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Introduction 

The future of Medicare is a matter of the greatest importance for people in rural and remote Australia.  This submission draws on the NRHA’s Position Paper on Medicare which is attached.  

The National Rural Health Alliance hopes the current debate will lead to an enhanced Medicare which retains the principle of universality.  

Medicare is the centrepiece of the health system, including in rural areas.  It includes access to medical services at affordable prices, funding for public hospitals and the Pharmaceutical Benefits Scheme. The system has to be protected and enhanced. 

Medicare’s achievements in rural and remote areas to date have been limited by the under-supply of GPs, long distances to hospitals, higher costs of health care delivery, and the relatively small proportion of Indigenous people with Medicare cards.  With the lower level of bulk-billing in rural areas, average out-of-pocket costs of medical attention are higher in the country.  There is also a decline in access of rural residents to their local hospital, partly because of the decline in numbers of practising procedural GPs. 

However, in the Alliance’s view, these rural challenges do not mean that Medicare is ‘broke’ and there would be very serious results if the structure and principles of Medicare were undermined.  The Government’s currently proposed changes on bulk-billing cannot fix fundamental rural workforce and service issues.  They would result in a rigid and three-tiered system and the loss of Medicare’s universality.

The proposed changes would impact on all aspects of the rural health workforce and service structures in rural, regional and remote areas.  There will be impacts on GPs, hospitals, specialists and the PBS, as well as interactions with some special rural programs.  Medicare is for all Australians.  Rural consumers have been disappointed not to have been consulted in developing improvements to Medicare.  

Rural people are naturally attracted by the possibility that there will be a better distribution of GPs and better access to other primary health care services.  Also, general practitioners and other service providers need to be properly rewarded.  The way to do this is through long-term and consistent improvements to training and support for sustainable and economically viable practice for health professionals in country areas, not through short-term fixes for bulk-billing.  

A number of professions contribute to health outcomes in rural and remote areas and the Commonwealth Government needs to consider how co-ordinated primary health care can be enhanced, especially in more remote areas.

The Alliance strongly supports Medicare’s fundamental principle of universal access.  This provides ease of access, avoids the stigma and poverty trap problems of a purely welfare system, and makes access to health services a common right – not a ‘safety net’.  

Rather than changing the principles of Medicare in response to concerns about trends in bulk-billing, Government should enhance the capacity of the existing system to cover the costs of other forms of primary health care - like psych. nurses for mental illness, physios. for musculoskeletal illness, and practice nurses to expand primary health care at the GP’s surgery - to provide a more cost-effective system overall.    

This would make Medicare more effective for people in rural and remote areas.  In the meantime, any new measures to increase bulk billing must ensure that rural people pay no more in out-of-pocket costs than city people, and also recognise the real costs to medical practitioners of providing services in rural and remote areas.  Poorer access for rural people to medical services (and their relative inability to access them free-of-charge) is a major equity issue.  Cost and location should not be barriers to needed health services.

Rural people are wary of the proposed changes to the principles to Medicare made ostensibly in their interests.  They will welcome the Government’s intention to provide more undergraduate medical places and GP Registrar training positions for rural areas, and practice nurses for outer metropolitan areas.  The Alliance supports measured and supported workforce initiatives which will help rural consumers.  These health workforce initiatives need not be related to unacceptable changes to bulk-billing and Medicare.  

The Alliance is unhappy that Medicare would lose its core principle of universality if the proposed changes were adopted, and that the changes seem to be justified in the name of rural people.  Without the principle of universality, the prospects would be very bleak for Medicare.

Because it is based on the tax system, currently Medicare is administratively efficient and progressive – the more you earn, the more you pay.  The universality of Medicare  provides medical care as a right and not as ‘a welfare safety net’, and it is a relatively simple system.  Co-payments and private health insurance do not have these positive characteristics.  Finally, a universal system is politically stronger than a targeted safety net that could be further narrowed at the whim of governments.

The Alliance believes that alternatives exist for increasing the rate of bulk-billing in rural areas, for instance through a meaningful increase in the rebate and/or the possibility of differential rural rebates – known as rural consultation item numbers.

The Government is right to believe that competition between GPs affects the rate of bulk-billing – but this is a pious hope in the many rural areas under-serviced by doctors.  Improvements in the rural health workforce require measured, structured and supported increases in the supply of doctors and other health professionals.  In the case of GPs the changes need to focus on aspects of practice which are particularly rural – like procedural work and indemnity cover.

In contrast to the Government’s current proposals, the ALP’s plans for Medicare and bulk-billing would retain the basic principles of Medicare and, like the Government’s, include positive differentiation for rural areas.    

The Alliance notes that the ALP would retain the workforce proposals from the Government’s Medicare package: new undergraduate places for medicine, Registrar positions and more practice nurses.  There is no reason to tie these rural workforce measures to new arrangements for bulk-billing.

Both the Government and the Opposition have given special emphasis to the particular needs of people in rural, regional and remote areas.  This is driven, of course, by the relatively serious fall in rates of bulk billing in rural areas compared with the capital cities.  For instance, the overall rate of bulk billing by GPs in the Federal electorate of Hunter is currently a little below 51% of GP services compared with 89.6% in the seat of Macarthur and 38% in Eden-Monaro.  

