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EXECUTIVE SUMMARY

In broad terms, Medicare is a “universally funded and immensely accessible system”: supported by the principle that “you pay according to your income, by tax and levy, when you are well and receive all necessary care when you are ill with no need for further outlays”  (“Medicare and its Discontents” Stephen Leeder & Ed Webber, Healthcover, April/May 2003).

Ignoring, for the purposes of this submission, access to pharmaceuticals, Medicare operates through guaranteeing universal access to a free public hospital system and to primary care in the community. 

The proposed Commonwealth reforms to bulk billing will dilute this universal access and shift the burden of guaranteeing affordable and accessible care from the Commonwealth funded primary health care sector to public hospital emergency departments.  The reforms continue the Commonwealth government’s incremental privatisation of health financing.  The Commonwealth government has built up the role of private health insurance in providing access to acute care services and now, gap payments for GPs under its Fairer Medicare proposal.

If the Commonwealth government’s bid to implement the Fairer Medicare proposal succeeds, access to affordable, appropriate and quality health care will no longer be something that all Australians can expect to receive; health care will be accessible only to those who have the ability to pay for it.  Health services in Australia will be delivered through a two-tiered system. 

The Commonwealth government’s move towards privatising the health system should be challenged through a public inquiry into private health insurance and the health care system.  This is supported by the National Health Care Reform Alliance of medical and consumer representatives that has outlined plans to hold a Health Summit in the coming months to allow open and frank debate on the future of health financing and delivery in Australia

Several dimensions of general practice are suffering from market failure including:

· Distortion in demand and supply.  For example there is relative undersupply in GPs in some areas with a relative oversupply in other areas.

· Current pricing structure, underpinned by insufficient remuneration through Medicare, increasing co-payments and cash at consultation arrangements, results in a shift in demand from the community to “free” public hospital services.

· GP income is not maintaining pace with increases in practice costs.

Commonwealth proposals will not address these issues.  Instead, the proposals will further distort whatever pricing signals are available to the health sector.

Australian Health Ministers through their national reform agenda have argued that it is essential to bring the Commonwealth and state/territory health systems together for long-term sustainability of Medicare.  This is particularly evident in the area of general practice and primary health care, and was identified as a necessary strategy by the Senate Community Affairs Inquiry into Public Hospital Funding in 2000.

In summary the existing situation is this:

· Bulk-billing is at a historical low with only 68.5% of general practice (GP) services bulk- billed nationally.

· Over the last 10 years increases in the MBS rebate have been significantly below the CPI and have not covered the costs of general practice.

· The lack of viability of general practice has forced practice closures, the movement of practices to wealthier, urbanised areas, and corporatisation of practices.  

· The average co-payment for a GP visit is now $12.61 per visit, “cash at time of consultation” arrangements are increasing, home visits have dropped by 40% in the past 10 years, access to after hours GP services has decreased by 29% since 1993/94.

· There is a maldistribution of general practitioners -  a relative undersupply of GPs in rural, remote and outer metropolitan areas and a relative oversupply in capital cities.

Consequences of the current situation are:

· There is decreased community access to GP services and increased out of pocket costs for people when they go to see a doctor.
· Lack of access to primary medical care often results in increased hospital costs, adverse patient outcomes and need for higher than average lengths of stay in hospital “with patients presenting (to hospitals) in crisis and with greater complications than would otherwise have been the case when they finally access the health system” Commonwealth Department of Health and Aged Care, 2001

· Lack of access to affordable GP services means that patients are also increasingly seeking attention from public hospital emergency departments for GP type care.  It is estimated that this will cost the public hospital system $1.9 billion over the next five years.

· States and territories are forced to cover the cost of providing GP type services in public hospital emergency departments with no additional funding, as the Commonwealth government consistently fails to meet its obligations in funding primary health care.

· There are increasingly significant differences between regions in the community’s access to Medicare funds because of differences in access to primary medical services.  In NSW, in towns without bulk-billing GPs, people use their public hospital emergency departments at a rate of around 60% more than those towns where GPs do bulk bill.

