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Introduction

Combined Pensioners and Superannuants Association of NSW Inc (CPSA) is an advocacy organisation representing the interests of all pensioners and low income earning superannuants.
CPSA has branches in metropolitan Sydney and regional NSW.  Its membership stands at approximately 8,000 and represents over 10,000 affiliate members belonging to retired union groups and community organisations.

Members of CPSA range from younger people on the Disability Support Pension (DSP) and sole parents through to retirees on the Age Pension.  Because these people, by definition, are on low, fixed incomes, they have a close interest in the preservation of health care which comes within their budgets.  We believe Medicare must be maintained and protected from any attempt to dismantle it.

CPSA also stands in solidarity with low income earners who are not pensioners and superannuants.  Working families with children need affordable medical services.  Many are not well off and cannot afford private health insurance.  Our association understands their concerns about the future of Medicare and the possibility of its demise.

How Medicare works for low income earners
At a meeting of CPSA on health issues in 2001, Nicola Ballenden, a health policy officer with the Australian Consumers’ Association, illustrated how Medicare is able to provide health services to all Australians regardless of their level of income.  According to her, effectively what happens is that the Federal Government buys health services on the Australian population’s behalf at a bulk discount.  Another way of looking at Medicare is a combined pool of money to buy health services.  When high and low income earners pool their resources everyone shares in a reasonable level of service.  If the high income earners take their money away the low income earners are left with meagre resources.  And after all, it is highly questionable that higher paid Australians will wish to pay the Medicare Levy (particularly with the surcharge) if they are not receiving Medicare services.
Medicare pools the money of Australian citizens via graduated taxation.   This form of financial pooling is similar to what happens in regard to other services – public education, social security and government operated public transport.  The practice of putting funds on the basis of how much one can afford via the taxation system is antithetical to how private health systems operate.  Private health insurance, while it receives subsidies from the Commonwealth, relies on users paying their way.  It is the argument of CPSA that health systems based on community contributions provides the best health outcomes in contrast with the user pays system which underpins private health care.
Crisis in Medicare – universality under attack
There is currently a crisis situation for public health insurance in Australia.  In rural and outer suburban areas, people have to come up with extra money for medical consultations because doctors can no longer afford to bulk bill.  Public health is being starved of funds partly because over $2.3 billion is being diverted to private health insurance.  But what is most alarming is that the Commonwealth Government is starting to deliberately undermine Medicare by questioning its role as a universal service.

What is meant here by a universal service is one that provides a service to an entire population rather than a subcategory of that population.  Medicare is a universal service because it provides basic health insurance to everyone regardless of income levels.  By contrast, private health insurance is a good example a non-universal service.  It is only available to a section of the population under certain conditions such as affordability.

However, the Prime Minister has stated that bulk billing was never intended for anyone other than people on low incomes.  In other words, he seems to be defining it as a safety net for those who cannot afford private health insurance.  Bulk billing, of course, is what makes Medicare a system of universal health care.  It is its very essence.  What is happening now is that this very essence of Medicare is undergoing a review.  This, of course, is why organisations such as CPSA believe it is essential to put our point of view before this Senate Select Committee.  Opponents of Medicare, and we believe the Prime Minister is one, are constructing a new view of Medicare as a non-universal service rather than a universal one.  

This new way of viewing Medicare has worrying implications.  If the United States’ experience is anything to go by and Medicare is treated as a non-universal rather than a universal service, it will offer a second rate service to those who qualify as recipients(.  This is because higher income earners will no longer have a stake in the system and it will no longer be resourced by them.  As critics of the Federal Government’s health policies have pointed out there will be a two-tiered health system – one for the well off and one for the poor.  And the one for the poor will be seriously underfunded.

