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1. INTRODUCTION

The decline in bulk-billing by general practitioners (GPs) is one of the critical issues facing the Australian health system. Bulk-billing by GPs is a central feature of Medicare as it ensures patients have access to primary health care according to need, not ability to pay
. This is highly significant as it means a patient’s health (or ill health) is the factor that determines their need for health care, not financial circumstances. For a large number of the people, GPs act as the gateway to the health system, providing a range of preventative and diagnostic care as well as referral to other specialist health care services.

A Fairer Medicare – Better Access, More Affordable

There are a number of elements of the government’s A Fairer Medicare – Better Access, More Affordable package that are supported by Health Issues Centre. In particular, Health Issues Centre supports funding for additional medical school places and additional GP training places. This initiative is welcomed, particularly as the Public Health Association of Australia
 has noted that access to GPs is an important determinant of health. The link between GP numbers and the rate of bulk-billing is clearly illustrated in Table 1 below.

Table 1: Number of GPs per 100,000 persons and percentage of services bulk-billed

	Location
	Number of GPs per 100,000 persons
	Percentage of services bulk-billed

	Capital cities
	122.7
	85.2

	Other metropolitan areas#
	108.1
	79.6

	Large rural areas##
	111.4
	60.2

	Small rural areas*
	93.6
	59.4

	Other rural**
	77.3
	58.7

	Remote areas
	66.1
	56.8


Source: Australian Competition and Consumer Commission (2002) Determination: Application for Authorisation Lodged by The Royal Australian College of General Practitioners, Canberra, Accessed from http://www.accc.gov.au/adjudication/recapp_docs/A90795_RACGP_final.pdf on 2 June 2003.

# Population of 100,000+; ## Population of 25,000+; * Population between 10,000-24,999

** Population of 5,000+

This submission

While additional medical school places and additional GP training places are welcomed by Health Issues Centre, there are aspects of the package that do not address fundamental needs currently faced by Australia’s health system.

Rather than address all aspects of the government’s Medicare package, this submission provides some analysis of the decline in bulk-billing and rising co-payments for GPs, and examines the 30% Rebate for private health insurance. Following this, Health Issues Centre makes a number of recommendations (see ‘Recommendations for the way forward’) commencing on page 9 of this submission. If adopted we believe these recommendations would significantly improve the government’s Medicare package.

About Health Issues Centre

Health Issues Centre is at the forefront of promoting consumer perspectives in the Australian health system. An independent not-for-profit organisation incorporated under the Associations Incorporation Act 1981, the Centre has a strong reputation around Australia for its public interest research and analysis of the health system, particularly promoting awareness of consumer perspectives and needs. 

The Centre’s flagship quarterly journal Health Issues enjoys wide circulation in the Australian health sector and complements the Centre’s research and publications program. The Centre runs a library open to the public and has a website at http://www.vicnet.net.au/~hissues.

Health Issues Centre is the lead agency in the National Resource Centre for Consumer Participation in Health. This is an initiative of the Commonwealth Department of Health and Ageing which aims to provide a clearing house and Centre for Excellence to guide and assist health services wishing to incorporate greater consumer involvement in the development, monitoring and evaluation of their services.

Health Issues Centre staff have a strong overview of policy developments influencing the redevelopment of services in both the primary and acute health sectors both in Australia and globally. Particular areas of interest include health financing, quality in health services, consumer protection and complaints mechanisms, community development and evaluation.

2. THE CONTEXT: DECLINING BULK-BILLING AND
RISING CO-PAYMENTS FOR GPs

The decline in bulk-billing

The past decade has seen significant changes in the number of GP consultations that are bulk-billed. As Figure 1 highlights, 74.2% of GP consultations were bulk-billed in 1992-93, rising to a peak of 80.6% in 1995-96. Since this period bulk-billing has steadily but consistently declined, falling to 68.5% in March 2003
.
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While the overall decline in bulk-billing is concerning, the level of bulk-billing is highly disproportionate throughout Australia. As Table 2 indicates, the more populated states have higher rates of bulk-billing, with 79.1% of GP services bulk-billed in New South Wales, 74.9% in Queensland, and 72.1% in Victoria. By contrast, bulk-billing is much lower in the less populated states and territories, with 63.6% of services bulk-billed in the Northern Territory, 58.3% in Tasmania, and only 50.6% in the Australian Capital Territory.

