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Executive Summary

The conclusion of this paper is that the government’s new medicare proposals will have the following effects: 

· Bulk billing for health care card holders will rise. 

· Bulk billing for non health care card holders will fall dramatically. 

· Bulk billing overall will continue to fall.

· The extra training positions will slow the decline in doctor numbers per head of population.

· People in rural areas will have better access to doctors. 

· Expenditure on general practice will increase. 

This paper proposes additional solutions which will increase bulk billing, increase availability of doctors, which is cost neutral, and which is compatible with the existing reforms.

(a) the impact of the current rate of the medicare benefits schedule and practice incentive payments on practitioner income and the viability of bulk billing clinics.

Summary:

· Increases in MBS rebates result in increased practitioner income.

· Decreases in MBS rebates result in decreased practitioner income.

· Increases in PIP payments increases practitioner income.

· Decreases in PIP payments decreases practitioner income.

· Changes to MBS payments or PIP payments have little (if any) impact on the viability of bulk billing practices.

To put this very simply, any increase in payments by the government generally go straight into doctor’s pockets. The key determinant of whether a GP bulk-bills is whether GP’s nearby bulk bill, which in term is determined by the over or under-supply of doctors.

There is a large body of well researched literature produced by AMWAC and the DHA which discusses the relationship between supply of doctors and bulk billing rates. The clear conclusion is that the availability of bulk billing is driven almost solely by the over or under-supply of doctors, and has little to do with rebates1. To illustrate this point consider the fact there are two groups of GP’s; “VR” and “Non VR”. The standard consultation rebate for a VR GP is $25.05 and the bulk billing rate is 74.1% (2001-2002 figures). The rebate for a Non VR GP is $17.85 and the bulk billing rate is 83.1%. At face value, this data suggests that rebates should be lowered in order to increase bulk billing. The true answer is that these different bulk billing rates have little to do with rebates, and much more to do with different distributions of VR and Non VR GP’s. 

In order to discuss the viability of bulk billing clinics one has to look at the supply of doctors.. In 1984 the ratio was 1.08 doctors per 1000 patients. Bulk billing was 45%. The ratio peaked in 1996 at 1.35/1000. Bulk billing peaked a year later. The ratio is currently 1.24/1000 and bulk billing is falling at about 2-3% per annum. Bulk billing is falling because of the provider number restrictions introduced in 1996, and to restrictions on overseas-trained doctors entering this country. 

The provider number restrictions were introduced after extensive research showed an oversupply of doctors, particularly in urban areas. This is discussed in detail in reference (1) but the conclusions (Section 3.3.1) can be summarised thus.

· There is a shortage of practitioners of all kinds in rural and remote parts of Australia.

· There is an oversupply of GP’s in capital cities.

· There is an uneven spread of practitioners between the various states.

· There is a shortage of indigenous doctors and doctors working in indigenous health.

The following is quoted direct: “Most current and recent Commonwealth, State and Territory workforce policy initiatives are focussed on achieving a distribution of practitioners that will provide more equitable access”.

Such a statement assumes, as a given, that the health budget is not infinite, and that the role of government is to distribute limited funds in the most equitable way possible.

The simplistic solution sometimes proposed is to increase rebates/PIP payments. This increases doctor incomes, but it does not increase bulk billing, and it does not result in more equitable access.

Of key concern is the viability of bulk billing clinics. Bulk billing clinics are most viable in areas of doctor oversupply. The large numbers of doctors drives the price down to a floor of zero. The political problem is that the areas we are discussing are generally outer urban areas which are usually marginal seats. The areas of true need, namely rural and indigenous communities, seem to often lie in safe seats. 

The dilemma is that people in outer urban areas (with a gross oversupply of doctors) are the ones now noticing the decline in doctors and hence the decline in bulk billing. These people then lobby their political representatives.

Question: Does one allocate resources to prop up bulk billing in marginal seats by increasing the number of doctors, or does one allocate money to areas of need as defined by doctor to patient ratios? 