No doubt the Prime Minister is hoping to keep concession card holders on side by saying that publicly funded health care will still be there for them.  However, once the concept of universality in terms of publicly funded services is successfully challenged, then slowly but surely these services become either eroded and/or more expensive and invariably out of reach for many people to whom it should be available to – not only concession card holders but other low income earners as well.  CPSA, therefore, opposes incentives for GPs who bulk bill concession patients.  Any such scheme should be seen for what it is: an attempt to divide low income earners holding concession cards from those who don’t.
How the Medicare crisis is playing itself out
The current rate of Medicare patient rebate as a percentage of the scheduled fee is too low.  This is a disincentive for doctors to bulk bill.  The end result is that many doctors in regional areas are leaving the bulk billing system.  This process is most marked in regional areas of Australia where there is not the competition from doctors who remain in the bulk billing system.  In other words, if you live in Sydney and your closest doctor doesn’t bulk bill you may be able to go to the doctor in the next suburb.  This is not really an option in remote rural areas.  According to 15 May Joint Statement by the Leader of the Opposition the Hon Simon Crean MP and Shadow Minister for Health and Ageing Stephen Smith MP, “Labor’s New Deal to Save Medicare”:
“Under John Howard, bulk billing by GPs has declined by 11 percentage points from a high of 80.6% [in 1996/1997] to 69.6% today.”
While the Federal Opposition may cite figures most favourable to their political arguments, the Prime Minister and the Minister for Health and Ageing are not disputing the fact that bulk billing is in decline.

In addition, this decline strongly implies that the current government has never supported a public health care system.  Our association perceives that from the outset the government has initiated policies that run counter to the idea of public health care.  The private health insurance rebate and annual health spending cuts are examples.

Doctors also face expenses associated with practicing including medical indemnity.  Insurance costs are rising and forcing some GPs to close their doors.  This obviously has a direct impact on people who need to obtain access to medical services.  In other words, some communities are not only without a bulk billing doctor; they have no basic medical services for miles around.  
However, while it is clear doctors to be encouraged to practice in locations where they are needed and return to the bulk billing system, CPSA opposes the idea of changing bulk billing arrangements to allow patient co-payment at point of services co-incidental with direct rebate reimbursement.  Such a proposal is counter to the whole concept of universal bulk billing and may even be a “wedge” to gradually erode bulk billing.

Another manifestation of the crisis in Medicare is the impact on public hospitals.  According to a 2 May 2003 media release from the NSW Minister for Health:

“Emergency Department attendances in NSW topped 2 million for the first time last year.  Everyone knows Emergency Departments are busy.  The Federal Government’s proposal to cut health funding targets public hospitals.  The Medicare changes will further increase pressure on public hospitals as GP fees increase.”

While the funding of Australian Health Care Agreements and their impact on state public hospital systems may be considered separate issues, the extra stress on the public hospital system as a result of low income earners not being able to afford doctors’ fees must be regarded as directly relevant to the Senate Select Committee’s terms of reference.
If the Federal Government was to carry out major cost shifting from the public to the private system, it could only be deleterious to health of those who rely on Medicare for preventive health services.
Recommendations

· The maintenance and extension of the universal and affordable health care system, available to all, including universal access to bulk billing
An increase in the Medicare levy by a small percentage could be used to encourage non-bulk billing doctors back into the system.  The Federal Opposition’s pledge to, first of all, lift the Medicare patient rebate for all bulk billed consultations to 95 percent of the scheduled fee and later lift it to 100 percent of the schedule fee has merit.  
Whatever the Federal Opposition intends to carry out on attaining government, it is necessary to utilise taxpayers’ money in order to achieve what they say they will do to turn around the decline in bulk billing.  Even a small increase in the levy would assist that process.
The ultimate aim, however it is embarked upon, must be universal access to bulk billing – not a “safety net” only for concession card holders.

· An increase in the Medicare levy

As mentioned above, only an increase in the levy can give the Federal Government the necessary resources to make universal access to bulk billing a reality.  Depending on the size of the increase, it may be possible to include allied health services under Medicare.