The fact that rates of bulk billing are readily available by Electorate illustrates the political nature of this variable.  Another such indicator in the health sector relates to hospital waiting lists and rates of ambulance by-pass. 

The Government’s proposed changes to Medicare and bulk billing cannot be justified on the basis of their impact in rural areas.  There is great uncertainty about the number of doctors who would opt in; and there is some certainty that, if adopted, the changes would not help to build the general practice or broader primary health care workforce in country areas.  There is also great concern that the changes would move Australia from a national insurance scheme to a moveable and fragile safety net.  

As an alternative the Alliance would support greater public investment in community health care, especially through direct Government funding of new multi-disciplinary health centres, an increase in the number of GPs, and more support for bulk billing across the board.  

Universality

The Alliance believes that the first thing to do is to retain the principle of universality.  The second is to improve the Medicare system over time so that the principle can be better operationalised, particularly in rural and remote areas.

The notion of Medicare’s universality seems to be comprised of four parts.  First, it is funded through the tax system, therefore it is progressive and fair (always assuming that most people are participating appropriately in the tax system).  Secondly, for the same reason, it is administratively cheap.  The administrative cost of the tax system is about 1% compared with 10-12% in the private health insurance system, for instance.  Thirdly, the current health insurance system is ‘universal’ in the sense that its provisions relate equally to all service providers and all consumers, and not to subsets of these determined from time to time by regulation of Government.  Fourthly, the current system provides “universal access to affordable health care to all people irrespective of their location or income”.  

This last is probably regarded as its key element, but it is also the one where there is the greatest distinction between the principle and the operation.  This is where rates of bulk billing enter the argument, for bulk billing provides no cost service to some individuals and the overall rate of bulk billing determines the aggregate cost of out-of-hospital services to a community in a particular area.  However, for the majority of services to be bulk billed, three conditions need to be met.  First there needs to be access to doctors.  Second, there needs to be an adequate level of rebate.  Third, the doctor needs to be happy to make the decision to bulk bill some or all of their patients.  This of course is where the universality principle has most difficulty in rural and, especially, remote areas.  Many remote areas have no doctor.  Many country towns have one or two doctors where they used to have three or four.  What this means is that their books are closed and it is quite common for there to be a waiting list of a month for those who are on their books.

This phenomenon of ‘no doctor, no Medicare’ can be measured in a number of ways.  Richard Court, as Premier of Western Australia, lamented the fact that the average person in New South Wales (at the time) had “ready access to $363 per year in benefits under the Medicare scheme, while someone in the remote Kimberley or Pilbara region, with much poorer health status, is only accessing $66 per year”.  More recently the Australian Medical Workforce Advisory Committee, using AIHW data, has shown that in 1999 (and allowing for all general practice type patient encounters, irrespective of their location,) there were 7.2 GP encounters per head per year in Australia overall, with averages of 5.2 in ‘other rural areas’ and 4.8 in ‘other remote areas’.  Yet another measure is the aggregate estimate from the Rural Doctors’ Association of Australia of the ‘GP Medicare shortfall’ of $250 million a year.  

Whatever methodology is used, it is clear that people in more remote areas are missing out.  This statement is based on a narrow definition of ‘Medicare’ as being only the public health insurance system as it relates to bulk billing arrangements.  If one defines Medicare to include the funding of public hospitals and the PBS, then the remote shortfall is certainly less because remote people are forced to utilise public hospitals for primary health care.  But this is in itself a problem because it means they do not have access to the right sort of primary care in the right place at the right time.  

With either the narrow or the broad definition of what Medicare is, there is clearly the need for the contract between the Government and the health consumer which underpins it to be met in remote areas by means other than fee-for-service medicine and public hospitals.  

Summary

Tax is paid in proportion to the person’s ability to pay.  There is a public contract between the national Government and the people of Australia, though Medicare, to provide all people with such access to health care as is determined by their need for it, not their income or location.  The main means of delivering on the contract are GPs, the PBS and Public Hospitals.  In remote areas all three are less readily available and, when they are, the cost to their patients is higher.  The national Government should therefore find alternative ways of delivering on the contract.

Once the universality principle of Medicare has been preserved – which must be the first task – the Government can then move on to enhance it and other delivery systems to provide good levels of accessibility and affordability in rural and remote areas.  

If Medicare covered the work of psych. nurses for mental health and physios for musculo-skeletal care, it would be more cost effective and efficacious system because of the specialised skills of those professionals.  There has been strong political and financial opposition to extending Medicare because of the costs that would be involved.  

The ‘other delivery systems’ that could be enhanced include programs like the salaried GP service now provided in parts of north-western New South Wales, and the Primary Health Care Access Program in the Northern Territory.  If they are publicly funded and provide no cost or low cost primary health care, then they are doing the job referred to in the Medicare contract between Government and the people.

Medicare is not broke. It needs enhancing, not dismantling.  Once its future is again assured, it and the rest of the public health system can be reformed and resourced so that people everywhere have access to affordable primary health care. 
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 A MORE EFFECTIVE MEDICARE FOR COUNTRY AUSTRALIANS

The National Rural Health Alliance, the peak non-government rural and remote health organisation notes the following.

What is Medicare?

Medicare, Australia’s health financing scheme, can be conceptualised as two interlinked components: underpinning principles; and the specific components and mechanisms in place to deliver on the principles.