The proposals before the Senate are designed to allocate resources to areas of greatest need. These areas are based on doctor to patient ratios and other solid statistical evidence. The main threat to bulk billing clinics at the present time is the decrease in the number of GP’s per head of population caused by the 1996 provider number restrictions. This threat exists now and will continue to exist regardless of the proposals before the Senate. The new proposals will slightly improve the viability of bulk billing clinics by increasing the number of GP training positions, but this will be more than offset by the incentives to GP’s to leave suburban areas and move to the bush.

(b) the impact of general practitioner shortages on patient’s ability access appropriate care in a timely manner.

Summary:

· There isn’t a shortage of GP’s in suburban areas, rather an oversupply.

· In areas where there is a true shortage, mainly rural areas, patients have trouble getting timely care.

· The most equitable solution is to redistribute GP’s to areas of greatest need.

The implication of the above question is that there is a shortage of GP’s everywhere. This simply isn’t the case, as most cities have more than enough GP’s.

The reality of the situation is that with a gross oversupply of GP’s in cities, patients have become used to seeing the doctor with no appointment and as soon as they walk in the door. If doctors are enticed to leave areas of oversupply, this situation will change, and patients will have to make appointments and/or wait longer to be seen. These patients collectively have a powerful lobbying voice, and will complain vociferously to their MP to fix the situation.

City dwellers are very fortunate. For most people in rural areas (eg towns of 20,000 or less), there is major shortage of doctors. It is not uncommon to have to wait a week to see the doctor, and this applies even to semi urgent problems such as children with earaches or burns. 

One has to define what is meant by a “timely manner”. If this means that a doctor should always be available to see urgent, non urgent and trivial problems without an appointment, then we would need at least twice the number of GP’s we have at present.

If “timely manner” means that a problem such as a laceration should be seen within a few hours, then we have a major problem with our delivery of health care in some parts of this country. This level of service is simply not available to rural areas.

The equitable solution is to move GP’s from cities to rural areas. This means the waiting times will go up in cities, and will go down in rural areas.

The equitable solution may not be the politically smart solution, as people in cities are going to complain bitterly that they have to wait longer to see the doctor. The Senate will have to weigh up the conflicting problem of “politics” vs “equity” in deciding whether to support the new medicare package. 

(c) The likely impact on access, affordability and quality services for individuals, in the short and longer term, of the following Government announced proposals:

(i) Incentives for free care from general practitioners limited to health care card holders of those beneath an income threshold:

Effects:

· Short term access for HCC holders to bulk billing will increase.

· Short and long term quality of care for HCC holders will change very little.

· Long term access for HCC holders to bulk billing will continue to increase. 

For those GP’s that sign on to the government’s incentive program there will be a direct financial incentive to bulk bill the most needy. For those that don’t sign on there will still be a generally accepted community view that bulk billing is available for the most needy. In the long term there will still be GP’s who are committed to providing free care to those in need, and indeed doctors have always provided free care to those truly in need, in much the same tradition as lawyers sometimes provide services “pro bono”. At the very worst, even if HCC holders have to pay a gap, the gap will be lower and almost certainly affordable for this group.

The incentives for free care for the needy has a converse effect on those who do not have a HCC. This group is two thirds of the Australian population, namely about 12 million people. 

· In the short term, health care will become more expensive for non HCC holders

· In the long term health care will continue to become more expensive for this group.

· In the short and long term quality of care will not change greatly. 

(ii) a change to bulk billing arrangements to allow patient co-payment at the point of service co-incidental with direct rebate reimbursement.

· In the short and long term, this proposal will dramatically decrease bulk billing for non HCC holders.

· In the short and long term, this proposal will not greatly change quality of care.

