TASMANIAN GOVERNMENT SUBMISSION TO THE SENATE SELECT COMMITTEE INQUIRY INTO THE ACCESSIBILITY AND AFFORDABILITY OF GENERAL PRACTICE UNDER MEDICARE

General Comments

Improvements to Medicare, through the ‘A Fairer Medicare – Better Access, More Affordable’ package, recently announced by the Prime Minister allocate new spending of $917 million over five years to make Medicare services more affordable and accessible for individuals and families.  

The main features of the Medicare reform package include financial incentives to General Practitioners (GPs) that provide services at no cost to concession cardholders, a safety net for high users of medical services and enabling gap cover through private health insurance.   

The package also includes 150 new trainee GPs for rural and non-metropolitan areas, 234 bonded medical school places, and an additional 574 nursing places at universities. 

The Tasmanian Government welcomes the Senate Select Committee Inquiry into Medicare but considers that the issue of access to and affordability of general practice under Medicare, should be examined from the broad perspective of Australia’s total health care services, rather than a narrow focus on the precise Terms of Reference.

From that broader perspective, it is difficult to see how the Commonwealth Government’s proposals to selectively increase support for some Medicare services at the expense of public hospital funding can make any significant improvement to the health and wellbeing of Australians.

On the other hand, it can be readily demonstrated that the proposals:

· will fail to restore bulk billing levels that have fallen dramatically in recent years;

· create a two-tier system rather than support universal Medicare coverage;

· impact adversely on the working poor, with particular impacts on regional areas that have a comparatively low socio-economic profile, such as Tasmania;

· fail to address the ineffectiveness of the Private Health Insurance rebate;

· fail to provide the increased direct support needed to attract GPs to rural and regional areas;

· fail to address the inflexibility of definitions of outer metropolitan, rural and remote services that have disadvantaged Tasmanian centres such as New Norfolk and the West Coast; and

· fail to address the need for Commonwealth Government funding for oral health services.
It is clear from the 2003-04 Budget that the new Medicare package has                  effectively been funded by shifting resources previously allocated for                                           public hospitals. The Medicare package is costed at $917 million over five years.                                    At the same time, the Commonwealth’s funding offer for public hospitals through the Australian Health Care Agreements (AHCAs) has been reduced by $918 million over the next four years compared to the forward estimates based on the roll over of the current 1998 to 2003 AHCA. Under the new Commonwealth AHCA offer, the indexation provisions have been significantly reduced.  It would appear that this has been done to achieve the budget saving that the Commonwealth has used to fund the Medicare package.

The reduction in the Commonwealth’s support for the AHCA has occurred at a time when public hospitals are under immense pressure due to the ageing of the population and the Commonwealth’s failure to provide adequately for aged care beds and other demand pressures including the presentation of GP-type patients to public hospital emergency departments.  Despite the new intergovernmental financial arrangements introduced with the GST, the Commonwealth revenue base is growing much more rapidly than that of the States and Territories.  As a result, the Commonwealth has a responsibility to ensure that States are adequately resourced to provide free public hospital care.  The Medicare Package and the AHCA offer suggest that the Commonwealth is significantly diluting its long-standing and accepted obligation in this regard.

Tasmania is of the view that the resources set aside for the Medicare package would be far better spent by funding public hospitals rather than financing a program that will not achieve its aim of preventing a further decline in bulk billing.  

The Commonwealth package fundamentally alters Medicare by effectively converting it to a safety net package rather than a universal health care program.  It can be argued that it is a major step towards the creation of a two-tier system with a safety net for health care cardholders through Medicare, the private system for those who can afford it and an under funded public system for those who cannot. States and Territories will carry the burden of extra demand on public hospitals, which provide services free of charge to all eligible persons who wish to receive them including privately insured patients who choose not to register as a private patient.  Under the Medicare Package, there will be even stronger incentives for people requiring GP-type services to present for treatment at public hospitals.  

The pressure placed on public hospitals as a result of the inadequacies of the Commonwealth’s health policy is further compounded by the failure of the Commonwealth’s aged care policies.  Not enough aged care beds are available to cope with the demands of an ageing population.

In practical terms this means that a significant number of hospital beds across the country are occupied by people who are in hospital only because there are no aged care beds available.  In Tasmania’s case, the latest available figures show that this month we have 79 hospital beds occupied by people waiting placements in residential aged care facilities.

Tasmania is concerned that the Commonwealth’s failure to adequately address the failures of its primary care and aged care systems together with a reduced commitment to the AHCA will impact severely on the sustainability of public hospitals.  

