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Summary

Access and affordability

Bulk-billing   The main factor behind the fall in bulk-billing rates among general practitioners is the decline in the real value of the Medicare rebate. To regain its 1984-85 or 1992-93 value when measured against average weekly full-time earnings, the rebate for a standard (Item 23) consultation would have to rise by about $5. In addition, there are other costs peculiar to medical practice that have risen faster than the broad indices. The precise amount of money needed to restore the rebate to previous real values is bound to remain controversial, but in the ACA’s view any rise of less than $5 for all GP consultations would be neither fair nor effective in restoring bulk-billing rates.

Shortage of GPs    Although the severest shortages of general practitioners are in rural and remote areas, the supply in capital cities is also uneven, with probable shortages in smaller capitals, outer suburbs and lower-income areas. Even in the large capitals, some doctors have closed their books to new patients, and anecdotal reports indicate it is becoming increasingly rare for patients to be able to make same-day or next-day appointments with their GPs. Locum and after-hours services are highly problematic. A patient’s travel and time in a surgery waiting room are extra costs. So are the costs of increased disease complications and longer time spent with untreated illness. A more subtle mechanism occurs through a lack of competition. Competition with other practices is a major influence on whether doctors are prepared to bulk-bill: this is one probable reason for the very low levels of bulk-billing in rural areas and in smaller capital cities such as Hobart and Canberra.

Impact of the government’s proposed Medicare package

· Incentives to bulk-bill card holders   The ACA has opposed this measure. We see it as striking at the core principle of the universality of Medicare and believe it will encourage doctors to charge non-cardholders more to cross-subsidise cardholders.

· Direct debit for non-bulk-billing doctors   Although this will be more convenient for these patients, it is a convenience that will come at a price. This will again increase doctors’ incentive to increase prices. More importantly, it would break the economic discipline of direct billing. Once the benchmark of bulk-billing is no longer a decisive force in the market, a key downward pressure on price is removed.

· Private health insurance for out-of-hospital medical expenses  The ACA believes the government is being unduly optimistic about the affordability and practicality of this proposal. We doubt whether its calculations have adequately factored in the very substantial potential for moral hazard and adverse selection – meaning that there will be many opportunities people to get their money back by claiming for as much as possible, and that bad-risk customers will be more likely to join than good-risk customers.

Alternatives

Commonwealth dental funding   Two options for reform suggest themselves. The first is to reintroduce a Commonwealth dental Program to cover pensioners and low-income earners. The other is to include the broad range of dental items on the Medicare Benefits Schedule. Cost implications are, however, considerable. A scheme to provide subsidised dental care to concession card holders would cost about $1 billion (for the 45% gap level that currently exists in private ancillary cover) and up to $1.8 billion for no-gap cover. To provide subsidised dental services to the entire population would cost about $2.5 billion (assuming a 45% gap) to $4.5 billion (no gap). These are worst-case scenarios and do not include any of the likely cost efficiencies associated with such a scheme). Actual costs would be affected by the level of cover the Commonwealth wishes to provide, the agreements that it can negotiate with service providers, and the different needs of different population segments
Implications of reallocating the $2.4 billion rebate   The economic, administrative and political aspects of change will need to be managed through a carefully calculated process involving several stages of reform. Four principles must be observed: (a) the interests of health fund customers must be protected; (b) at no time during the transition phase must the overall health system become less efficient or effective; (c) the people’s confidence in the capacity of publicly-funded health system, particularly of publicly purchased hospital services, must be restored; and (d) the electorate must understand the process and consent to it. The ACA suggests a staged series of reforms:

· Remove the 30% rebate from ancillaries;

· Restore real value to Medicare rebates, particularly in general practice;

· Simultaneously, Commonwealth, state and territory governments should resume urgent work  on the fundamental restructuring of the funding and delivery of health care throughout the nation, and on funding relationships between the Commonwealth and the states;

· Devise and implement a process of Commonwealth or Commonwealth-State direct purchase of facilities and services from private hospitals;

· Within twelve months of the announcement of the reform program, new Australian Health Care Funding Agreements should be signed to incorporate these principles of reform;

· The Medicare levy should be increased by between 0.25% and 0.5%. This money should be directed into the Australian Health Care Funding Agreements, with agreed matched funding from the states and territories, to restore the efficiency of the public hospital system and the confidence of the people in it. Any taxation increase should be transparent, should be earmarked specifically for health, and should not be accompanied by a reduction in health funding from other sources.

