Costello rules out 3 per cent extra health levy
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Federal Treasurer Peter Costello today ruled out imposing a three per cent tax to make people pay for health care in their old age. 

"I think probably the press had a bit of fun with it, but I can assure you that there's no plan to have a three per cent tax on anybody," Mr Costello told Southern Cross radio news. 

"None whatsoever. Ruled out. 

"It won't be happening." 

The Herald Sun reported today the government was considering a system of forced savings to make workers pay for health care in their old age. Under the plan, dubbed Medisave, workers would be required to contribute up to three per cent of their salaries. 

Opposition ageing spokesman Anthony Albanese warned the Medisave scheme could be a smokescreen for immediate cuts in aged care spending, with many social portfolios facing scrutiny as the government prioritises defence and border control in this year's budget. 

``The government is considering yet again another tax increase from the highest taxing government Australia has seen,'' Mr Albanese told ABC radio. 

``The aged care system hasn't yet recovered from the half a billion dollars that was cut from the system in the first Costello budget. 

``What I want to see from the Minister for Ageing is his immediate response to the crisis which is there because there's no point talking about 20 or 30 years into the future as a smokescreen for cutting in the immediate budget.'' 

The Medisave scheme is reportedly the brainchild of economist Vince FitzGerald, a former top bureaucrat. 

Dr FitzGerald said there would be a big increase in health costs into the future and it was short-sighted not to save for that time. 

``The next decade is a bit of a breathing space, the baby boomers will still mostly be working and the big increases in health aged care costs will be largely in the future,'' he told ABC radio. 
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