Comments on Terms of Reference

With regard to the Inquiry’s Terms of Reference, Tasmania makes the following comments:

The access to and affordability of general practice under Medicare, with particular regard to:

(a) the impact of the current rate of the Medicare Benefits Schedule and Practice Incentive Payments on practitioner incomes and the viability of bulk billing practices.

The current rebate at $25.05 is only just over half the Australian Medical Association recommended fee and has not kept pace with inflation since its introduction.  It is therefore not surprising that many GPs consider this payment inadequate and no longer offer bulk billing services.  

The proportion of Medicare services bulk billed varies between each State and Territory. In 2001/02 the rate of bulk billing remained above 70 per cent in both New South Wales and the Northern Territory.  For the same period in Tasmania, however, less than 60 per cent of Medicare services were bulk billed.  Tasmania experienced the second lowest rate of GP bulk billing (after the ACT) at 58.5 %.  The national average is 74.9%.  

Tasmania also had the third lowest level of scheduled fee observance in 2001/02 (after the ACT and the NT) at 68.5% compared with a national average of 78.5%.  The low rates of bulk billing and schedule fee observance indicate that a less affordable general practice already exists in Tasmania and that therefore Tasmanians already contribute a greater amount towards their own health care than most other Australians.  

At the same time as having one of the lowest rates of bulk billing in the nation, Tasmania also has the lowest socio-economic indicators of all States. Since the decline in bulk billing impacts most on the medical care available to those least able to afford an up front fee, the impact upon patients in Tasmania has been particularly strong, with medical services provided by GPs now unaffordable for some patients. 

GPs have also raised concerns over the high administrative and compliance costs associated with Practice Incentive Payments, Vocational Registration and Enhanced Primary Care Payments, with costs of 38.6%, 15.0% and 53.9% of total funding received respectively (Productivity Commission Report on General Practice Administrative and Compliance Costs, 31 March 2003).  The high administrative and compliance costs have led to a relatively low take up rate for such programs as Enhanced Primary Care.  

(b) the impact of general practitioner shortages on patients’ ability to access appropriate care in a timely manner.

Tasmania like other States has experienced difficulties in attracting GPs, both to rural areas and in large regional metropolitan centres (i.e. Launceston).  Tasmania has a relatively high number of rural practices occupied by overseas trained doctors with limited registration, due to the unavailability of local graduates to fill these positions.

The fact that there are many GP practices in Tasmania that have closed their books to new patients indicates that timely access to GP services is an issue in the State.  This situation is likely to be compounded by the new medical indemnity arrangements applying from 1 July 2003 as many GPs have indicated that they will opt for early retirement rather than join the new Scheme and be forced to purchase run off insurance for a number of years post retirement.

(c) the likely impact on access, affordability and quality services for individuals, in the short and longer-term, of the following Government announced proposals:

(i)
incentives for free care from general practitioners limited to health care cardholders or those beneath an income threshold;

(ii)
a change to bulk-billing arrangements to allow patient co-payment at point of services co-incidental with direct rebate reimbursement;

(iii)
a new safety net for concession cardholders only and its interaction with existing safety nets; and

(iv) private health insurance for out-of-hospital out-of-pocket medical expenses. 

The new incentive payments to GPs may be too low to ensure bulk billing services continue to be offered into the future.  Local medical organisations have expressed the view that the Medicare package will not achieve its aim of preventing a further decline in bulk billing.  Payments amount to only an extra dollar per consultation for GPs in urban practices, rising to $2.95 for other metropolitan areas, $5.30 in rural centres and $6.30 in other rural and remote areas.  Particularly in metropolitan areas, $1 per patient attendance is unlikely to be a sufficient incentive to bulk bill.

Tasmania is also likely to be disadvantaged due to the national definitions for ‘rural’ and ‘remote’ which do not classify areas such as Tasmania’s West Coast as remote.

These reforms are therefore unlikely to relieve the increased burden on public hospital accident and emergency departments - caused by patients seeking primary care at public hospitals rather than paying to see a GP.  

The fact that patients will only need to cover the gap between the doctor’s fee and the Medicare benefit may encourage GPs to increase their fees, as there is nothing in the Medicare Package which addresses the failure of the Medicare Benefit Schedule (MBS) rebate to keep up with the Australian Medical Association recommended fee.  The MBS rebate has not kept pace with the Consumer Price Index and it can be expected that higher fees to non-concession cardholders may result if GPs are to agree to bulk bill all those with concession cards.  Also, this reform only applies to those GPs who agree to bulk bill concession cardholders, so if the take up of bulk billing is low then only a small minority will benefit from these arrangements.