The underpinning principles include:

· universality;

· access according to health need rather than ability to pay;

· equity (linked particularly to being funded through progressive taxation, ie the Medicare Levy and income tax);

· efficiency, including cost containment; and 

· simplicity. 

Specific components have varied over time, but currently the following features are included.

· Universal access to reimbursement for some/all costs incurred for private medical and optometrical services.  Rebates are based on government-determined Schedule fees and vary in accordance with the following rules: 

· 85% of the Schedule fee for lower priced out-of-hospital services;

· Schedule fee less a fixed amount for higher priced out-of-hospital services; and 

· a flat 75% of the Schedule fee for private in-patient services.

These differences in how the rebate is calculated have arisen from previous policy decisions, the reasons for which are not well known.

· Universal access to bulk billing
, limited only by a doctor’s charging policies. 

· Some doctors bulk bill all services; some none; most fall in between.  Private doctors’ charges reflect a range of factors including local market factors, practice viability, their patient mix and their philosophical approach. 

· Universal access without charge to public hospital in-patient and out-patient emergency services,

· but not all public hospitals are required to provide every possible service.

· A family-based annual safety net, which protects high users of medical services from excessive out-of-pocket costs for payments up to, but not above, the Schedule fee.  

· Measures to encourage private health insurance, ostensibly to give consumers choice and to relieve pressure on public hospitals, that include:

· a non-means tested 30% tax rebate for the cost of private health contributions;

· the standard Medicare Levy (1.5% of taxable income) increases to 2.5% for those individuals/families whose taxable income exceeds $50,000/$100,000; and

· lifetime health cover policy through which private health insurance contributions increase for people newly taking out private health insurance  for each year the joiner is aged over 30 years. 

There are many other health programs funded by a variety of means and with varying entitlements and availability which co-exist with Medicare.  Overall, public hospital funding and Medicare Benefits accounted for 44.2% of total health expenditure in 1997-98, down from 51.2% in 1984-85; Medicare Benefits comprised 15.9%, and public hospitals 28.3% of the total.

One major difference between the Benefits component of Medicare and most other types of health funding is that Medicare Benefits are open-ended.   Most other services operate within a fixed budget.    

Since the election of the Coalition Government in 1996, the rhetoric around Medicare has moved somewhat away from universality as the key theme towards the notion of a safety net and choice.  This shift has centred on in-patient hospital care and is embodied in the policy that provides generous subsidies for private health insurance. 

Groups have been formed to lobby for the preservation and strengthening of Medicare including the National Medicare Alliance and the National Healthcare Alliance, arising from concerns that these new directions threaten the longer-term future for Medicare as a universal, publicly-funded scheme.  

Medicare operates like an insurance scheme for services provided by private doctors in that consumers are reimbursed for some or all of their doctors’ fees. 

The public hospital arrangements are more like the UK National Health Service in that public hospitals are funded by State Governments and charges generally do not apply for Medicare in-patients.  

Since Medicare’s introduction there have been a number of changes, mainly affecting private health insurance and to encourage cost containment; but from a consumer’s perspective, Medicare remains essentially as it was when introduced in 1984.  Medicare is very popular. There is bipartisan political support for its retention.  

Schedule fees and other aspects of how doctors are funded

Doctors are concerned that cost containment has led to a fall in Schedule fees relative to the increases in their costs and relative to net incomes for comparable professionals.  They, especially General Practitioners, are concerned about the impact of this on quality of care as well as on the economic viability of their practices.

Schedule fees are notional prices set by the Government for each type of service for which a Medicare Benefit is payable.   The current method used by the Commonwealth Government to update Medicare Schedule fees uses a general index with wage and non-wage components.  These indices do not directly reflect cost structures or professional income expectations in medical practice.  The ways that Schedule fees have been adjusted over the years have perpetuated or worsened historical differences when procedural services were overvalued compared with consultation services.

Economic viability is determined by the difference between practice revenues and practice costs.  In recent years the Commonwealth has introduced programs such as the Practice Incentive Program and the GP Links Program which have contributed to practice revenues or reduced practice costs.

The Practice Incentive Program for private medical practices and its predecessors were initially funded as a substitute for part of expected increases in Medicare Benefit Schedule fees. i  One benefit of this scheme is that it enables general practitioners to put more time into population health activities.

Payments under the Practice Incentives Program include a loading for practices outside metropolitan areas of between 15% and 50%, depending on remoteness.
  A consequence of this is to increase practice incomes in rural and remote areas at the expense of those in metropolitan areas, all other things being equal.  

Some components of these measures directly increase the practice revenues of General Practices and are designed to provide extra payments to practices in rural and remote areas, recognising the extra costs of practice.  40.7% of Practice Incentives Program funding went to General Practices outside metropolitan areas in 1999.i Such payments now represent a substantial proportion of revenues for General Practices, and could average $20 000 per annum per General Practitioner.i Yet this income is not always taken into account when assessing levels of general practices’ revenue. 

There is only one Schedule fee for a specific service regardless of who performs the service and its complexity.  Rural General Practitioners argue that these arrangements take no account of the complexity of many services provided by General Practitioners in rural and remote Australia which can involve complicated diagnosis, treatment and management without support from medical specialists or allied health practitioners.   

