thai here tod thereis a substantial net deficit imoth ®rvices anautlays for country
people compared tihose in Myjor Cities.

Oral health

If rural residents had proportionate access to oral health care, ruratiéypson such care
would be of the order of $15@ million per annum.

However, the AIHW studyGeographic Distribution of the Australian Dental Labour Force,
2003iv,reported the distribution of prasitig dentists as 56.2 Major Cities , falling awayo

33.6 in Inner Regional, 26.6 in Outer Regional and 22.9 in Remote/Very remote areas while in
Outer Regional there were only 1.1 dental hygienists, compared to 3.8 per 100,000 in Major
Cities.
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On that basisand assuming 20 to 30% lesser accesdNHRA estimates that the shortfall in
expenditures on oral health care, albeit largely constinmeled,wasof the order of $80-525
million per annum in 206€007.

Allied health

Providingrural residentsvith proportionate access for major citieso allied heath services
would require rural expenditure the order of $86aillion per annum.

The allied health professiomempriseaboutl8 per cenbf the healthworkforce in Australia and

are vital contributors tenultidisciplinary health careThere s a dearth of information on access

to allied healthservices and on the nature and the distributionefthed healtiworkforce in

rural and remote Australia. The National Allied Health Workforce Report (2003) showed that
only 20.5 per cent of practigy psychologists were reported as working in rural and remote
regions.This equates to 0.83 psychologists per 10,000 head of population in very remote areas
and 3.44 in Inner Regional centres, compared to 5.92 per 10,000 head of population in major
capitalcities. Where MBS funding is available for those with chronic conditions and with mental
health conditions, ratios of expenditure in regional and remote areas were only 70, 40, 19 and 8
per centespectively of thdlajor Citiesrate.

Overall,aservice @ficit for access to allied health services of48er centis likely, with an
annual expenditure deficit of 82-$345 million - again largely consumdunded.

Non PBSmedicines

Proportionate use of neRBS medicines in rural areas wouéssult in expeniture in theorder of
$1,700 million per annumThe relatively poor access by rural peopl®BS mediciness likely
to mirrorunder access to nd?BS medicineand a P per censhortfall would beralued at
around$350 million.

Aids and appliances

Propationateaccess to aids and applianagesural areas wouldesult in expenditure in therder
of $1,000 million per annumThe poorer access to primary care, including Bs Gther primary
care professionals and to allied health is likely to be mirraréower access to aids and
appliances and a&2er censhortfall would bevalued at aroun@200million.

Thus for theséour vital categories of health services, rural Australia would face a futdiiert

in services costing an estimated $1.1 billior$1.4 billion (much of whichwould be costs

covered oubf-pocketby consumers although some such costs also coming from public sources
(aids and appliances) and some from private health insurance. Conservatively, the alliance is
confident of at least killion dollar annual shortfall in rural access to these services.

Other

The report also noted expenditures on community health, public health aikedarare
medical services such as those purchased by the Department of Veteransa&fiaagh as on
and hospital nomdmitted care.
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The overall picture of access to health servimesural people including in the new AIHW
report- gives no reason to believe country people would fare any bettelation to these
unallocated outlaysAdditionalinformationon these matters would be very useful.
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The geographical basis of the AIHW and NRHA reports

Both repors compare health expenditure theresidents of five regions of Australia: Major
Cities, Inner Regional areas, Outer Regional areas, Resneas and Very Remote aredbese

five regions are defined in the Remoteness structure of the Australian Standard Geographical
Classifilgation, sometimes known as AS®EmotenesArea, and sometimes (incorrectly) as
ARIA+™.

The report does not desceilexpenditure in the regions where the services were provided (e.g.
where thedoctor or the hospital was locate®ather it provides a picture of the expenditure on
or by people who live in these regions, irrespective of where the service was provided.

Remoteness areas are an index of the average road distance to the closest urban areas of five
distinct types (ranging from small towns, to large metropolitan centres). However, this (average
distance) is all that the index measures.

The following exampldlustrates why Remoteness areas should be used with caution. Urana is a
small town in southern NSW roughly an hour and a half from Wagga and Albury, two hours
from Griffith and four hours from Canberra. It is classified as an Outer Regional area, as is
Darwin in the Northern Territory and Townsville in Queensland.

Poto courtesy Urana Shire Council with permission.
Figure 11: Urana, population 1,500, NSW, Outer Regional

9 ARIA+ is the continuous variable (with a value between 0 and 15) upon which ASGC Remoteness areas are
defined.
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Figure 12: Townsville, population 181,743, Queensland, Outer Regional

Uranais very differenfrom Townsville and Darwinincluding in relation to @ess to work,
doctors, hospitals, education and even medical schddisy therefore have quite distinetels
of attractivenesfor health professionals, for example.

Figurel3 belowmapsthe five remoteness areas
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Figure 13: Remoteness areas of Australia
Source: ABS 2007