· Lifetime Health Cover and the 30% private health insurance rebate should be abolished, or phased out, simultaneously. (To maintain Lifetime Health Cover while removing the rebate would be unacceptable to consumers: it would continue to lock them into their policies while sharply increasing their premiums.) This money should be divided between the Australian Health Care Funding Agreements, the annual indexation of Medicare schedule fees for doctors’ services according to realistic practice costs, the identified national priority areas in disease prevention, and health and medical research.

An alternative remuneration model for general practitioners   It is essential both to restore general practice remuneration – a prerequisite of sustainable bulk-billing rates – and to maintain the core principles of the universality of Medicare. To restore a balance with practice costs, a basic increase in the Item 23 rebate of five to six dollars, with a similar increase in other categories of GP consultation, should be paid. This would cost between $500 million and $600 million a year. There are two ways of implementing this: by increasing the schedule fee by this amount, or by leaving the schedule fee where it is and increasing the percentage rebated. Increasing the rebate to 105% of the present schedule fee would produce an effective rise of about $5, and an increase in most full-time GPs’ incomes of around $30,000 to $35,000. Universality would be maintained, because there would be no discrimination between patients. Further periodic rebate increases could be implemented by adjusting the schedule fee. The government must ensure that rebates will never again be allowed to fall to such unsustainable levels, so they should be indexed annually to the real costs of running an average, efficient practice. No such index currently exists; research would be required to devise and maintain one. The Practice Incentives Payment Scheme should be reviewed and redesigned, with a view to eliminating unnecessary and costly red tape for doctors. Once adequate basic Medicare remuneration is re-established for all GPs, areas of special need should be comprehensively examined in the context of an overall reform program of national health funding policies, relationships and structures. Creative program development is needed in particular to address problems of rural and remote practice, indigenous primary care and the treatment of chronic illness in general practice.

Access and affordability

Bulk-billing in decline

There is widespread agreement across an enormous range of interested parties in health care that the Medicare rebate for general practice consultations – presently around $25 – has fallen substantially behind the rise in the real costs of running a practice. As the following table shows, this is not visible by looking at broad indices. The rebate for a standard (Item 23) consultation has kept pace with the CPI and would need to rise by around five dollars to restore the value it had a decade ago. 1984-85 when compared with average weekly full-time earnings. In these terms, the fall since 1992-93 has been quite steep.
Table 1: Medicare item 23

	
	Current prices
	CPI
	AWFTE
	Constant Pcs CPI
	Constant Pcs Awe

	84-85
	12.75
	67.80
	376.20
	26.18
	30.15

	85-86
	13.30
	73.50
	399.60
	25.19
	29.61

	86-87
	13.95
	80.40
	428.00
	24.15
	29.00

	87-88
	15.00
	86.30
	454.50
	24.19
	29.36

	88-89
	15.85
	92.60
	487.30
	23.83
	28.94

	89-90
	17.85
	100.00
	521.00
	24.85
	30.48

	90-91
	19.15
	105.30
	555.40
	25.32
	30.67

	91-92
	20.00
	107.30
	580.80
	25.95
	30.63

	92-93
	20.40
	108.40
	591.00
	26.20
	30.71

	93-94
	20.55
	110.40
	609.10
	25.91
	30.01

	94-95
	20.70
	113.90
	633.90
	25.30
	29.05

	95-96
	20.85
	118.70
	662.50
	24.45
	28.00

	96-97
	20.85
	120.30
	688.20
	24.13
	26.95

	97-98
	21.00
	120.30
	716.80
	24.30
	26.06

	98-99
	21.30
	121.80
	743.30
	24.34
	25.49

	99-00
	22.00
	124.70
	768.20
	24.56
	25.48

	00-01
	22.95
	132.20
	808.30
	24.17
	25.26

	01-02
	24.44
	136.00
	853.60
	25.02
	25.47

	02-03
	25.03
	139.20
	889.60
	25.03
	25.03
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But this is a somewhat misleading figure. As general practice organisations point out, a number of other substantial direct costs are peculiar to medical practice that have probably risen faster than general inflation or wages. These include the costs of compliance with government red tape, rent, insurance and additional qualification requirements.