Differences between urban and rural General Practice

There is evidence of substantial differences between urban and rural general practice. For example, judging from research covering services provided between 1998 and 2000 and considering only their Medicare Benefits funded work, rural GPs are more involved in procedural work such as anaesthetics, operations and obstetrics, and provide a higher proportion of after-hours care for their patients.   They are also more involved in establishing the diagnoses of their patients and can have a different patient demographic.  Urban GPs have a higher rate of presentations with minor acute illnesses such as upper respiratory tract infections. 
  The RDAA is currently undertaking a study of rural General Practice to establish more reliably its costs and complexities.  It hopes to use the results to inform future policies on attracting General Practitioners to country practice.
The degree of difference between urban and country General Practitioners increases when the role of country General Practitioners in public hospitals is taken into account.   Including hospital work increases the amount of procedural work undertaken by rural General Practitioners, but has a smaller impact in urban areas where General Practitioners are less likely to be involved in hospital work.  

Private doctors are free to set their own fees, except that if a service is bulk billed the fee cannot exceed the Medicare Benefit for that service. The AMA has its own Schedule of fees which are considerably higher than the Medicare Schedule fees. Many doctors, especially specialists, use this schedule as a guide for their fees.

Rural General Practitioners have long argued that their costs of practice are higher than those of General Practitioners in metropolitan areas and that this difference justifies their higher charges. Nevertheless a practice costs study conducted in 1999 for the Relative Value Study of the Medicare Benefits Schedule concluded that practice costs for General Practitioners outside metropolitan areas were not substantially higher than those of their urban colleagues. 
   

The RDAA, the AMA and other groups contested this.  The RDAA has stated that the costs to General Practitioners of providing care in rural areas are up to twice those of their urban counterparts.
  The RDAA believes that the practice costs study for the Relative Values Study was flawed and inadequately accounted for a wide range of rural specific factors affecting the costs of general practice. It provided a detailed critique of the study which raised many issues about the study design and the quality and quantity of the consultants’ contacts with rural General Practitioners.
 

Does Australia still have a commitment to universality?

In theory Medicare is a universal scheme applying equally to all Australians.  

Australians contribute to the costs of Medicare through the Medicare levy and general taxation.  These arrangements are progressive in that contributions to Medicare increase with taxable income, unlike regressive private health insurance contributions.

Similarly all Australians are entitled to the same reimbursement for a specific service in a specific setting. 

The reality is that the special characteristics of rural and remote areas inhibit the effectiveness of aspects of Medicare for residents of these areas, especially away from the major rural centres. There are genuine concerns that Medicare’s achievements are limited for country Australians, especially when measured against the principles of universality and access.

Rural and remote areas are characterised by relatively poor access to services funded by Medicare and provided by private doctors.

Enrolment is a pre-condition of access to Medicare Benefits.  Some groups within Australian society do not have a high level of enrolment in Medicare.  The main group of concern is Indigenous Australians, who form a relatively high proportion of residents in rural and remote areas.  The Health Insurance Commission, the Medicare payment agency, is piloting several approaches to increasing the level of enrolment in Medicare by Indigenous Australians.

The number of Medicare-funded services per capita falls with increasing remoteness, leading to a skewing of Medicare Benefits funding towards metropolitan areas. This situation generally applies to all types of medical services whether provided by General Practitioners or specialists.
  

This occurs despite substantial evidence that rural and remote residents have on average poorer health and face a higher level of some health risk factors than their urban counterparts.
    Thus those with higher health needs in rural and remote areas have less ready access to private medical care funded by Medicare than those in more urban areas with on average better health.

This has generated serious concerns that there has been limited success in targeting Medicare Benefits funds according to greatest health need.

Equitable access – uneven distribution of  doctors

A significant feature of Medicare is that it funds access to services provided by defined providers (eg private doctors) or at specific locations (eg public hospitals).  It does not fund access to specific types of care or treatment regimes (eg maternity care) unless the services are provided by private doctors or in a public hospital.  Arguably families without ready access to private doctors or public hospitals get little value from Medicare. Yet unless they are on low incomes or are otherwise exempt from income tax and the Medicare Levy, they continually contribute to the cost of Medicare and may have substantial health care needs.  

The linking of Medicare Benefits to private doctors and open-ended funding means that the distribution of private doctors is the key factor influencing access to Medicare-funded services and the geographic distribution of Medicare benefits.

A characteristic of the Australian medical workforce is its concentration in metropolitan areas. The ratio of General Practitioners per 100 000 population decreases steadily with increasing remoteness.  In 2000-2001 this ratio ranged from 85 per 100 000 population in capital cities to 44 per 100 000 in other remote areas.
 

Further there is a steep decline in access to specialists as rurality increases.   In 1995 capital cities and large rural centres had a ratio of specialists per 100 000 population substantially exceeding the overall ratio in Australia, while other rural and remote areas had a ratio substantially less.ix 

A recent report concluded that, when examined from a demand perspective, there is an overall shortage of General Practitioners in Australia.
  The reports states that this is caused by the price for General Practitioner services being below the cost of providing the service, fuelling increased demand as the supply of General Practitioners increases.  

Whether there is an overall shortage or surplus of general Practitioners it remains the case that there is a very skewed distribution of General Practitioners towards urban areas.  Two features of Medicare may help to sustain the wide range in the ratio of General Practitioners to population between different areas across Australia.