For 15 years, one of the cornerstones of the medicare system is that it makes it easy (administratively) to bulk bill patients, and difficult to privately bill. Consider the hypothetical of a patient who is bulk billed, vs a patient who is privately billed at the rebate level only. In both cases the service is provided for free. For the bulk billed patient, just one signature is required. The doctor electronically sends the bulk billing information, and a cheque arrives for the doctor a few weeks later. For the privately billed patient, they have to fill in an A4 sized form and sign it (some surgeries fill in some of the form for the patient, but many do not). The patient has to pay the rebate, either in cash, or by a credit card (another signature). They have to physically take the form to medicare, or the doctor has to post the form to medicare (electronic claiming of privately billed consultations is uncommon). If the patient didn’t pay the rebate, the cheque gets posted to the patient (not to the doctor even though it is in the doctor’s name), and the patient has to post the cheque back to the doctor. If the patient forgets, the doctor has to write to the patient. Just explaining all this to the patient is confusing! It is even worse when the patient is in hospital and has to claim part of the gap back from their health insurer. No wonder doctors are tempted to bulk bill.

The new proposals turn this on its head. Private billing becomes as easy as bulk billing – one signature and (in most cases) cash or a credit card payment for the gap. The extraordinary thing is that this simplified system comes with an incentive payment. Doctors are being paid to give up bulk billing.

In summary, doctors are being paid to keep bulk billing 1/3 of the population, are also being paid to stop bulk billing the other two thirds. 

(iii) a new safety net for concession cardholders only and its interaction with existing safety nets.

The introduction of a new safety net will greatly assist cardholders. This group will find it much easier to cope with the expenses of being ill, which often tend to occur all at once, and at times when people are least able to work and hence pay for the expenses.

Non card holders will of course be no better and no worse off as the safety net doesn’t apply to them.

(iv) private health insurance for out of pocket expenses.

This is one of the most exciting proposals in private health care in the last two decades. Whilst medicare may be “universal”, there is still a significant proportion of the population who choose to pay for private hospital insurance, as well as paying (through taxes) for their medicare insurance. Anyone who has been ill and been treated in the private system knows that the gaps can be quite prohibitive. Indeed, these gaps are a major factor in patients subsequently opting out of the private health system. These patients then burden the public system.

Both the public and private systems need each other.

Ever since medicare was introduced, it has been illegal to insure against the gap. Even insuring offshore has been difficult, and probably also illegal. 

With patients able to insure against the gap, private health insurance will become much more attractive. This in turn will take pressure off the public system, reducing waiting times. 

The effect on doctor’s gaps is likely to not be as great as expected. The argument against this proposal has always been that doctors would increase their gaps substantially. This ignores the fact that it is the patient who ultimately pays. Health insurers will actively seek out doctors who charge lower gaps, and will provide incentives to patients to visit those doctors. The effect will probably be to lower gaps in an incremental way and in the long term. Private health funds drive a hard bargain!

The overall effects are likely to be lower gaps, little change to premiums and thus an increased incentive to take out private insurance. For those who depend on the public system only, the effect is likely to be shorter waiting lists and better access.

(d) alternatives in the Australian context that could improve the Medicare principles of access and affordability within an economically sustainable system of primary care

(i)  whether the extension of federal funding to allied and dental health services could provide a more cost effective health system.

“Cost effective” begs the question; cost effective to whom?

Medicare is funded by taxation, mainly from general taxation and a small part from the so called “medicare levy”. The true cost is borne by taxpayers. The consumers are all Australians. Thus a “healthy”  taxpayer finds medicare not cost effective, and a “sick” non-taxpayer finds it very cost effective. 

To the government, medicare is not cost effective at all. In a mostly private system (eg dentists), the cost to the government is negligible. Introduce medicare, and the cost goes from zero to billions of dollars. In the strict sense of the word, this can’t be more cost effective.