· Abolish tax incentives (including private health insurance rebates) to high income earners
The private health insurance rebate translates as a $2.3 billion gift to the private health insurance industry.  This is money that could be used to fund the public health system.  
Supporters of the private health insurers have argued that a viable private health insurance system offers the consumers freedom of choice.  However, consumers can only have genuine freedom of choice if the public health system is also viable.  CPSA believes the viability of the public system is threatened by taxation revenue being given to wealthy private health insurance corporations.  
Furthermore, prior to the existence of the private health insurance rebate private insurers were still able to operate in the market system by offering consumers their products in competition with each other.  The abolition of this rebate would not deny the health consumer the right to private health insurance if they choose to take it up.
· Rebate for medical practitioners working in rural communities to be higher than for metropolitan medical practitioners
The Federal Opposition has said it would ensure doctors in rural and regional areas would receive $22,500 each per annum for bulk billing 70 percent or more of their patients.  

Again, CPSA would regard this scheme as worthy of consideration.  Because of the extra problems the decline in bulk billing is causing people in relatively isolated areas, there is a strong argument for greater financial incentives going to rural medical practitioners.  The detail of the exact amount could be negotiated.
· Doctors who bulk bill should receive an increased and adequate rebate

As it is contrary to the Australian Constitution to force doctors into a government operated medical scheme, the Federal Government must appreciate that doctors need to receive an increased and adequate rebate in order to encourage them to stay in the system.  The rebate, whatever the amount that relevant parties negotiate, should be in line with CPI and must meet doctors’ expenses such as medical indemnity and other costs required to run a practice.
· Dental treatment to be included in Medicare
Dental health is not covered by Medicare even though it is common knowledge that poor dental health affects an individual’s overall health.  Oral health problems have been found to be linked to medical conditions such as: 

· Circulatory diseases -Ischaemic heart disease, cardiovascular disease, coronary heart disease, atherosclerosis, cardiovascular accident (stroke);
· Diabetes; 

· Arthritis; 

· Respiratory disease – Pneumonia; 

· Cancer; 

· Pre-term Low-birth-weight Babies.
Because of the expense of even basic dental procedures such as root canal therapy and fillings, people on pensions are not encouraged to visit dentists regularly.  This means they must put up with considerable pain and distress for long periods before they are attended to by a NSW public dental service provider.  By then, a simple procedure invariably has turned out to be a more complicated procedure with more difficult treatment.

This problem has an inevitable flow-on to the public hospital system.  If the dental health of low income earners was attended to earlier rather than later, complications like diabetes would not be as prevalent.  As it is, late onset diabetes is more common than it should be and at least partly stems from poor oral health.  This in turn means that more people have to be admitted to hospital for illnesses associated with dental health problems including diabetes and other diseases than would be the case if low income earners could afford quality dental work.

The problem of dental health and other health issues for low income earners poses unenviable choices.  That is, people on a pension or similar income must prioritise the health problems they can afford to attend to.
· The maintenance of the Pharmaceutical Benefits Scheme (PBS) and the public hospital system
Along with Medicare, the PBS and public hospital system are keystones of Australia’s public health system.  Maintenance of the PBS is regarded as essential by CPSA because many pensioners and superannuants rely on low cost pharmaceuticals to ensure good health.  

International drug companies are known for their hostility towards the PBS.   This is not a surprise as the PBS keeps the prices of medicines and low and, therefore, affordable for many people who require them.  CPSA is absolutely opposed to the PBS being traded away as part of any free trade agreement with the United States.

Our association is also concerned about the de-listing of pharmaceuticals from the PBS.  While in some cases de-listed pharmaceuticals may be replaced by improved ones, there is anecdotal evidence that indicates this is not always the case.  We call on the Federal Government to ensure low income earners receive the medications they need without undue stress caused by changes to the PBS.
CPSA represents a constituency with an interest in maintaining the public hospital system.  It is the Commonwealth’s responsibility to make sure the states receive the necessary funding to keep Australia’s public hospitals of a high standard and ensuring best practice.  This would mean states and the Commonwealth should avoid political wrangling when it comes to funding Australian Health Care Agreements.
· Centrelink’s Pharmaceutical Allowance be increased to equate to one script per week for each Centrelink Pharmaceutical Allowance recipient

This measure would demonstrate a commitment to preventive health on the part of the Commonwealth by making it easier for low incomer earners to purchase necessary pharmaceuticals.