First, the Medicare Benefit effectively provides a floor price preventing competition on price between GPs in oversupplied areas, thus enabling GPs in such areas to generate sufficient income to sustain their practices.
  The high levels of bulk billing (ie at the floor price) in many metropolitan areas can be seen as an indicator of excess supply. Despite falls in overall levels of bulk billing in recent years many metropolitan areas still had levels over 90% in 2001-2002: eg the electorates of Barton, Batman, Blaxland, Braddon, Calwell, Chifley, Fowler, Gellibrand, Grayndler, Greenway, Kingsford Smith, Lindsay, Lowe, Parramatta,  Prospect, Rankin, Reid, Throsby and Watson.
  

Secondly, the funding arrangement can lead to distortions in the way health services are used.  Consumers are reimbursed for costs of a range of services provided by  General Practitioners whereas Medicare does not cover similar or identical services provided by non-medical health professionals. For example Medicare reimburses acupuncture provided by a general practitioner whether or not the provider has special skills in this type of treatment, yet the consumer must pay in full for similar services provided by a fully trained acupuncturist.  

Other practitioners who are similarly affected include  psychologists, chiropractors,  physiotherapists, midwives and nurses. This gives general practitioners a market advantage over other private health professionals providing similar services and helps to determine consumer choice in urban areas, because they face a much higher out-of-pocket cost if they choose a provider not supported through Medicare.  

Medicare also enables General Practitioners in well-supplied areas to create new markets as one response to an oversupply of traditional primary care medical practitioners.  Some of these markets (eg in travel or sports medicine) may be regarded as relatively low priorities in terms of national health objectives, but use up scarce health resources when other higher priority needs remain underfunded – including in rural areas. 

Thus Medicare Benefits funding as it is currently structured may inhibit market forces from encouraging GPs or other private medical practitioners to move from relatively over-supplied areas to relatively undersupplied ones, such as some rural and remote areas where need is greater.

Equitable access - bulk billing

Bulk billing provides a mechanism to implement Medicare’s principle that services should be without charge or low cost at the point of service. Consumer organisations are strong defenders of retaining the current arrangements for bulk billing and finding ways to encourage a higher level of bulk billing where rates are relatively low.

Having access to bulk billing is highly valued by country Australians.  Regrettably bulk billing rates generally decline with increasing rurality. In 1997-98 bulk billing rates for out of hospital services ranged from 80% in capital cities to 62% in remote areas.viii  Rural doctors state that their high level of practice costs are a major factor in the lower rates of bulk billing in rural areas. Other commentators believe that these lower rates are also related to the stronger market position of rural GPs arising from the more limited degree of competition they face.
  

It is important to understand the complexities associated with doctors’ choices about whether or not to bulk bill specific services. Their choices reflect personal beliefs and values as well as technical issues about billing arrangements.   Examining the factors which influence doctors’ billing practices would be a useful avenue for research to inform policy decisions about Medicare.

The table below shows the recent trend to falling rates of bulk billing across Australia for services provided by General Practitioners, with the impact greatest in rural, rather than remote, areas.  

Proportion of General Practitioner attendances bulk billed by region

	Region
	1996-97
	1997-98
	1998-99
	1999-00
	2000-01
	*June 2002

	Capital city
	85.9
	85.6
	85.4
	85.2
	83.8
	79.5

	Other metro centre
	81.3
	80.1
	79.5
	78.6
	76.2
	71.0

	Large rural centre
	65.7
	63.7
	61.7
	60.8
	59.8
	59.0

	Small rural centre
	64.8
	63.1
	61.7
	61.7 
	60.9
	59.0

	Other rural area
	62.1
	59.6
	59.1
	58.6
	57.7
	56.5

	Remote Centre
	56.0
	56.7
	57.6
	59.0
	60.0
	58.9

	Other remote area
	70.1
	69.6
	70.1
	70.1
	69.5
	70.8

	Unknown
	68.8
	70.3
	71.4
	73.4
	72.7
	NA

	Australia
	80.6
	79.8
	79.4
	79.1
	77.6
	NA


Source: Department of Health and Aged Care x
* 
Figures for June quarter are from material attached to a media release from the Shadow Minister of 12 February 2003
 and are for unreferred attendances

In 2002 the trend towards falling bulk billing rates in many rural areas accelerated.  Falling levels of bulk billing may be an indicator that the real costs of providing services are rising faster than Schedule fees, for example because of rapidly rising medical indemnity costs.  At the same time as bulk billing levels have fallen the average out of pocket costs have risen substantially, adding further to the costs faced by many rural and remote area residents in accessing medical services.

The increase in bulk billing in remote centres could be related to the increased use of Medicare billing by Aboriginal Medical Services. 

Because the rate of bulk billing is generally lower in rural and remote areas, a higher proportion of services is charged at the higher fee levels in these areas. Hence relatively more people face out-of-pocket costs than in urban areas.  This is an added concern because of the overall low socio-economic status of many country areas.  Average incomes, both per person and per household, are generally lower in non-metropolitan areas than in metropolitan areas.
  Thirty-three of the poorest electorates in Australia are rural electorates, with the average weekly earnings of families and individuals in these areas considerably lower than the national average.
 

