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Introduction

While the terms of reference for this inquiry are primarily directed to issues related to bulk-billing by general practitioners, the Senate may also wish to consider bulk-billing by optometrists, the only other group of primary care practitioners whose services are covered by Medicare.

Bulk-billing rates by optometrists are currently high.  However, there are significant pressures on optometrists to curtail bulk-billing.  Benefits for optometric consultations under Medicare have not kept pace with inflation, there have been sizeable cuts in the optometric program and there has been no recognition given in the Medicare Benefits Schedule to the increasing complexity of the services delivered by optometrists and the cost of delivering these new services.

The optometric arrangements add to the difficulties that optometrists face in that the Common Form of Undertaking signed by Participating Optometrists does not allow optometrists to charge fees in excess of the Schedule fees - even when higher value services are provided.

Optometrists find themselves in a similar position in relation to bulk-billing as general practitioners four years ago, and unless the difficulties optometrists face are addressed, there is a substantial risk that optometric bulk-billing rates will fall in the medium term.

Optometric arrangements

In 1975 the Government and opposition parties united to modify the Health Insurance Act to provide benefits for optometric eye care under Medibank, the forerunner to Medicare.  The introduction of optometric benefits was motivated by the need for better access to eye care for the community, greater equity and the lowering of the costs of eye care.  Almost three million Australians benefit annually from optometric consultations under Medicare.

Optometry more convenient and less expensive

Optometry’s inclusion in Medicare has proven to be a boon to the community and Government.  The community has obtained convenient, high quality eye care at lower cost.  In 1993, Access Economics reported on the economic effects of including Optometry in the Medicare program in a document called Vision Care in Australia: Focusing on the Role of Optometry.  Their analysis showed that eye care was least expensive when provided by optometrists:

‘... primary eye care services are provided at least cost when provided by optometrists and as a result, any movement in the direction of increased use of optometrists to satisfy primary eye care needs is a cost saving path for consumers and government alike’.
Access Economics found that the inclusion of optometry contained the growth in the cost of eye care stating:

‘…thus, compared with non-eye care services, the government is financing a greater number of eye care services for more modest increases.  The productivity of Medicare eye care expenditure appears to have increased relative to Medicare expenditure generally.’

Access Economics also commented that removing optometry from the Medicare program would increase the cost of eye care to the community:

‘All the evidence suggests that removal of optometry from Medicare would induce a large scale switching from optometry to ophthalmology, indeed to an extent that the ophthalmology profession would be unable to cope with the additional demand.  There would almost certainly be widespread disruption to the eye care market and increased costs to the (Federal) budget.

‘There is no scenario whereby patients would be as well off following the removal of optometry from Medicare as they are under the current Medicare arrangements.  Either patients will pay more for eye care or suffer a reduction from their current level of eye care.’

How optometric benefits work

In order that his or her patients are eligible for Commonwealth health benefits, an optometrist must sign a Common Form of Undertaking, an agreement between the Commonwealth Minister for Health and the optometrist.  The principal features of the Undertaking are:

· Participating optometrists can charge no more than the scheduled fee for consultations.

· The optometrist must refer patients for appropriate medical attention when it is clinically necessary.

· The optometrist recognises that optical prescription belongs to the patient and must be given to the patient on request.

· Benefits for the bulk contact lens item are payable only if the patient suffers from one of the specified conditions.

Until the introduction of Medicare in 1984, optometrists were required to offer to bulk-bill all patients designated as ‘special’ by the government.  Special patients included pensioners, low-income earners, unemployed and other groups.  Optometrists Association Australia policy still encourages members to bulk-bill these groups.

Limitations on use of optometric items

The Schedule of optometric items available under Medicare has been designed with the aim of providing adequate eye care benefits to the community while minimising the opportunity for over-servicing or inappropriate practice.

The Schedule items fall into three groups: initial consultations, subsequent consultations, and contact lens consultations.  Benefits are only paid for one initial consultation once in two years, unless specific conditions are met.

The contact lens items, which are bulk items covering all consultations relating to the prescription and fitting of contact lenses, are only paid if the patient suffers from one of nine specified conditions.  These limitations ensure that benefits are only paid when there is a clear clinical need for contact lenses.  In addition, benefits for contact lens consultations are only paid once in three years, unless there are other qualifying factors.