A December 2000 research report for The Relative Value Study (RVS) estimated the per-doctor cost of running a practice at $127,330 for a single-doctor practice to $111,007 for a four-doctor practice.
 The Productivity Commission recently reported that the cost of administrative compliance was around $13,100 per doctor, a total of $228 million in 2001-2002.
 Rent is likely to have been affected by rises in real estate costs generally in the past several years. The RVS cost study estimated the cost of professional indemnity insurance at $2,328; it has certainly risen since then, though it remains a very much smaller item in general practice than in some specialities, and – at least for non-procedural GPS – probably remains one of the less important cost drivers.

One of the architects of Medicare, Professor John Deeble, has noted that the rebate in 1984-85 was set at a deliberately generous level; it was even criticised by some groups for paying too much. If it is true that doctors at that time achieved a sudden boost in incomes because of Medicare’s  generosity, then governments now may legitimately ask whether they wish to return the rebate’s real value to this original, generous level or whether another benchmark would be more appropriate.

The decline in real the value of the Medicare rebate is the direct reason why bulk-billing rates have fallen so noticeably and why co-payments charged for non-bulk-billed consultations are rising. GPs are recovering a steadily increasing proportion of their costs from individual patients rather than from Medicare. The level of bulk-billing consultation in general practice rose fallen from a peak of 79.7% in 1996/97 to 67.8% in the March quarter of 2003. Patients who are not being bulk-billed face payments averaging $13.05 per consultation.

As the following chart shows, primary care for the individual Australian is rapidly becoming less affordable. The patient contribution is rising in real terms, and the pace is rising steeply. 
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When all services – not only GP consultations – are considered, the picture becomes even gloomier, with out-of-pocket expenses increasing even more sharply for those services not direct-billed.
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The pace of decline in direct billing is very fast.  For all services (i.e. not confined to GPs) it has fallen from 70.5% in March 2002 to 67.9% in March 2003. This is not a steady decline but shows signs of being in the early stage of unravelling. Competition, a principal modifier of price in all markets including this one, works only when a large majority sticks to a price. When previously-accepted price benchmarks are abandoned, the order of the market is likely to vanish as prices , for both consumer and supplier, become unpredictable and volatile.
This clearly represents a situation in which more and more Australians are likely to find difficulty in accessing medical services, simply because of cost. Options for any government wishing to reform GP remuneration in particular include two the basic options: increasing the Medicare rebate to a level it calculates as being adequate in real terms, or paying a smaller rebate rise while moving decisively to reduce the costs of running a practice. These options will be discussed later in this submission.

GP shortages

The shortage of general practitioners has been well documented, and is in general the delete word most critical in rural and remote areas. The extent to which the GP workforce is adequate in capital cities is uneven, with probable shortages in smaller capitals and outer suburban areas. Shortages also appear to exist in particular parts of the larger capitals. Anecdotal reports indicate even in Sydney and Melbourne many patients have to wait for two days or longer to see a GP, and some doctors have closed their books to new patients. For some years, the Commonwealth followed expert advice that a substantial overall shortage existed, a conclusion that has now been largely discredited. A 2001 research paper concluded that:

The uneven distribution of the Australian medical workforce is perhaps the predominant workforce policy issue, and one that has been a focus of governments and other agencies for some time. Our main distribution problems are:

• shortages of practitioners of all kinds in rural and remote parts of Australia;

• an oversupply of GPs in capital cities;

• shortages of non-primary care specialists in certain disciplines, particularly affecting the public hospital system; and

• shortages of Indigenous doctors and of all doctors working in Indigenous health care.

Doctor shortages affect patients’ access to medical services in two ways: access and increasing patient costs. If there are not enough GPs in an area to meet demand, patients may to travel long distances and wait for several days before being able to see a doctor. Locum and after-hours services are also highly problematic. A patient’s travel and time in a surgery waiting room are extra costs. So are the costs of increased disease complications and longer time spent with untreated illness. Economists refer to these costs as “deadweight” losses of queuing: “deadweight” because no one benefits. A more subtle mechanism occurs through a lack of competition. Competition with other practices is a major influence on whether doctors are prepared to bulk-bill: this is one probable reason for the very low levels of bulk-billing in rural areas and in smaller capital cities such as Hobart and Canberra.