When combined, the higher distances travelled to see a doctor, possible lost income from having to take time away from work to travel for a medical service, the lower levels of bulk billing and the generally higher levels of charging can create substantial cost barriers for rural and remote area residents with medical needs.  

The Australian Medical Association and the Rural Doctors’ Association of Australia both welcomed recent calls to introduce higher Medicare benefits in areas with low levels of bulk billing, including many rural and remote areas, but with some reservations.  For example both emphasised their opposition to any proposals which linked higher benefits to a requirement to bulk bill.
 

Naturally doctors will resist any measure to increase bulk billing which adversely affects the economic viability of their practices. Therefore any measures to increase bulk billing levels must strike a balance between certainty for the Government and consumers of lower out-of-pocket costs, and income security for general practitioners.

An issue not often canvassed in the debate about bulk billing is the total cost to consumers of particular episodes of care.  Even if there is no direct cost for a General Practitioner’s service there are costs for medications, tests or specialist referrals as well as travel and time costs.  Research which examines the total cost to consumers from episodes of care or over an extended period, say 12 months, and whether this is related to GPs’ billing patterns, would usefully inform future debates on bulk billing or other approaches to containing health costs for individuals and families. 

It is important, for example, to establish if there is any link between whether a service is bulk billed and a decision to provide a script, order tests or refer to a specialist.   If this were to be the case, then higher levels of bulk billing might lead to higher out-of-pocket costs when the broader picture is examined.

The rural Medicare shortfall

The Rural Doctors’ Association of Australia argues that there is a ‘shortfall’ in Medicare funding in 1999-2000 of around $250m for General Practitioner services or $450m for all private medical services in rural areas.  The RDAA suggests that this represents a less than equitable share of Medicare funding.v  The ‘shortfall’ is the notional cost in Medicare Benefits of providing extra private medical services in the country areas such that the average per capita payment of Medicare benefits in these areas rose to equal that paid in urban areas. 

Another way to conceptualise the ‘rural shortfall’ in benefits outlays is to look at the differences in out-of-pocket costs paid by rural and remote residents compared with their urban counterparts.  This approach suggests a ‘shortfall’ of perhaps $43m per year, being the amount of funds that would be required to reduce the average out-of-pocket cost for rural and remote residents to that of urban residents.

The large subsidies for private health insurance introduced in recent years can be considered as a Medicare expenditure: one justification for their introduction is to relieve pressure on public hospital services.  These subsidies further exacerbate the funding ‘shortfall’ in country Australia because of the relatively low levels of private health insurance in these areas and the limited number of private facilities where insured people can access services.viii  A recent report commissioned by State Health Ministers has concluded that  “on both economic and health criteria, the rebate has failed to produce the results claimed for it. …….a number of changes could and should be made”


Medicare funding also includes the costs of public hospitals. Per capita expenditure on public hospital services, a key component of Medicare, generally increases with increasing remoteness.viii  These calculated shortfalls in Medicare Benefits do not take into account the cost to Medicare overall of the extra proportional use of public hospital services by residents of rural and remote areas.  

As an alternative approach to dealing with the shortage of private medical practitioners in country areas, the Commonwealth Government has provided funds for targeted, compensatory programs such as Regional Health Services Program, the Royal Flying Doctor Service, the Primary Health Care Access Program, Aboriginal Health Services, and a range of others to increase access for rural Australians to specialist medical services and programs which use salaried medical practitioners.viii  


Obtaining a reliable figure of Medicare’s overall ‘rural and remote shortfall’, in itself a controversial notion, is thus a complex exercise.

Access to public hospitals

There is a disturbing trend that weakens Medicare’s performance in relation to access to public hospital services in rural and remote areas.  Although there has historically been a relatively high use of public hospitals in rural and remote areas, rural communities and rural doctors are concerned that for a wide range of reasons there is a rapid decline in access by rural residents to their local hospital.  One reason for this is the decline in the number of procedural General Practitioners. Procedural services provided include obstetrics and gynaecology, quite complex surgery and associated anaesthetic services. 

The reasons for the decline in numbers of procedural General Practitioners include: 

· inadequate income to cover the costs of such services, especially with the rapid increases in medical indemnity premiums; 

· increased fear of litigation; 

· stringent requirements for skills maintenance being too demanding and costly where a Procedural General Practitioner is involved across a range of specialities;

· adverse impact on family life; 

· lack of local facilities due to closures of many public hospitals in rural areas;

· added pressures on remaining proceduralists as others retire from the field; and

· lack of professional backup from medical specialists and allied health practitioners.

The shortages of allied health practitioners add pressures to rural General Practitioners not only in relation to their hospital work, but also in relation to their practice based work.  This may be a substantial factor in causing some General Practitioners to leave rural practice. The Rural Doctors’ Association of Australia has identified several major consequences of this decline for rural communities.  These include a substantial negative economic impact; reduced choice for consumers; family disruption and hardship if the services are no longer available locally; delayed treatment; and difficulties in attracting young couples to areas without local obstetric services.xxiii 

At the request of Australian Health Ministers’ Advisory Council’s Rural Health Policy Subcommittee and the Rural and Remote Australian Health Workforce Advisory Group, the Rural Doctors’ Association of Australia, the Australian College of Rural and Remote Medicine and Australian Rural and Remote Workforce Agencies Group have been working to develop concrete solutions to be implemented within a national strategy framework.