Table 2: Bulk-billing for general practitioners state-by-state: 1992-93 to 2001-02

	Year
	NSW
	VIC
	QLD
	SA
	WA
	TAS
	NT
	ACT
	AUST

	1992-93
	77.9
	70.8
	74.0
	66.8
	72.5
	59.2
	63.7
	58.0
	73.2

	1993-94
	80.3
	74.5
	76.7
	70.1
	75.5
	61.9
	64.2
	62.6
	76.2

	1994-95
	81.4
	76.1
	78.5
	71.2
	76.5
	63.4
	65.7
	62.7
	77.5

	1995-96
	82.9
	77.8
	80.3
	73.3
	79.1
	65.7
	68.6
	63.2
	79.3

	1996-97
	82.7
	78.5
	81.1
	73.9
	79.8
	66.3
	68.8
	64.6
	79.7

	1997-98
	82.0
	77.6
	80.8
	73.4
	78.2
	64.2
	66.1
	64.5
	78.9

	1998-99
	81.5
	77.7
	80.6
	73.7
	77.5
	61.9
	62.8
	64.3
	78.6

	1999-00
	81.6
	77.5
	79.9
	74.0
	76.7
	59.8
	63.5
	61.9
	78.4

	2000-01
	80.5
	75.7
	78.5
	72.8
	75.0
	59.6
	64.4
	58.6
	77.0

	2001-02
	79.1
	72.1
	74.9
	69.0
	71.7
	58.3
	63.6
	50.6
	74.1


Source: Table C3 – ‘Medicare: Percentage of Services Bulk-Billed’, Commonwealth Department of Health and Ageing.

The inconsistent pattern of bulk-billing throughout Australia is even further highlighted when we examine bulk-billing rates electorate-by-electorate. Table 2 gives a breakdown of the top five and the bottom five electorates in terms of bulk-billing by GPs. What Table 3 highlights is that while attention is paid to the ‘headline’ rate of bulk-billing (68.5% in March 2003), there are a number of areas in Australia where the percentage of services bulk-billed is ether significantly higher, or significantly lower, than the headline rate. This has considerable implications in terms of access to health care for people where bulk-billing rates are low, such as those living in rural and remote areas of Australia. There is some evidence to suggest a direct correlation between GP numbers and the rate of bulk-billing and this is examined in our discussion of the way forward, below.

Table 3: Bulk-billing and the top five and bottom five electorates

	High (%)
	Low (%)

	Fowler (98.3)
	Murray (35.5)

	Reid (98.2)
	Indi (39.4)

	Prospect (97.7)
	Eden-Monaro (40.8)

	Watson (96.7)
	Barker (42.6)

	Blaxland (96.3)
	Riverina (44.9)


Source: Stephen Smith MP, Shadow Minister for Health and Ageing, Senate Question from Senator Evan to Senator Patterson, 29 August 2002.

Rising co-payments

During the same period that bulk-billing has fallen, the average co-payment (out-of-pocket expense) for GP consultations has risen from $6.90 in 1992-93 to an average of $13.05 in March 2003, as shown by Figure 2. 
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The rise in co-payments for GP consultations is concerning as data from the Australian Bureau of Statistics
 in 1999 highlights that low-income groups spend a greater proportion of their weekly income on health and medical expenses than high-income groups. The Australian Bureau of Statistics data showed that the lowest 20% of income earners spend 11% of their weekly income on health and medical expenses, compared to only 3% of high-income groups. This is further supported by Walker
 from the National Centre for Social and Economic Modelling (NATSEM) whose research highlights growing health inequalities between high and low-income earners.

3. PRIVATE HEALTH INSURANCE AND THE 30% REBATE

Health Issues Centre does not support measures to expand the role of private health insurance in the Australian health care system. It is clear from a range of evidence that private health insurance, and in particular government subsidies for private health insurance, have neither been efficient, equitable or effective.

Private health insurance: the past 25 years

Over the past 25 years, the proportion of the Australian population with private health insurance has steadily declined, as highlighted by Figure 3. Peaking at 67.9% in June 1982, private health insurance coverage fell to an all-time low of 30.2% in December 1998
. Health Issues Centre has previously argued that the decline in private health insurance “… reflects a rational choice by Australian consumers reflecting confidence in the publicly funded Medicare program”
.
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This decline in private health insurance prompted the introduction of two policy measures by the government. The first, the 30% Rebate, is a tax-payer subsidy to the private health insurance sector, reducing the cost of private health insurance to the consumer by 30%. Budget papers reveal the cost of the 30% Rebate is estimated to be $2.26 billion in 2003-04
.

The 30% Rebate has come under strong criticism for a number of reasons and these are examined below.

1. Failing to encourage people to take out private health insurance

Figures published by the Private Health Insurance Administrative Council
 show that that when the 30% Rebate for private health insurance was introduced (1 January 1999), only 30.2% of the Australian population had private health insurance. Nine months later (September 1999) this figure rose marginally to only 31.4%.

Following the failure of the 30% Rebate to increase the proportion of the Australian population with private health insurance, the government introduced a second measure, Lifetime Health Cover. In the nine month period from the time Lifetime Health Cover was announced (29 September 1999), to its cut-off date (15 July 2000), the proportion of the Australian population with private health insurance rose significantly from 31.4% to 43%
. When compared to the 30% Rebate, these figures show the impact of Lifetime Health Cover was both immediate and dramatic and was the policy that prompted people to take out private health insurance
.