Impact of the proposed government Medicare package

Incentives to bulk-bill card holders. The ACA has opposed this measure because it sees it as striking at the core principle of the universality of Medicare and because we believe it will encourage non-cardholders to be charged more by their doctors to cross-subsidise cardholders. The principle of universality is a basic one. It does not mean that this principle requires every doctor to bulk-bill under every circumstances singular: this would probably require the civil conscription of medical practitioners, which is forbidden under the 1946 Amendment of the Commonwealth Constitution. It does mean that Medicare should not draw a distinction between patients for the purposes of treatment and funding on any basis other than their clinical needs.

Direct debit for non-bulk-billing doctors. Although this will be more convenient for these patients, it is a convenience that will come at a price. This will again increase doctors’ incentive to increase prices. If a doctor currently charges $40 for a consultation, the patient must pay the whole $40 up-front and claim $25 back from the Health Insurance Commission. Under the government’s proposal, the patient would pay only $15 to the doctor but would have no further claim on the HIC. This would have two advantages for consumers – the convenience of no longer have to claim the rebate separately, and of having a lesser immediate out-of-pocket expense. There has been much public discussion of the first, but the second – that someone would have to have only $15 available to be able to go to the doctor, rather than $40 – is probably more important. The ACA recognises these potential benefits to consumers, but believes they are likely to come at too high a price. If the doctor is already asking for $40, that may be near the willingness-to-pay point of that practice’s market. If, on the other hand, the doctor only asks for $15, it will be easier for the doctor to demand a higher copayment of, say, $20 or $25. The inflationary effect would be damaging to the health system as a whole, and the perceived price advantages of consumers – never more than illusory – would disappear in rising price inflation. As a substitute for a system over widespread bulk-billing it is a very poor substitute indeed.

More importantly, this breaks the discipline of direct billing.  The original mechanism by which Medicare sought to modify doctors’ fees was price control by incentive. There were supply and demand side incentives. It was (and is) a low transaction cost service to medical practitioners: if they did not bulk bill, they had the inconvenience of dealing with patients financially as well as clinically for every transaction. In cases of the “cheque-to-doctor” option, many practitioners were unpaid because  patients did not bother to claim. Patients would seek bulk-direct billing clinics because their own transaction costs were also low. Once the discipline of bulk-billing is no longer a decisive force in the market, these incentives are removed and the eventual outcome is almost impossible to predict.

New safety net for concession care holders only. Our remarks on (i) apply again here.

Private health insurance for out-of-hospital medical expenses. It is proposed that patients should be able to take out private health insurance as a stand-alone product to out-of-pocket to cover out-of-hospital expenses, including those incurred in GP and private specialist consultations. The government proposed that this will bear a qualifying excess of $1,000 and a premium of $50.

After discussing the matter with actuaries, the ACA believes the government is be unduly optimistic. We doubt whether its calculations have adequately factored in the very substantial capacity for moral hazard and adverse selection – meaning that people there will be many opportunities for who pay premiums to get their money back by claiming for as much as possible, and that bad-risk customers will be far more likely to join than good-risk customers. It is impossible to believe that the premium would remain as unaffordable as it seems if this became a stand-alone product. If it was were not a stand-alone product and became instead an optional extra for existing private health customers (as outlined by government representatives at this year’s Budget briefing) it would by definition cover fewer than 44% of the population (the proportion now covered by health insurance). As such it would fail by any reasonable test of social justice and would not be accepted by the electorate as an effective or adequate substitute for Medicare bulk-billing.