Access to Medicare rebates       

A further problem for people in rural and remote areas, especially those with limited incomes, is limited or no access to Medicare offices where they can quickly obtain their Medicare Benefits for patient-billed services.  Initiatives such as telephone claiming and Medicare Booths established in rural Australia help to expedite claims for people without ready access to Medicare Offices, but the payment is still by cheque or EFT with time lags between the date of service, claim and payment.

High up-front costs can be avoided through the mechanism of pay-doctor cheques: patients pay only the gap between the Medicare benefit and the doctor’s charge, with the Health Insurance Commission providing a cheque for the Benefit.  Some doctors are reluctant to use this method as the cheque, payable to the provider, is posted to the patient and there are often considerable delays before the cheque is passed on.            

A range of options has been suggested to overcome the problems outlined above.

Higher Schedule fees and/or rebates in rural and remote areas

The RDAA argues that equity demands that some or all of the $250m to $450m in shortfall of Medicare benefits funds should be used to increase rebates in rural areas as a way of recognising that country doctors have higher practice costs resulting in higher charges. It and others have made proposals such as differential rebates and rural consultation items with higher Schedule fees that recognise the higher costs and complexities of rural General Practice.v 

One approach to differential rebates would be to raise benefit levels for each rural and remote area classification so that the average out-of-pocket cost equalled that in urban areas (after adjusting for different service mixes).  Another might be to link higher rebates to patients willing to register with a practice as their primary care provider.

The RDAA suggests that increasing rebates would shift some of the out-of-pocket costs currently faced by country residents to Medicare, potentially increase bulk billing rates and make country practice more attractive financially, helping to increase recruitment and retention rates. 

It uses the rural retention scheme and the immunisation arrangements to demonstrate the effectiveness of changing doctors’ behaviour through financial incentives.  

Others believe that such examples of the effectiveness of financial incentives may have limited transference to attracting doctors to rural and remote areas. Research indicates that financial incentives are not the only driving force for location. 

Such a policy initiative would not in itself guarantee that more people would have increased access to appropriate medical care in their local area.  Further, unless the higher rebates were linked to conditions about doctors’ charging regimes, there would be no certainty of reduced out-of-pocket costs or increased levels of bulk billing. 
  

Other commentators have suggested such schemes would depend for their success on a cut in Benefit levels for metropolitan services, to reduce the floor price to an uneconomic level, thereby encouraging doctors in oversupplied areas to move to less well-supplied areas.
  The recent trend to falling levels of bulk billing in some urban areas suggests that the benefit may already be close to uneconomic levels in these areas, so that further reducing the benefit in these areas would risk accelerating the decline in bulk billing in these areas.

The Commonwealth Government has so far rejected ideas about alternative Medicare items with higher Schedule fees for services by country General Practitioners.

Higher practice incentive payments to doctors who increase their levels of bulk billing

An alternative option could be to provide an incentive payment to practices to increase their overall level of bulk billing up to a benchmark figure.  The benchmark figure could be set at a negotiated level or an existing figure, for example the average in the state or the overall national average for General Practitioner services.  

Practices would then receive a predetermined bonus for each percentage point that their bulk billing rates increased towards the benchmark figure, in order to offset any loss of income.  Some guarantees about fee levels for patient billed services would also be necessary.  

Such an approach would avoid paying bonuses in areas where competition was sufficient to ensure high bulk billing levels.  It would also avoid complexities associated with identifying patients as disadvantaged, and boundary issues arising from using geographic classifications.

This bonus payment could be paid as part of the Practice Incentive Program.  It could be adjusted as levels of bulk billing changed.  It would effectively be a straight transfer of funds from patients to the Commonwealth Government, and would need extra funding or offsets elsewhere from other Government programs. 

Increasing measures to attract and retain General Practitioners to undersupplied areas

Another option to improve access and increase competition, in order to lower overall charges in country Australia, would be to further reinforce the wide-ranging measures introduced in recent years to attract and retain General Practitioners in rural and remote areas. These initiatives include those that encourage rural terms for specialist trainees.

While doctors and communities have welcomed these initiatives, their impact on the recruitment and retention of GPs in rural and remote areas appears to have been limited.x  It is too early to judge the longer-term impact of more recent initiatives to encourage young people from country areas to undertake medical education and to require all medical students to have placements in rural and remote areas.

Geographic provider numbers

An option repeatedly canvassed over the years is that of introducing geographic provider numbers.  Some existing arrangements to increase the numbers of doctors practising in rural and remote areas already have an element of geographic provider number.  For example the Rural Locum Relief Program and the Area of Need Scheme enable doctors who have not yet met the full Australian registration requirements to practise, conditional on their working in defined rural and remote areas. A key characteristic of these schemes is that the practising rights of other doctors are unaffected.

More controversial proposals have involved capping the availability of provider numbers in relatively over-supplied areas.  There have been several variants of how such a scheme might operate.
  Various proposals to auction Medicare provider numbers have also been canvassed.

Governments and organisations representing General Practice have either shown little interest in pursuing these ideas or actively opposed them.xxv  There are several concerns that suggest such a measure would not have the desired effect of attracting higher numbers of suitably trained GPs to relatively undersupplied areas.  Coercion is unlikely to lead to a committed, effective general practice workforce in country areas.  The Rural Doctors Association of Australia is actively opposed to geographic provider numbers.