Appendix
The US health insurance system is an outstanding example of the problems health consumers could face if they have to deal with a predominantly private system.  CPSA has included this policy paper on the US system in this submission to illustrate exactly what should be avoided at all costs if Australia wants to maintain a fair and viable health system.  It appears that the US health system is the model that the Federal Government eventually would like to impose on Australians.  We reject such a model (see over the page).
US HEALTH INSURANCE SYSTEM

Introduction

The Commonwealth Government is now making its intentions in regard to Medicare known.  The detail is available in the Federal Budget.  Many of its detractors are pointing to the US health insurance system as a model of what Australia could be in for if the Commonwealth gets its way.  For instance, in a 21 April media release this year the Doctors Reform Society (DRS) made this assessment of what the Federal Government is up to:

“The Federal Government’s so-called ‘Medicare reform package’ is nothing but a demolition package.  If introduced, bulk-billing will not be universally available, doctors’ fees will soar and Medicare, which provided all Australians universal non-discriminatory access to health care, will be an empty shell of its previous self…We can’t afford to destroy Medicare.  The two-tiered US-style system Howard and the AMA seek to inflict on us will end up costing more, not less.”

Leaving aside the details of the current round of proposed Medicare reforms, the key point here is that it is suspected that the Federal Government is going to change Australia’s existing health insurance system to a non-universal, economically more expensive system characteristic of that in the US.

If it is the case that the Commonwealth intends to “reform” Australia’s health insurance system to resemble that of the US, it makes sense to take a closer look at the features of the US system. And as this paper will assert, if Australia’s health insurance system is repackaged to resemble its US counterpart, there will be grave consequences for health care in this country. 

Privatised nature of the US system
According to a report on health by the Organisation for Economic Co-operation and Development (OECD) the US health insurance system is qualitatively different from the health insurance systems in the developed world:

“The US health system is unique among OECD countries in its heavy reliance on the private sector for both financing and delivery of health care.  The public sector plays a not-insignificant role, providing coverage for the elderly, disabled and poor, and spending as much on health as a share of GDP as is spent in total by many OECD countries.”

The DRS expands on the point regarding the sheer expense of the American system:

“Reports from the United States show that the private health system is reaching new heights of absurdity.  Despite health costs now pushing 15% of GDP (almost double that of Australia’s “free system – 8.6% - and most of the OECD countries), many of the sick are being refused health insurance cover by the for-profit corporations.”

In other words, as Australian critics of the US health insurance system accurately point out, not only does a predominantly privatised national health insurance system cost the economy more in dollars and cents, it is also inefficient in providing health care to those most in need.

Lack of health insurance
One of the biggest problems of the US system that both conservative and leftist political commentators draw attention to is the large number of people in the US who are without any health insurance whatsoever.  Paul London, a visiting fellow at the conservative American Enterprise Institute (AEI), makes this sobering point:

“Both [Republican and Democratic] parties are talking about reforming health care again because 42 million Americans don’t have insurance, the country’s annual medical bill is rising at 7 percent to 8 percent a year, and higher costs for prescription drugs make seniors furious.”

It is important to note that the US has no equivalent of Australia’s Pharmaceutical Benefits Scheme (PBS).

US Democrat Congressman Jim McDermott gives some statistics on the breakdown of this uninsured 42 million:

“Contrary to what many people might think, roughly 75 percent of the uninsured work full-time or part-time.  The remaining 25 percent are split evenly between those who are unemployed and those who are not in the labor force.”

And of those who are uninsured minority groups are overrepresented.  Ramon Castellblanch, an assistant professor of health education at San Francisco State University, cites a 2001 report by the Institute of Medicare in the US that found that:

“…35 percent of Latinos – more than one out of every three – under the age of 65 are without health insurance.  This rate is far higher than the 17.5 percent of the general population who don’t have coverage…Without coverage, people have more difficulty obtaining needed medical care.”