The potential for considerable price inflation inherent in the government’s Medicare package would imply substantial upward pressure on these premiums, and would increase the prospects of moral hazard and further adverse selection: when people pay more, they tend to want to claim more and to be more choosy about whether membership is worth while for them. Insurers would have little or no control over these rising costs other than to pass them on to a dwindling pool of customers. No cap on payouts is proposed, so the moral hazard would be open-ended.
Throughout the public and parliamentary debates on bulk-billing, the situation of specialist consultations has been all but ignored. However, the sustainability of any private insurance product to cover out-of-pocket expenses will be undermined by the very low rates of bulk-billing, and very high out-of-pocket expenses, surrounding specialist consultations. Therefore, while it would take a significant number of GP visits to meet the proposed excess level, patients using certain specialist services could reach this level quite quickly. The potential moral hazard regarding specialist services is therefore substantial. It can be expected that some specialists will structure their charges to allow those patients with the new private cover to profit as much as possible. 

If about 35% percent of Australians have concession cards, and 44% have private insurance, then at least 21% percent and up to 56% will be left without out-of-pocket cover. Twenty-one per cent is the minimum figure possible, because some concession card holders have private insurance, and (assuming the new measure is not a stand-alone product but an add-on to existing policies) an unknown number of PHI holders will decide not to take up the new product.

Alternatives

Commonwealth dental funding

Almost every argument for covering medical services under Medicare also applies to the coverage of dental services. The 1946 constitutional amendment specifically enabled the Commonwealth to pay benefits for dental as well as medical services and, incidentally, said nothing about the civil conscription of dentists. The only cogent reason that Medibank and Medicare did not cover dental services was that governments believed the bottom-line cost for their own budgets would be too great. But does this argument hold when put against the broader interests of economic efficiency, social justice and accessible health care?

Two options for reform suggest themselves. The first is to reintroduce a Commonwealth dental program to cover pensioners and low-income earners. The other is to include the broad range of dental items on the Medicare Benefits Schedule.

Currently, private health insurance payouts for dentistry are about $1 billion a year. About 44% of the population is covered by hospital insurance, and about 41% has ancillary cover (not including those with hospital and ancillary cover from different organisations). In the large majority of cases this includes dentistry, though there are often gap payments.
 On average, these gaps are around 45%.
If a means-tested program was made available to health-card concession holders – 7.3 million people, or about 35% of the population – it could therefore cost of the same order as the dentistry component of private insurance, or about $1 billion for about the same level of cover, or about $1.8 billion for 100% cover, depending on what agreements could be reached between the Commonwealth and dentists. However, the massive buying power of a single public authority could produce substantially improved price discipline and far better cost-effectiveness than the nation enjoys at the moment.
Extending public dental cover from around 40% of the population to 100% could cost – on the basis of these broad population calculations – about $2.5 billion (assuming a 45% gap) or $4.5 billion (this is a worst-case scenario: it assumes no gap and does not include any of the likely cost efficiencies associated with such a scheme). These figures will, of course, be affected by the level of cover the Commonwealth wishes to provide, the agreements that it can negotiate with service providers, and the differing needs of various population segments. For instance, if elderly and low-income people have a greater backlog of dental work than more affluent (private-health-affording) sectors, initial costs of both schemes would be somewhat higher.

Implications of reallocating the $2.4 billion rebate

This submission will not canvass in detail the arguments that private health insurance represents poor consumer value, and that the 30% rebate is a grossly inefficient and inequitable way of using health resources. Those arguments have been well discussed elsewhere. We will concentrate here instead on the process by which any government, having reached this conclusion, might practically and responsibly reallocate that money to from the private to the public sector.

It should first be realised that – despite the impression often given by the public debate on this issue – this is not a simple or trivial process. Better use of this money is perhaps the greatest single policy issue in health. But, despite some overheated expectations, this money cannot fix everything that needs fixing in the Australian health system.

The economic, administrative and political aspects of change will need to be managed through a carefully calculated, staged process. These principles must apply:

· The interests of health fund customers must be protected;

· At no time during the transition phase must the overall health system become less efficient or effective;

· The people’s confidence in the capacity of publicly-funded health system, particularly of publicly purchased hospital services, must be restored; and

· The electorate must understand the process and consent to it.

We suggest seven stages for the transition:

1. Following an announcement that it will embark on this course of action, the government should remove the 30% rebate on ancillaries. This would immediately free $700 million annually which should be directed first to disease prevention and the enhancement of primary health care programs, particularly in rural/remote and indigenous areas.