There appears to be increasing support from some quarters for major changes to Australia’s health financing system.  The most radical proposal involves shifting responsibility for health and aged care to one level of government, which would then distribute the available funds on the basis of need.  Options canvassed in this context include a variety of pooled funding models, including forms of managed competition.
 
  There has been little serious national political interest in general application of these approaches.
A recent report to Australian Health Ministers concluded, inter alia, that “rural areas are significantly disadvantaged in terms of access to health resources and that some aspects of current financial arrangement create barriers to the appropriate use of funding in rural areas and may inhibit the development and adoption of appropriate community-led models of care”.
  The report recommended a range of changes to the health financing arrangements for rural health services.

There have been repeated calls for Medicare to be extended to other health care providers such as midwives, psychologists and nurses.  Country Australians would not benefit as much as their city cousins from an extension of Medicare to other health professionals as, by and large, there are shortages of other health providers in rural and remote areas.  

Access to first point of contact assessment and treatment services is a key element of Medicare’s principle of equality of access to necessary health services, regardless of a person’s geographical location.viii  The Commonwealth already plays a major role in funding Aboriginal Health Services which provide first point of contact assessment and treatment services for Indigenous communities. This is an example of an alternative way for the Commonwealth to meet its responsibility for funding primary care and treatment services in areas where there is a major shortage of medical practitioners and where this is likely to remain so in the foreseeable future.  

Based on Medicare’s core principle, there is a strong case for the Commonwealth to extend this practice and these alternative approaches to first point of contact assessment and treatment services in medically undersupplied areas. Commonwealth support for advanced practice nurses in targeted areas, whether by fee for service or by other methods, could be one such valuable approach with containable outlays.

The National Rural Health Alliance affirms the following principles.

That the Commonwealth’s Medicare commitment of universal access to necessary health services means it must seriously consider providing funding for alternative first point of contact assessment and treatment services in areas where there is very limited access to doctors.

That it opposes any proposals for the introduction of geographic provider numbers for doctors which incorporate any element of reduced opportunities to practise in urban areas.

That it supports approaches based on incentives rather than compulsion for increasing the availability of doctors in rural and remote areas. 

That it believes any measures to increase bulk billing levels must strike a balance between certainty for the Government and consumers of lower out-of-pocket costs, and economic viability of General Practice.
That there is no certainty that introducing differential benefits or higher Schedule fees for rural and remote areas as a stand-alone initiative would increase bulk billing levels or improve access to private medical services, but it supports introducing measures into Medicare which:
i. seek to ensure that rural and remote residents pay on average no more in out-of-pocket costs for the same services than their urban counterparts; and 

ii. recognise the realistic costs to medical practitioners in rural and remote areas of providing services. 

The National Rural Health Alliance believes the following action should be taken.   

The Commonwealth should accept responsibility for funding necessary primary care services regardless of which suitably qualified health care provider gives the services in areas where there is little chance in the future of attracting sufficient private GPs. 
The Commonwealth should consult widely with doctors and residents in rural and remote communities before making changes to Medicare that affect them.  Any changes to increase levels of bulk billing should be based on research about the factors that influence doctors’ billing practices.

The Commonwealth Government should recognise that its private health insurance rebate is of little value to rural and remote area residents and re-direct some of these funds to measures to improve access to necessary medical services in country Australia.  Options for garnering some of these funds include: means testing the rebate, removing it from ancillary health services or abolishing it entirely.     

The Commonwealth Government should routinely publish Medicare statistics which enable comparisons between different geographic areas in terms of access to private medical services and out-of-pocket costs for patients.   

The Commonwealth Government should commission research which looks at total health costs to consumers of ambulatory care over episodes of illness or over a 12-month period and whether these are linked to billing practices of general practitioners. For example, there may be a relationship between the percentage of services bulk billed by a General Practitioner and the add-on costs incurred by patients through scripts, pathology and diagnostic imaging tests and specialist referrals.  The Commonwealth should publish the results of this research and use them to inform future debate and decisions on policies on bulk billing.

All health service funders should recognise the realistic costs of providing health services in rural and remote areas in their allocations to services in these areas.   

The National Rural Health Alliance resolves to take the following actions itself.

It will continue to give strong support to Medicare and improvements relating to rural and remote areas which improve its performance against the principles of universality, access, equity, efficiency and simplicity - with a special emphasis on reducing cost barriers and linking funds more closely to relative health need.

It will press for a better deal from Medicare for country Australians by encouraging health policy makers at Commonwealth and State levels to look broadly at issues of access and resources across programs, and the potential for innovative approaches to health care financing that would target resources more closely to relative health need.                   

It will support the RDAA in its project to establish the full costs and complexities of country general practice to inform future policies on attracting General Practitioners to rural and remote areas, noting that income is not the only or even major influence on a doctor’s interest in country practice.

It will support its Member Bodies in efforts to protect local access to procedural medical services when this can be demonstrated to be in the local community’s best interest.  

It will maintain strong and direct links with Commonwealth officials responsible for Medicare to ensure that they are closely aware of the concerns of country Australians and are encouraged to seek innovative solutions to these issues.
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