Perhaps the answer can be obtained by comparing the cost of visiting the GP compared with going to the dentist. Once upon a time, a visit to both was very expensive. Now, most people can see a GP for free, and the dentist is still very expensive. More importantly, the dentist’s income per hour is substantially more than the GP’s. GP’s earn less under medicare, so their overall cost to the community is less than dentists. Perhaps this is an argument for introducing “denticare” and “physiocare”. 

As was said when the British National Health was introduced; “we will stuff the doctor’s mouths with money” [then whittle their incomes down later]. 

The idea of extending medicare is worthy of further exploration.

(ii) the implications of reallocating expenditure from changes to the private health insurance rebate.

Any decrease in the private health rebate will make private health insurance less attractive, and will consequently increase pressure on the public system, which in turn increases waiting lists and decreases access and equity.

It has been suggested that the private health rebate be decreased and the money used to increase GP rebates. As explained elsewhere, the only effect this would have is to increase GP incomes.

There is no need to spend any more money on general practice. Leave the private health rebate as it is. Instead, see below for a detailed solution to problems of general practice, which will alleviate doctor shortages, improve access and equity, increase bulk billing and all for no extra expenditure whatsoever. 

(iii) alternative remuneration models that would satisfy medical practitioners but would not compromise the principle of universality which underlies Medicare; 

The following proposal explores this question in detail. It solves many of the problems the government is attempting to solve, and it does not conflict with any of the proposals currently being put forward by the government. As such, it could be layered on to the current proposals.

A PROPOSAL TO ALLEVIATE THE DOCTOR SHORTAGE IN RURAL & OUTER METROPOLITAN AREAS, IMPROVE QUALITY AND AT THE SAME TIME INCREASE BULK BILLING, ALL WITHIN THE CONSTRAINTS OF THE CURRENT GP HEALTH BUDGET.

Executive Summary

There have been attempts in the last few years by the AMA and others in the medical profession to lobby for an increase in GP rebates in order to prop up bulk billing. This proposal will present evidence showing bulk billing rates are not linked to rebates but rather to the number of doctors. Evidence will be shown that rebates can actually decrease, and the money saved used to pay for extra doctors, thus allowing bulk billing rates to stabilise, or indeed rise. A model to attract doctors to areas of need will be outlined. A model will also be presented for increasing GP standards.

Introduction

There exist two types of GP – “VR” and “Non VR”. Some VR doctors have done the RACGP’s fellowship exam, but most (11,400) have not. Non VR GP’s have not done the exam. Most GP’s are VR by virtue of year of graduation, some by virtue of winning lawsuits, and some because they have done the exam. Non VR and VR GP’s have similar prescribing habits, similar referral habits, and identical medical indemnity insurance premiums. GP’s in both groups are able to join all GP representative organisations with full membership. VR GP’s represent 90% of the GP workforce and Non VR GP’s the other 10%.

The Vocational Register was a system set up in the late 1980’s with the aim of improving standards and decreasing government expenditure on general practice. It failed to do either of these things. Provider number restrictions in 1996 made the VR obsolete.

It is hard to see any difference between VR and Non VR GP’s except for the fact that VR GP’s have medicare rebates about 37% higher than Non VR GP’s. These VR GP’s, by virtue of their numbers, are able to dominate GP representative organisations and hence lobby for higher and higher rebates. Bulk billing rates for both groups are almost identical, and in fact bulk billing is slightly more popular amongst Non VR GP’s despite the lower rebate.

The vocational register allows comparison between two groups of doctors with substantially different rebates. The conclusions allow for a radical rethink about how general practice is financed.

Bulk Billing & Rebates

Some salient facts: 

· All GP’s want to be paid more.

· There is a limited amount of taxpayer money available for general practice.

· Bulk billing is popular with the electorate.

· Governments would like all GP’s to bulk bill, and for the cost to the government to be as small as possible.

Given a choice between asking a patient for a gap, or asking the government for a higher rebate, GP’s will prefer the latter.