2. Medicare rebates, particularly in general practice and elsewhere, should be increased as part of a program to restore bulk-billing, but this measure should not be funded from sources other than the insurance rebate.

3. Simultaneously, and with the cooperation of the states and territories, urgent work should resume on the fundamental restructuring of the funding and delivery of health care throughout the nation, and on funding relationships between the Commonwealth and the states. All parties must realise that without more efficient structures and relationships, even large injections of funding will not necessarily produce better services or better health.

4. A process of Commonwealth or Commonwealth-State direct purchase of facilities and services from private hospitals should be devised, incorporating the AN-DRGs as a basic measure of the value of services.

5. Within twelve months of the announcement of the reform program, new Australian Health Care Funding Agreements should be signed to incorporate these principles of reform.

6. The Medicare levy should be increased by between 0.25% and 0.5%. This money should be directed into the Australian Health Care Funding Agreements, with agreed matched funding from the states and territories, to restore the efficiency of the public hospital system and the confidence of the people in it.

7. Lifetime Health Cover and the 30% private health insurance rebate should be abolished simultaneously. (To maintain Lifetime Health Cover while removing the rebate would be unacceptable to consumers, continuing to lock them into their policies while sharply increasing their premiums.) This money should be divided between the Australian Health Care Funding Agreements, the annual indexation of Medicare schedule fees for doctors’ services according to realistic practice costs, the identified national priority areas in disease prevention, and health and medical research.

An alternative remuneration model for general practitioners

There are many more tasks ahead for reform of health funding than is implied by the concentration of pubic discussion on bulk-billing in general practice. However, this is a crucial matter: the 100 million general practice consultations each year represent the principal contact most people have with the health system; and general practitioners are the gatekeepers to most other areas of health care.

It is essential both to restore general practice remuneration – a prerequisite of sustainable bulk-billing rates – and to maintain the core principles of the universality of Medicare. Universality demands that the all patients should be regarded as equal, and that their access and treatment should depend on their clinical need and not their income.

To restore a balance with practice costs, a basic increase in the Item 23 rebate of five to six dollars, with a similar increase in other categories of GP consultation, should be paid. This would cost between $500 million and $600 million a year. There are two ways of implementing this: by increasing the schedule fee by this amount, or by leaving the schedule fee where it is and increasing the percentage rebated. When Medicare was introduced, it was calculated that transaction costs represented about 15% of the costs of a consultation and that by removing these billing costs, Medicare was saving the practitioner this amount. Therefore, the rebate was set at 85% of the schedule fee. Since then, computerisation has reduced these costs and rendered the 85% figure obsolete: a more appropriate contemporary figure might be 90% or 95%. By retaining the rebate at 85%, Medicare is implementing an unintended perverse incentive by effectively penalising doctors who bulk-bill.

As this percentage must be adjusted in any case, it invites the possibility of implementing the whole of the $5 or $6 increase through increasing the rebate percentage and, thus, converting a negative  incentive to a positive one. Increasing the rebate to 105% of the present schedule fee would produce an effective rise of about $5, and an increase in most full-time GPs’ incomes of around $30,000 to $35,000. Universality would be maintained, because there would be no discrimination between patients. Further periodic rebate increases could be implemented by adjusting the schedule fee.

To restore high levels of bulk-billing, it is essential to restore doctors’ faith in governments’ preparedness to maintain effective and appropriate levels of Medicare remuneration. The government must ensure that the rebate will never again be allowed to fall to such unsustainable levels. Rebates should be indexed annually to the real costs of running an average, efficient practice. No such index currently exists; research would be required to devise and maintain one.

It is also important for the government to establish better control over doctors’ costs: the alternative is for avoidable overheads to be passed on, effectively, to Medicare. Because some costs are the result of government administrative policies, this will involve a thorough redesign of GP’s compliance requirements, and in particular a redesign of the Practice Incentive Payments Scheme.

The HIC’s guidelines for approving claims for long consultations should be reviewed to make it easier for doctors with complicated cases, including the elderly and those with chronic illness, to be paid for the time they need to spend with these patients. The present guidelines discriminate, sometimes quite severely, against practices with large numbers of complex cases, even though these may be some of the most skilled and effective clinicians in general practice. The effectiveness and efficiency of programs aimed at encouraging individual patient management programs should be reviewed.