It is important to note that compared to the 30% Rebate, Lifetime Health Cover is at no cost to the taxpayer. This point is further noteworthy when we consider that of the $2.26 billion in government subsidies through the 30% Rebate, approximately $1.56 billion is provided as a subsidy to people who already had private health insurance
. In other words, a significant proportion of Commonwealth subsidies through the 30% Rebate (a policy designed to encourage people to take out private health insurance) is distributed to people who already had private health insurance.

2. Failing to reduce public hospital demand

One justification for the introduction of the 30% Rebate was to reduce pressure on public hospitals. According to the Commonwealth Government:

The Commonwealth has introduced a 30% Rebate as part of a series of reforms designed to restore the balance in our health care system. A balanced system will ease the burden on Medicare and the public health system and give more Australians greater choice and access to private hospitals
.

Evidence throughout Australia suggests the 30% Rebate has failed to take pressure of public hospitals. In Victoria, public hospital demand has risen since the period of the introduction of the 30% Rebate. As Table 4 indicates, total separations (the total number of patients discharged from hospital) has increased by 17.37% in the period from June 1999 to June 2002. During this same period the total number of patients treated in Victorian public hospital emergency departments has increased by 15.73% and elective surgery waiting lists have grown by 18.20%.

Table 4: Victorian Public Hospital Demand, June 1999-June 2002

	Unit of measure
	June 1999
	June 2000
	June 2001
	June 2002
	% increase

	Total separations*


	950,000
	1,006,000
	1,006,000
	1,115,000
	17.37

	Patients treated in emergency departments**#
	624,349
	633,916
	653,415
	722,570
	15.73

	Elective surgery waiting lists**
	34,008
	42,121
	41,838
	40,196
	18.20


* Source: Department of Treasury and Finance (1999-2002), “Budget Paper No. 3’.

** Source: Department of Human Services (1999-2002), ‘Hospital Services Report’.

# Note: Not all patients treated in emergency departments are subsequently admitted to hospital.

In a paper published in the Medial Journal of Australia, Duckett and Jackson
 highlight that expenditure on the 30% Rebate is the equivalent of total Commonwealth subsidies to the mining, manufacturing and primary agricultural industries. Duckett and Jackson also estimate that if all government subsides to the private health sector were redirected to public hospitals an additional 1.5 million cases could be treated annually.

3. Inequitably distributed

Research by Smith
 indicates that the distribution of the 30% Rebate favours high-income earners rather than low-income earners. One example that highlights this is the distribution of Commonwealth subsidies to dental care. In 1996, the Commonwealth axed the Commonwealth Dental Health Program, saving $100 million annually
. Despite these savings, the Commonwealth currently subsidises the cost of dental care for people with private health insurance, through the 30% Rebate, at a cost of between $316-$345 million per year
.

4. RECOMMENDATIONS FOR THE WAY FORWARD

Following our analysis of the decline in bulk-billing and rising co-payments for GP services, and our examination of the 30% Rebate for private health insurance, Health Issues Centre makes the following recommendations to improve the government’s A Fairer Medicare – Better Access, More Affordable package.

1. Scrap the 30% Rebate for private health insurance

As our analysis clearly indicates, the 30% Rebate for private health insurance is neither efficient, equitable or effective. Health Issues Centre therefore recommends the government scrap the 30% Rebate and redirects the $2.26 billion saved into Medicare and other areas of the health system.

2. Increased rebate to GPs who bulk-billing all patients

Clearly the current Medicare rebate for a standard GPs consultation is inadequate, and the rising co-payment (currently $13.05) is evidence of this. Health Issues Centre supports a rise in the Medicare rebate as a measure to increase the bulk-billing rate and to improve access GPs for all Australians. To act as a true incentive to increase bulk-billing and to maintain Medicare’s universality, Health Issues Centre believes the higher rebate should be paid only to GPs who bulk-bill 100% of their patients, not concession card holders only.

Health Issues Centre also recommends the government commission research to determine the true cost of a standard GP consultation, and this rate should be set (and indexed annually) as the standard rebate paid to GPs who bulk-bill all patients.

3. Additional funding for public hospitals

Public hospitals throughout Australia are struggling to manage rising demand, despite increased throughput. Demand has particularly risen since the introduction of casemix funding
. Rising demand has been highlighted by increased presentations to emergency departments and growing waiting lists for elective surgery.

Health Issues Centre recommends the government support public hospitals through additional funding and re-emphasises research by Duckett and Jackson
 (cited on page 8 of this submission) that if all government subsides to the private health sector were redirected to public hospitals, an additional 1.5 million cases could be treated annually. 

4. Focus on primary health care

As well as additional funding to public hospitals, Health Issues Centre believes the government should commission a white paper to examine future options for primary health care
. Livingstone and Ford
 have recommended the government “develop a nationally consistent approach to the provision of primary care services at the local level – services provided by doctors but also nurse practitioners and other health care professionals who can provide a range of services in non-hospital settings (including consumers’ homes) at considerable savings to the health system”.
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