Bulk billing has been going up for over 15 years, but is now starting to decrease. (VR) GP rebates have increased less than the rate of inflation. Therefore, say groups such as the AMA, rebates must increase in order to stem the fall in bulk billing. This argument is flawed, and can be refuted by considering the following:

· Bulk billing rates rose during the 1980’s and most of the 1990’s despite GP rebates falling in real terms through most of this time. 

· Virtually all specialists have substantially higher rebates than GP’s and much lower bulk billing rates.

· Bulk billing rates vary widely geographically despite rebates being the same Australia wide.

· Non VR and VR GP’s bulk bill about the same, despite the considerable rebate differential.

The conclusion is that bulk billing and rebates are not linked. Any argument that tries to link these needs to refute all of the above. Rebates could rise or fall substantially and it would have little long term effect on bulk billing rates.

The question obviously becomes “what is the driver of bulk billing rates?”

The answer is the number of doctors. The real reason for the recent decline in bulk billing is the provider number restrictions which were introduced in 1996. This legislation dramatically decreased the number of GP’s entering the workforce. GP’s find they have less competition from nearby doctors and have more and more patients seeking their services. In a climate of a surplus of patients and less competition, prices are able to rise and GP’s find they can start charging without losing patients.

The geographical rates of bulk billing provide further evidence. Bulk billing is much more popular in cities than in rural areas, and there are more doctors in cities per capita than in rural areas.

Data from specialists provide further support. It is widely known that specialists limit their numbers, usually by setting lower pass rates for exams and limiting training places. Many specialists find they have an unlimited number of patients, with long waiting lists. They find they can charge large gaps without any change in patient demand. Yet for historical reasons, specialist rebates remain higher than GP rebates. Again, bulk billing is driven by patient supply and demand, and not by rebates.

Data comparing bulk billing rates between VR and Non VR groups provides the strongest evidence. Bulk billing rates remain very similar between the two groups despite the rebate differential. Governments have been reluctant to decrease or freeze VR rebates due to political lobbying from GP groups – “if you do that we will all stop bulk billing”. The rebate differential between the two groups is an experiment in progress proving this not to be so.

Decreasing Rebates

No government has ever been politically game to substantially decrease rebates. However, it is worth considering the hypothetical of what would happen. The most obvious would be a political backlash from GP groups dominated by VR doctors, most particularly the AMA. These groups would attempt to rally the general population, with the argument that doctors may all stop bulk billing if rebates were decreased. At the same time, GP groups would be mindful not to breach the Trade Practices Act 1974, as a mass increase in fees could be seen as collusion. Initially many GP’s would stop bulk billing, more in protest than anything else. 

Over a time frame measured in years, market forces will come to dominate again. Market forces were behind the gradual rise in bulk billing over most of the history of medicare, in spite of exhortations by the AMA for GP’s to stop bulk billing. In a micro-economic sense, GP’s bulk bill because the GP nearby also bulk bills. When one examines this more closely one finds GP’s bulk bill because if they charge a gap they lose patients to the GP nearby that bulk bills. This is the market in true equilibrium, and it works while patients are able to move easily between GP’s and when there is an oversupply of doctors. Supply exceeds demand, and the price falls to the minimum which happens to be $0.00. If GP rebates were to suddenly fall (or indeed rise), these market forces would ultimately prevail, and in the absence of confounding factors bulk billing rates would end up virtually the same over time.

So, rebates could change substantially and there would be an initial political backlash, though the economic system would equilibrate over the longer term.

Savings

The savings one could make by immediately reducing VR rebates down to Non VR levels are substantial, of the order of hundreds of millions of dollars. Bulk billing may decline temporarily, but would rebound as market forces override political forces. 

The “Doctor Shortage”

This is an issue that is increasingly in the press. Rural areas have always had a severe shortage of doctors, and rural communities will often offer incentive packages such as a car, subsidised housing and subsidised surgery costs in order to attract a doctor.  One can consider a “shortage of doctors” creeping in from the bush into the cities. The next place to feel the shortage is the outer metropolitan areas. Numerically, a lot more patients are affected, and these patients tend to take the issue to their local MP, creating a “crisis”.