Although increasing medical indemnity costs are by no means as significant in the cost inputs of most general practices– with the exception of procedural GPs – as for many other specialities, it remains a troublesome source of cost and is a disincentive to practice. The rise in premiums is largely due to changes in the global reinsurance market, by which reduced competition and sharply increased fees has produced very large profits for powerful firms such as Mr Warren Buffet’s Berkshire Reinsurance – and a crisis in medical indemnity. The ACA, in company with the Committee of College Presidents, individual medical colleges and the Health Issues Centre, has proposed that the government should solve this crisis by itself becoming a reinsurer or setting up a reinsurance entity. If a government reinsurer entered the Australian medical indemnity market at prudent and actuarially sustainable rates, it could make a profit while correcting a socially and economically damaging market failure.

Once Medicare remuneration has been re-established at an adequate level for all GPs, areas of special need should be examined in the context of an overall reform program of health funding policies, relationships and structures. Creative program development is needed in particular to address problems of rural and remote practice, indigenous primary care and the treatment of chronic illness in general practice. Programs aimed at remuneration in isolation of other measures are unlikely to be successful.

Appendix

	Average patient contribution item 23
	

	
	
	
	
	
	

	
	
	Current prices
	CPI
	Constant Pcs CPI
	Change

	
	92-93
	6.90
	108.40
	8.86
	

	
	93-94
	7.20
	110.40
	9.08
	0.22

	
	94-95
	7.73
	113.90
	9.45
	0.37

	
	95-96
	8.32
	118.70
	9.76
	0.31

	
	96-97
	8.89
	120.30
	10.29
	0.53

	
	97-98
	9.40
	120.30
	10.88
	0.59

	
	98-99
	9.88
	121.80
	11.29
	0.41

	
	99-00
	10.46
	124.70
	11.68
	0.38

	
	00-01
	11.04
	132.20
	11.62
	-0.05
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	11.68
	136.00
	11.95
	0.33
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	139.20
	12.78
	0.83
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	Current prices
	CPI
	Constant Pcs CPI
	Change
	

	
	84-85
	3.95
	67.80
	7.92
	
	

	
	85-86
	4.23
	73.50
	7.83
	-0.10
	

	
	86-87
	5.21
	80.40
	8.81
	0.99
	

	
	87-88
	6.40
	86.30
	10.09
	1.27
	

	
	88-89
	7.41
	92.60
	10.88
	0.80
	

	
	89-90
	8.66
	100.00
	11.78
	0.89
	

	
	90-91
	9.77
	105.30
	12.62
	0.84
	

	
	91-92
	10.59
	107.30
	13.42
	0.80
	

	
	92-93
	10.64
	108.40
	13.35
	-0.07
	

	
	93-94
	10.94
	110.40
	13.48
	0.13
	

	
	94-95
	11.58
	113.90
	13.83
	0.35
	

	
	95-96
	12.24
	118.70
	14.02
	0.20
	

	
	96-97
	13.17
	120.30
	14.89
	0.86
	

	
	97-98
	14.05
	120.30
	15.88
	0.99
	

	
	98-99
	14.69
	121.80
	16.40
	0.52
	

	
	99-00
	15.65
	124.70
	17.07
	0.67
	

	
	00-01
	16.91
	132.20
	17.40
	0.33
	

	
	01-02
	18.12
	136.00
	18.12
	0.72
	


�. PriceWaterhouseCoopers. A resource-based model of private medical practice in Australia – final report. Vol 1: Key findings, p 6. Medical Schedule Review Board. Canberra 2000.


�. Owens H et al. General practice administrative and compliance costs. Productivity Commission, Canberra April 2003.


�. PriceWaterhouseCoopers ibid, pp 20-21.


�. Medicare statistics. Department of Health and Ageing, Canberra 2003.


�. The figures for charts 2 and 3 are included as an appendix.


�. Pflaum M. The Australian medical workforce: Occasional paper number 12. Department of Health and Aged Care.


�. Private Health Insurance Administration Council. Operations of the Registered Health Benefit Organisations Annual Report 2001-2002. p 35ff.
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