The new measures may disadvantage the working poor in particular as they could well be faced with an increased gap but have little ability to meet the higher costs of health care.  It can be expected that these people will either not seek required care as it is unaffordable or they will access care through already overworked public hospital emergency departments.

The Medicare safety net to protect cardholders from high out of pocket non-hospital medical costs creates a two-tier system with a safety net for cardholders but no support for other patients unless they have private health insurance.  

There will be an extra cost to consumers if they wish to purchase safety net private health insurance cover.  The Commonwealth has estimated the cost of this cover at $1 per week, but the real cost could be higher and will not be known until health funds release details of their products.

It is a particular issue for Tasmania where wage levels are lower than the national average, resulting in more people being unable to afford the cost of this private health insurance product.

(d) alternatives in the Australian context that could improve the Medicare principles of access and affordability, within an economically sustainable system of primary care, in particular:

(i) whether the extension of federal funding to allied and dental health services could provide a more cost-effective health care system.

There is potential for improving access and affordability if allied health and dental care was covered at least to some degree through Medicare.  A redirection of the private insurance rebate could be one way to fund this.  This could create a system that improves access to a more diverse workforce and reduces the pressure on GPs. 

The Commonwealth withdrew Dental Scheme funds from the States in 1996 resulting in a loss to Tasmania of over $3 million per year Since that time the State has had to reconfigure service delivery and reassess priorities in order to maintain a dental service to eligible adults and children.  It has been necessary to redirect funds from the children’s service to enable the adult service to continue.  Dentists who had been funded through the Commonwealth Dental Scheme were unable to have their contracts renewed, and the workforce has continued to dwindle to the current level of 9.5 FTE. The Oral Health Service has 14.8 FTE dentists, but it has proved extremely difficult to recruit and retain staff. 

As the other States were also going through similar processes, but in many instances had a greater funding base from which to draw to replace the Commonwealth dollars, competition for staff amongst the States has further depleted the capacity to recruit and retain staff in Tasmania.  

Tasmania’s relative isolation and its inability to offer dental training have also proven to be barriers to recruitment. 

The waiting lists which were introduced during the Commonwealth Dental Scheme have now increased to the point where adult patients have little opportunity to receive general care.  The adult service provides an emergency service for the most part, and despite the prioritising of service delivery, there are many patients who are unable to access the service in a timely manner.

The State is not able to offer specific and appropriate services from within a hospital setting and many of the patients seen in the community setting are placed at significant risk of complications because of the lack of access to the hospital system.               Patients with significant co-morbidities such as drug and alcohol conditions, mental health issues, cardiovascular disease or cancers, who in other States would receive their dental care in the hospital setting are unable to obtain any treatment at all, seriously reducing their possibility of a positive prognosis. 

(ii) the implications of reallocating expenditure from changes to the private health insurance rebate.

In Tasmania’s view the private health insurance rebate is not the most effective use of taxpayer funds.  The purported goal of this policy is to relieve pressure on the public hospital system. This has not been achieved.  There have been no significant reductions in waiting lists for elective surgery and the pressure on public hospitals continues to grow.  While demand has increased in the private sector, there has been no reduction in demand on the public sector.  The effect of the increased uptake in private health insurance has therefore been to stimulate additional demand for private hospital services.   It should also be noted in this context that the AHCA precludes recovery from the insurers of privately insured patients in public hospitals who do not elect to be admitted as private patients.  

As observed in the report by Professor John Deeble, “The Private Health Insurance Rebate” (January 2003), the rebate has only made a small contribution to the increased uptake in private health insurance as the majority of the increase was due to the introduction of lifetime health cover. The rebate would be far better spent on public hospitals or to boost MBS payments to GPs.  

(iii)
alternative remuneration models that would satisfy medical practitioners but would not compromise the principle of universality which underlies Medicare.

The Commonwealth package does not address the central issue which is that the Medicare rebate is too low.  If the rebate was increased sufficiently almost all doctors would bulk bill.  
In addition, the issue of general practice as a key, but not exclusive, element of primary health care warrants a broader policy approach than just price signals.

In particular, we need to understand why people see GPs, to ensure that the range of skills and aptitudes match what is required by the patient, and that GP care is in fact needed.

Working life decisions of young doctors are being influenced by much more than income alone, and a holistic approach is required to resolve the primary health care needs of the Australian population.
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