One could ask, why don’t the outer metropolitan GP’s charge fees?

The answer is most intriguing. Rural and inner suburban dwellers are more used to GP’s charging fees. As the doctor shortage has become more obvious, one can imagine a wave of “fee charging” moving out from city centres, and to a lesser extent moving in from rural areas. From the individual GP’s perspective, each isn’t going to stop bulk billing until the GP down the road also stops. The wave of “charging fees” has not reached the average GP in the outer metropolitan area, so this GP has to keep bulk billing.

At the same time, these GP’s continue to retire. New graduates from the RACGP training program are hard to come by. There are less GP’s in outer metropolitan areas, increased patient demand, and yet these GP’s can’t stop bulk billing like their rural counterparts. They end up working longer hours and get angry and disillusioned. 

This is what creates the “crisis”, which then becomes a political issue.

On Costs

If we are to consider decreasing rebates to pay for more doctors, we have to consider on-costs. The following figures are not precise as there is a wide variation in benefits paid to GP’s, but consider an average GP who is paid $100,000 per year by medicare. That GP will generate another $100,000 in pharmaceutical costs, $20,000 in pathology costs, $20,000 in imaging costs, and $30,000 in specialist costs. The total flow on costs are double the direct rebate costs for GP’s billing in the 25th centile, and triple the direct costs for those billing on the 75th centile.

The final upshot is that every GP is about 2.5 times more expensive than their direct costs. Those with an interest in supply side economics will note that there is logic to the argument that limiting numbers of GP’s limits flow on costs in other parts of the health system.  The situation isn’t quite this simple, as patients who can’t see their GP may present to a public casualty service where the cost of delivery is much higher. In a general sense though, the logic behind the 1996 provider number legislation was to limit the supply of GP’s and hence decrease expenditure.

Reduction in rebates

As previously discussed, VR and Non VR GP’s bulk bill about the same amount, and thus it is logical to conclude VR rebates could be decreased to Non VR levels. It may be possible to decrease rebates slightly more.

Let’s take an average VR GP who sees 5000 patients a year. Their direct costs may be $125,000. Decrease this by the ratio of $17.85/$25.05 gives new direct costs of about $90,000. One has saved $35,000. A Non VR GP with all their on-costs costs about $250,000. Thus we need savings from about 7 GP’s to pay for one new GP. There is obviously some error possible in these assumptions, and the true number might be as low as 5 or as many as 10 GP’s. 

Bulk billing & GP numbers

Bulk billing rates started at 45% in 1984, rose to 72.3% in 1999 and have fallen to 70.4%. GP numbers were 16948 in 1984 and rose to 24176 in 1998. Australia’s population rose from about 15 to about 19 million during this time. Using the exact figures, one can say that there were about 1.08 GP’s per 1000 population in 1984, rising to 1.35 per 1000 in 1996. The ratio has fallen slightly since 1996, which is expected as this was when provider number restrictions began.

As an aside, the bulk billing rate curve and the doctor/1000 population curve track each other very closely, and the correlation coefficient is >0.97. (0 is no correlation and 1.0 indicates perfect correlation). The correlation between bulk billing and rebates is much lower.

Bulk billing rates are very sensitive to numbers of GP’s. If, hypothetically we were to decrease the number of GP’s by 3000, then the ratio would be similar to that in 1984, and bulk billing would plummet to about 45%.

On the other hand, the Government may wish just to halt the decline in bulk billing. To achieve this goal there needs to be about 300 new GP’s added every year. 

More GP’s could be added if one wanted the bulk billing rate to rise higher than 1999 levels. 

Is this affordable?

The simple answer is yes, and very easily. If VR rebates were decreased to Non VR levels, and it takes between 5-10 existing GP’s to pay for one new GP, then one could pay for between 1800 and 3600 new GP’s, all without increasing expenditure. 