The limitations on the frequency with which the optometric items can be used and the provisions of the Common Form of Undertaking, the agreement that all optometrists must sign if they wish to participate in the health insurance program, ensure that the cost of eye care is kept at a minimum.

The economics of clinical optometry

In most optometric practices fees at the Medicare Schedule rate do not cover the costs of providing the professional service.  The professional attendance is in many instances a “loss leader” that is subsidised by the sale of optical appliances.

The Association has conducted income and cost surveys of optometric practice for fee purposes in 1974, in 1980 and in 1984. The Department of Health and the Australian Bureau of Statistics designed the surveys and the results were analysed in accordance with departmental requirements.  Each survey showed that the consulting side of optometric practice was either marginally profitable or at best broke even.  Benchmarking surveys conducted on behalf of the Association in 1995 and 1997 gave similar results.  The Australian Bureau of Statistics in 1997-98 conducted a survey of optometry and optical dispensing services,
 which did not break-down the costs of consulting from those of dispensing but gave results sufficiently similar to those of the Association surveys to give confidence in the validity of the earlier work.

High quality optometric services cannot be sustained by a subsidy from the sale of spectacles.  There are inefficiencies inherent in any cross subsidy.  Over time cross subsidies lead patients to providers that do not incur such inefficiencies — in this case, optical dispensing companies.  If there are cross subsidies built into optometry, consumers will tend to go to optometrists for a good quality professional service (which they are getting cheaper than is optimal, due to caps on optometrists fees) and then take their prescription to optical dispensing companies (which do not have to increase its prices to make up for lost income elsewhere).  High quality providers cannot survive in this climate.

Also, inadequate rebates and lower incomes provide a number of pressures on optometrists to maximise Medicare income by compromising on service and reducing the thoroughness of consultations.  A comparable situation existed in general medical practice in the 1980s and 1990s.  Strong competition and low rebates in general medical practice resulted in the rise of ‘six minute medicine’.  Practitioners were pressured to provide the minimum possible service to attract the highest possible Medicare payment (ie. the six minute consultation).  The result in general practice was lower quality care, higher rates of referral, diagnostic testing and prescribing, higher costs to the government and inconvenience and cost to patients.

The current Schedule enables the average optometrist to perform between two and two-and-a-half initial consultations per hour.  The hourly rate for consulting work under the Medicare Schedule therefore works out at between $97.90 and $122.38, given that almost all optometric attendances are direct-billed.  Eye Talk Reference Guide, an independent publication surveying the business aspects of optometric practice, recommends that optometrists when consulting outside of the Medicare system charge at the rate of $189.90 per hour.

The optometric program under Medicare would be unlikely to survive were it not for cross subsidies from the sale of spectacles.  Medicare benefits have never adequately reflected the cost of consulting in optometric practice and changes to the Schedule since the inception of optometric benefits have exacerbated the situation.  All changes to the structure of the optometric portion of the Medicare Schedule since 1975 have been to reduce expenditure on optometric consultations.

To list the changes:

August 1, 1987
Eligibility criteria for contact lens consultations (item 186) altered to remove ability of medical practitioners to recommend contact lenses.

Schedule fee for contact lens consultations (item 186) reduced by 50 per cent. The effect was to reduce the number of Medicare contact lens consultations by 20 per cent (10,571 services) in 1987-88 and expenditure on optometric contact lens items by 51 per cent ($4.4 million) in 1987-88.  Cumulative savings from the measure are in excess of $69 million to date.
Eligibility period for initial consultations (item 180) increased from 12 months to 24 months.  Growth in number of initial consultations substantially reduced over the following two years.

Transfer of consultations from item 180 to items 182/184 (second/subsequent consultations) with reduced benefits.

Growth in total benefits fell from 15 per cent to 6 per cent in 1987-88.

December 1, 1991
New contact lens items introduced with reinterpretation of eligibility for contact lens items introduced.  Benefits paid for contact lens items fell by 8.5 per cent ($420,000).