Despite the ideological divisions, both conservative and liberal policy makers, theorists and politicians in the US seem to be united in the belief that the large number of Americans without health insurance is a serious problem.  Even more serious is the fact that low income earning Americans, who often come from disadvantaged minority groups such as Blacks and Latinos, are overrepresented amongst the uninsured.

This is a salient point for supporters of the Australian health system.  In Australia everyone has health insurance because Australia has a universal health insurance system (or a single payer system as it is called in America).  Even those people who cannot afford private health insurance are covered by virtue of the fact that possession of a Medicare card opens the door to at least basic health services.  In the US people can end up with no coverage because insurance is simply too expensive for them.  The system is geared towards the needs of private health insurers.  So, it is necessary to look at American system’s component parts in order to see why so many people have been left without health insurance.

Fragmentation
A report to the OECD describes the somewhat fragmented American health insurance system thus:

“Most of the working-age population and their dependents are covered by employer-provided insurance plans.  Medicare, a social insurance programme, covers virtually all senior citizens and some of the disabled.  Medicaid and the State Children’s Health Insurance Program (SCHIP) serve as a social assistance safety net, covering the poorest and those whose medical expenses consume a large portion of their income, along with near-poor children (up to a family income level set by the state).”

The authors go on to point out that gaps invariably occur.  For instance, although tax considerations encourage employers to offer health insurance to employees it is not a legal requirement.
 What tends to happen is that because employers choose the health plan for their employees they go for what is cost effective and suitable to their needs – not their workers.  Furthermore:

“Firms that employ many low-wage workers are least likely to offer insurance, as are companies with high employee turnover.  Some workers are not covered because their employer does not offer coverage.  Others are not eligible to enrol because of waiting periods or minimum standards for hours worked.  Still others choose not to enrol because of the amount of the contribution the employee is required to make…”

Karen Olsson, writing for the American journal Mother Jones, cites this example of the last point:

“Because health insurance on the Wal-Mart plan would deduct up to $85 from her biweekly paycheck of $550, she goes without, and relies on Medicaid to cover her son, Gage.”

The consequences of this can be tragic as Ramon Castellblanch illustrates:

“Here's a startling statistic: Each year, 18,000 people in the United States die prematurely from lack of health insurance, according to a recent study by the Institute of Medicine. Uninsured adults with diabetes, heart disease, kidney failure or mental illness are much worse off than their insured counterparts.”

US Democrat Senator Hillary Clinton also shows the human cost of going without health insurance:

“Children without any health insurance are twice as likely to be hospitalized for illnesses such as asthma and ear infections. And Americans without health insurance are four times more likely to seek care in emergency rooms.”

This is point is of direct relevance to what is happening around public health policy in Australia today.  One of the main criticisms of the Federal Government’s recently released Medicare reform package is that low income earners who are not social security recipients will find it increasingly difficult to afford medical expenses because they will not be eligible for the “safety net” which aims to assist concession card holders.  

This is especially alarming not only for low paid workers but also for many superannuants.  After all, many superannuants are not entitled to a Centrelink pension although they are not particularly wealthy.  In the future, will their Commonwealth Seniors’ Health Card be enough to make them eligible for the “safety net”?  Or will they have to pay market prices for medical consultations?  

What is certain is that if this category of people is left without decent health coverage there will be serious consequences in terms of their health and well being.

Problems with Medicare and Medicaid
However, the “safety net” health insurance schemes in the US are completely inadequate.  They are underfunded and the services they offer are completely inadequate because they only exist for people the US Administration seems to care very little about: older people and the poor.  Here is an example of the consequences of the second rate services Medicare provides (Medicare is the US Government program which covers non-working older people): 

“Medicare reimburses for medication only while the elderly patient is in the hospital. Carol Dembe, an emergency-room doctor working at a Philadelphia hospital, repeatedly treats the same patients with recurrent crises such as asthma attacks and seizures. Medicare pays for the emergency-room visit. Patients who cannot afford their medicines go home without their prescriptions filled and bounce right back to the emergency room a few days later. The cycle continues at a higher cost to the system than if medications were provided at a nominal fee.”