As modelled above, one only needs about 300 new GP’s a year. 

Other factors need to be considered such as the increasing trend towards part time work. Even allowing for errors, this model shows we need about 300 new doctors a year, and we can pay for several thousand. This model can postpone the “bulk billing crisis” for at least another decade.

The government’s new proposals will increase the number of new GP’s by 150, so one only needs to pay for another 150 per year to prop up bulk billing rates indefinitely.

Areas of Need

There is ample evidence of chronic doctor shortages in rural areas. There is a problem of perceived shortage in outer metropolitan areas, and even if this isn’t nearly as bad as the rural problem it remains nevertheless a political problem.

There remains an oversupply of GP’s in inner metropolitan areas.

There are currently plans to encourage Non VR GP’s to relocate from inner metro areas to outer metro areas. Such plans are superficially attractive, and for the right price doctors may move. The costs however are not insignificant, as many Non VR GP’s have spent years building up a practice with patients loyal to the doctor. GP surgeries have little goodwill value, and yet there would be expenses involved in starting a new practice. The financial inducement necessary to encourage any doctor to move may be more than $100,000.

On the other hand, it is much easier to attract a new doctor to an area. GP registrars at the moment receive offers to join practices all the time, and many practices compete in order to get registrars when they are training in the hope they will stay once they gain fellowship.

The government has introduced bonded scholarship schemes, and these do work. 

It is well within the government’s power to offer a doctor a provider number in return for that doctor agreeing to participating in the training program, and agreeing to stay in a particular area for a certain amount of time.

The concept of geographical provider numbers is not new; it is being used at present for overseas trained doctors, and there was a de-facto geographical provider number scheme running for the last decade in the form of the RACGP training program.

From a doctor’s point of view, many gain valuable experience from areas of need. Rural general practice is extremely rewarding. All that really needs to change is that support needs to be improved, and GP’s shouldn’t be asked to run a country town by themselves on their first rotation. This is not a difficult problem to solve. Rural GP’s will be keen to provide extra support if they feel in return they are getting more doctors in rural areas.

A New Rebate Structure

It is worth considering the political consequences of decreasing rebates. GP’s will put up with frozen rebates in dollar terms, which represents a decline in real terms at the CPI rate, as this has been happening to Non VR GP’s for over a decade. If rebates were to fall dramatically in dollar terms, there would be a political backlash from GP organisations.

If the government wishes to halt the decline in bulk billing rates and isn’t willing to pay for more new doctors, the only solution remains to restructure the current system.

The way to do this is to create a rebate system sufficiently different from the current system.

The current rebate system is largely time based. Most consultations are “standard” consultations of between 6 and 20 minutes. Much has been said about "6 minute medicine” since some unscrupulous entrepreneurs worked out this was the way of maximising income. (as one wag said at the time, this took about 6 minutes to work out).

The time model being proposed here is to effectively split the standard consultation into two roughly equal parts. The way to do this would be to have a time split of 1 to 13 minutes, 14 to 20 minutes, 20-40 minutes and 40+ minutes. 

Some privately billing doctors have already started doing this, finding that patients are reluctant to pay the standard gap if the consultation happens to only take 6 minutes, and have different gaps for different times, or even time based gaps based on how many minutes the consultation took.

With a new time tier system, one can then model the rebate such that overall payments to GP’s decreases by about 20%. The simplest way to do this would be to leave the rebate for 14-20 minutes the same, and to set the 1-13 minute rebate rate to somewhere around $14. There are political advantages in such a model, as one can argue the brief rebate (1-5 minutes) has actually been increased from $11.45 to $14, albeit with an increase in the time as well.