November 1, 1994
A short initial consultation item with reduced fee and benefit was introduced (item 10906).  The change resulted in savings to the Government of approximately $450,000 in the first year, increasing to $5.4 million in the 2001-02 financial year.

November 1, 1996
Schedule fees and benefits frozen for a year.  Benefit growth reduced by two-thirds in 1996-97 (9 per cent to 3 per cent).  The effect was to reduce the base from which optometric benefits were calculated in perpetuity.

November 1, 1997
Items 10905 and 10907 were introduced for initial consultations within 24 months of previous initial consultation with another optometrist.  Benefits paid for initial consultations fell by 4.2 per cent ($5.2 million) in 1997-98.  There are ongoing savings from reduced benefits for item 10907 (between $6.2 million and $7.4 million per year).

Eligibility criteria for contact lens consultations were altered to reduce utilisation.  Benefits paid for contact lens consultations fell by 22.7 per cent ($1.3 million) in 1997-98, and by a further 17.6 per cent ($0.7 million) in 1998-99.  Savings are ongoing.

While cuts have occurred, there have been no changes to the optometric Medicare Schedule to reflect the changes in the services provided by optometrists, the higher expertise required of optometrists and increases in the cost of service delivery, particularly in respect of the cost of instrumentation.  In 1975 the Common Form of Undertaking contained a Scope of Service statement that defined the services that were contained in a basic optometric consultation and for which benefits would be paid.  The statement, removed in 1997 because it no longer adequately covered the contents of a basic consultation read:

“The services coming within the scope of the optometrical consultation benefit arrangements are those services ordinarily rendered by the optometrist in relation to consultation on vision problems, including the taking of the patient’s case history; examination of the eyes and related structures to determine the presence of vision problems, eye manifestation of disease and other abnormalities; refraction; measurement of ocular motility and co-ordination, tonometry; the performance of further indicated tests; consultation procedures relating to prescription and adaptation of spectacle or contact lenses or other optical aids; and use of visual training regimen to preserve or restore maximum visual efficiency”.

The statement does not contain any reference to basic procedures and tests now standard to optometric practice including examination of the eye using dilating drops, examination of the eye using indirect ophthalmoscopy, slit lamp examination of the cornea, measurement of field using computerised perimeters, and techniques involving retinal photography and digital imaging.  It makes no mention of treatments other than prescription of lenses and visual training.

The cost of delivering the new services is high.  The equipment is expensive; the time taken to carry out the tests and procedures is long.  In some instances, costly consumables such as pharmaceuticals and photographic materials are involved.  There has never been a change to the optometric schedule that has been aimed at compensating optometrists for the increased time, expertise and capital expense of providing the community with higher quality and more accessible eye care.

Because optometrists are lower-cost providers of eye care, the advances in the service provided by optometrists have generated short-term gains for the Commonwealth and the community.  Optometrists have not shared in the productivity gains.  Optometry is providing the Government and community with more for less money.

The inequities of the Schedule may have the effect over time of discouraging optometrists from supplying the most appropriate, diligent and modern eye care, as inequities in the Schedule compromised general practice in the 1990s.  Optometrists believe that the Schedule is unfair and does not recognise the increased value of their work.  The sense of unfairness is demotivating and leads to a reluctance to provide additional service that would further add to the improvement in productivity in the eye care field and to flow-ons in related areas.  Without changes to the Medicare Benefits Schedule, the quality of eye care may fall over time.

Inadequate Indexation

Adjustment to optometric Schedule fees is made using an index known as WCI5 (Wage Cost Index 5).  The Department of Finance and Administration (DOFA) has chosen this index and calculates it for use in adjusting a variety of health fees including Medicare Schedule fees for optometry and medicine.  DOFA is not forthcoming about how the WCI5 is calculated and the reasons behind its use in the first place.  All that is disclosed is that the WCI5 is a weighted index of some measure of the Consumer Price Index (CPI) and the safety net wage adjustment.