If the US had an equivalent of Australia’s PBS and listed drugs were price capped, older patients’ lives would not be put at risk and the country’s health budget would not blow out of proportion.

Medicaid, which covers non-working younger people including the unemployed, is no better:

“[A] waitress with heart problems is told that she is not disabled and can work if she just takes her medicines and gets a job where she can sit. Of course, companies are reluctant to hire her because of her illness and the burden of underwriting her healthcare. Because she can't afford her drugs, her condition worsens to an irreversible stage; then she becomes eligible for Medicaid. Such cases provide a continual flow of clients for attorneys specializing in disability law. Retroactive payments from Medicaid settlements feed the lawyers.”

If the waitress in question had a job which offered health benefits she would lose these if she lost her job until she managed to obtain coverage under Medicaid.  Such a disruption could be potentially seriously detrimental to her health.  But unfortunately this is the predicament of thousands of Americans.

Preventive care is obviously not a huge priority for the US health system.

Counter arguments to the market system
There is, however, a glimmer of hope in the health debate in the US.  It is not entirely one sided in favour of private health insurers.  For instance, it is particularly interesting that McDermott goes on to say in his address to the conservative Heritage Foundation:

“As you all know, I am a strong believer in universal health insurance, and that the most efficient way of providing it is through a single-payer financing system.  Such a system would lift the prohibitive burden of health insurance administration from employers and replace it with a public premium that shares responsibility throughout society.”

People like McDermott and Clinton are amongst the few voices in the US Congress who have spoken out in favour of universal health insurance.  However, it is a step forward in the debate surrounding health insurance in America that private health insurers and pro-market ideologues are facing dissent.

Conclusion
If there ever was an example of market inefficiency, the US health insurance system is it.  And reforming the existing arrangements is not going to address the underlying problems.  The US system is inherently flawed because it is geared primarily towards the profits of insurance companies.  Unlike the Australian system of universal health insurance, the US system has a major built-in fault that means a huge number of people have to go without any coverage whatsoever.

There is probably no issue less suited to market forces than health.  The economic rationalist argument about freedom of choice is nonsensical, when it comes to health care, for a number of reasons.

First of all, a health problem is not something you choose like a loaf of bread or carton of milk at the supermarket.  It is usually imposed on you and gives you a sense of urgency to do something about it.  This restricts your ability to shop around for the best deal.  A universal health insurance system meets everyone’s requirements precisely because there is no need to shop around and, by definition, includes everyone.  On this basis, it always will be the best deal compared to the selective and expensive private insurance schemes.

Secondly, a universal health insurance system is, by definition, open to all.  It is every Australian’s right to be able to access health coverage. This is not the case with private systems.  Private insurers in the US are notorious for refusing to insure people with disabilities or making it too expensive for them to obtain health insurance.  Health insurance, indeed insurance of any kind, is one of the very few products that becomes less obtainable the more you need it.  This is because insurance companies need to make profits to stay in the market.  To insure the chronically ill or people with disabilities at the same price as the fit and able bodied would mean unsustainable losses for private insurers.  The nature of the health insurance industry and the market is geared towards discrimination.  This is not to excuse health insurance corporations of discriminatory practices.  However, it needs to be realised that such practice does not originate from malicious policies but from the market system which puts profit above human need.

Medicare and its counterparts in other OECD countries are proven to be cost effective (when properly funded) and a more equitable form of health insurance than the US system.  This is probably why systems like Australia’s Medicare or the British National Health Service are the norm in OECD countries and the American health insurance system is not.  The US system is a patchwork of powerful health insurers and underfunded government programs.  It is inefficient and inequitable.  Australia goes down that road at the peril of its citizens’ health.

( See appendix US Health Insurance System.
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