Total savings can be calculated as follows: Approx 2,500 average consultations per GP per year rebate decreased from $25.05 to $14. Total savings per GP = $27,000.  Cost per new GP including on costs = $250,000. Number of current GP’s needed to pay for each new GP = 250,000/27000 = approx 9. Number of new GP’s one could potentially pay for = 18,000/9 = 2000. Number required per year to keep bulk billing rates constant = 300. This scheme could keep bulk billing rates constant for another 6-7 years.

Time Measurements

There are anecdotal accounts of GP’s seeing 80 or more patients in a day. Many GP’s find it hard to understand how this is possible, as those privately billing would find 30 to be a busy day. Theoretically it is possible, as 80 patients x 6 minutes is 8 hours. It remains unlikely that the doctor spent the absolute minimum of 6 minutes with every patient.

The current system is flawed as it encourages this sort of abuse. There is little incentive to measure the time each of the above consultations took, as the doctor can easily change the figures to 6 minutes.

If the above new time tier model were implemented, and doctors were required to record the start time and the consultation time, it would be much easier to prove medicare fraud.  This could be done by looking at the split between the two main consultation times (which should be roughly equal), and also by adding up how long the doctor says they are working each day, and seeing if it comes to a plausible number.

Software to do this time measurement is available now, and existing accounting packages could be easily changed if this became a requirement.

The Rural Doctor Shortage

There is a well recognised shortage of doctors in rural areas. Many solutions have been proposed, and here is another.

Most rural doctors love their work. The main problem they face is never getting a break. Rural workforce agencies have partially addressed the problem, though locums are still hard to find.

There are many city GP’s who would like to do rural work. The problem is that the city GP then has to find a locum themselves, and the costs of paying for the locum are usually about the same as the income from the country locum work.

What is needed is a financial incentive to encourage a city GP to give a country GP a week’s break. The cost may not be all that great - $5000 would be a great incentive. 

The total cost would be $5000 extra per rural GP per year. This is a trivial cost when compared to the costs of a rural GP closing up their practice and leaving town with no one to replace them.

The scheme could easily be financed from the savings made by the new time tiered rebate system.

GP Standards

The current system of GP standards is in need of review. The gold standard remains the Fellowship of the Royal Australian College of General Practitioners. This standard is well validated and widely respected.

The problem is, only about one third of GP’s have the FRACGP. The other two thirds have a “standard” best described as experience, plus a commitment to ongoing education. This isn’t really a standard, and indeed if a GP becomes a drug addict or an alcoholic or is unable to practice appropriately, the current system has no way of identifying these problems early.

Proposals to make the FRACGP more popular have met with a hostile reception from the AMA. This may be because those senior in the AMA do not have the Fellowship, and have no intention of getting it. There is certainly no financial incentive to get the FRACGP.

The RACGP would like to see the FRACGP more widely adopted, but that organisation has severe internal financial problems at the moment and is in the process of disbanding committees like the National Standards Committee.

It may be timely to look at financial incentives for gaining the FRACGP, either in the form of grants to assist with exam costs, or by paying different rebates to Fellows.

The financial incentive need not be great, and any increase in the number of GP’s who have the Fellowship will demonstrably improve standards of medical care in Australia.

Recertification

Another way standards can be improved is to re-certify GP’s. Current systems never check on a GP once they have started working. It is a sad fact that GP’s do come before medical boards with problems such as drug addiction and alcoholism.

Continuing education (CPD) seeks to make sure doctors stay up-to-date, but it is not assessed in a formal sense.

A model which has been proposed by academic GP’s is to make sure all GP’s are assessed every three years or so. This would not be an onerous process, and would aim to ensure GP’s are still practising to the standard set by the Fellowship exam. 

Conclusion

There is a looming doctor shortage. There is a desire on the part of government to maintain high levels of bulk billing. We are entering a period of financial restraint where governments simply do not have spare cash to inject into health. There is always a need to strive for higher standards of medical care.

This paper proposes solutions which may at first seem radical, but which have the potential to solve GP workforce problems, solve the political problem of falling bulk billing rates, improve standards and do all these things within the current health budget.
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