Three points should be made:

· The weightings are not disclosed and Government calculations must be accepted without question;

· The CPI measure used to be the Treasury underlying rate, which was a partial measure of the headline CPI abstracting from factors such as oil prices.  The Australian Bureau of Statistics no longer publishes the underlying rate so it is not known whether another agency (Treasury or Finance) calculates the rate or if another CPI measure is used;

· The safety net wage adjustment is a far lower figure than that seen for the Australian Bureau of Statistics WCI, or the alternative measures of earnings such as survey based Average Weekly earnings or Average Weekly Overtime Earnings, or the National Accounts derived measure of Average Weekly Earnings.

Optometric fee adjustments have fallen well behind inflation because of the use of this index.  Movements in the underlying rate of inflation have consistently been lower than the costs incurred by optometrists and safety net wage adjustments have been lower than salary increases encountered in optometric practice.

General medical practice, in comparison, has been able to break down the WCI5 barrier because of the political sensitivity to any fall in the bulk-billing rate.  The Government has introduced the blended payments system and has any number of programs to top up GP funding outside the framework of the MBS.

Productivity gains for the community have been at the expense of optometrists

The community has come to expect a great deal more from optometrists since 1975 when optometric benefits were introduced into Medicare.  In 1975 attendances with optometrists were overwhelmingly for the prescription of spectacles.  Today the community expects optometrists to play a public health role, to diagnose and treat diseases of the eye, and to treat complex vision problems. 

Changes in practice reflect the greater expectations.  Referral to medical practitioners for care used to follow detection of abnormalities; now it follows a diagnosis of disease.  Indemnity insurance claims nowadays are rarely spectacle related and concern the diagnosis and treatment of ocular diseases.  Drugs are now extensively used in the examination of the eye and optometrists in some States of Australia now prescribe drugs for the treatment of eye diseases.

Complex and expensive instrumentation has been introduced into optometric practices to help in the diagnosis of ocular disease.  Slit lamp biomicroscopes used to examine the surface of the eye were rare in 1975.  It is now an essential piece of equipment.  Tonometers used in the detection of glaucoma were uncommon when optometric benefits first appeared and now they are used daily by every optometrist.  Binocular indirect ophthalmoscopes to give a view of the internal eye were non-existent in optometric practice in 1975, now it is common.  Equipment to perform digital imaging, corneal topography did not exist when optometric benefits were introduced.  Employment of techniques such as gonioscopy was unusual.  Computerised perimeters used in the diagnosis of glaucoma (cost over $25,000) are found in approximately half of all optometric practices and the ownership rate is growing rapidly.

In 1975 undergraduate courses in optometry were of 3 or 4 year duration.  They are now all moving to 5 year programs.

All these techniques have increased the duration and the complexity of the optometric consultation.  All require greater expertise.  All require expensive instrumentation.

The demographics of optometric patients have changed.  More elderly patients and more children are seen.  The elderly and the young require more time and attention.

The community has received significant benefits from the widening role that optometrists play but there have been no changes to the optometric Schedule since 1975 to compensate optometrists for the added expertise and training they receive, the lengthening consultation times or the huge increase in the cost of instrumentation that they now incur.  To add, the Medicare arrangements do not permit them to recoup costs by charging in excess of the Schedule fee as medical practitioners may.  The community now receives more from optometric attendance than it did for the same money in real terms.  Optometrists are doing more at higher cost to themselves but receive nothing extra for it.

The current bulk-billing rates may not be sustainable without changes being made to optometric consultation fees or the Medicare arrangements.

Recommendations

If optometric bulk-billing rates are not to fall there must be changes to the optometric arrangements:

· Schedule fees for existing services must be increased to provide realistic remuneration to recognise the increased complexity of the services delivered by optometrists and the cost of delivering these new services.
· A new index that is a more realistic indicator of rising costs of conducting optometric practice should be introduced to adjust optometric Schedule fees.

· Optometrists should be able to charge above the Schedule fee for premium or complex services.

· New items must be added to the optometric Schedule to pay benefits for the new high-cost services that have become part of optometric practice in recent years.

�	Australian Bureau of Statistics 1997-98. Optometry and Optical Dispensing Services Publication No 8553.0.


�	Eye Talk Reference Guide Jan 2003 p49.


�	Common Form of Undertaking Signed by Participating Optometrists. Commonwealth Department of Health and Family Services. 1996 Canberra.
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