· The Commonwealth has consistently ignored and failed to commit to reform of the acute (emergency department) / primary(general practice) health care interface.  

The proposed reforms:

· Are to be funded by decreasing the expected allocation to public hospitals under the Australian Health Care Agreement by $918 million (as shown in Commonwealth 2003/04 Budget Papers).

· Do not provide adequate incentives to GPs to bulk bill.  The $333.3 million (real allocation to the incentive program) when spread across all GP attendances results in an average payment increase of $1.04 per visit or an average growth of 1.2% per year.  This is well short of expected practice cost increases and significantly less than the CPI which is predicted to increase by 3.25% per year.

· Are unlikely to be taken up by the majority of general practitioners as evidenced by recent surveys.

· In the short-term will exhibit a false success,  as patients will have less initial direct out-of pocket expenses (that is, a co-payment rather than a co-payment plus payment of the Medicare fee that they would later claim back).  However, in the medium term, consumers will experience a shift to out-of-pocket costs of around $400 million per year in NSW, because of the uncapped co-payment system.

· Directly undermine the principles of Medicare as the uncapped co-payment will effectively create a two-tiered health system, one of choice and access for those who can afford it and a separate system with limited choice and access for those who cannot afford to pay.

· Will mean that the only guarantee of free and accessible care will be public hospital emergency departments.

· Create 4 safety net arrangements that are once again contingent upon people’s ability to pay – the existing safety net, a new safety net for concession card holders, a safety net for those with private health insurance and the safety net of the free public hospital emergency department.

The following strategies will address these issues in a more effective way:

· Return the $918 million back to the public hospital system and immediately extend the MBS to public hospital settings to cover the treatment of GP type services delivered in public hospital emergency departments
· Extend private health insurance coverage to non-admitted patients and cover the type of services provided rather than the location of services
· Develop flexible funding and organisational arrangements for emergency departments and hospital based primary health care.  A good example of this is the NSW model for integrated, regional health service management, HEALTHshare.  Key aspects include the ability to plan and deliver health services for the entire population of a region, supported by funding arrangements which can involve nominal, or real, funds pooling and a governance structure consisting of all stakeholders that is responsive to local needs. 

· Immediately increase payments to general practitioners so that payments are in line with increases in inflation experienced over the last decade.  This could be funded by an increase in the Medicare levy – surveys indicate substantial community support for increasing the levy to secure Medicare into the future. 

· Provide incentives for people to utilise alternative service providers, such as private hospital emergency departments

· Provide worthwhile incentives for doctors to operate bulk-billing practices in under serviced areas.  For example, provide practice infrastructure.

· Investigate long term needs of GP workforce taking into account things such as the feminisation of the GP workforce and changing practice expectations of GPs
· Include a utilisation growth factor for non-admitted activity in the Australian Health Care Agreement.
· Conduct a national commission of inquiry into funding arrangements and the structure of health care financing to investigate the efficiency, effectiveness and efficacy of private health insurance investment compared to investment in Medicare.  

TERM OF REFERENCE 1: ACCESS TO AND AFFORDABILITY OF GENERAL PRACTICE UNDER MEDICARE WITH PARTICULAR REGARD TO 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

Medicare Benefits Schedule

The Commonwealth has not increased the Medicare Rebate in line with rises in inflation and other costs. 

· Between 1992 and 2001 the:

· CPI rose by 23%

· MBS rebate for standard GP consultations rose by 15%.

· MBS rebate for more complex consultations rose by 20%

The increase in the MBS rebates is considerably lower (3 and 8 percentage points) than the increase in the CPI.  The graph below shows the change in the level of the Medicare rebate versus the change in the CPI. 
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In the context of rising costs of  health and practice costs generally, even indexation to the CPI is inadequate to ensure the viability of some general practices.  The 1995 Relative Value Study attempted to identify general practice costs.  The study found that the rate of reimbursement through the MBS was hugely inadequate in covering the costs of general practice.

The relatively low indexation (when compared with the CPI and other costs) of the rebate has adversely influenced the viability of general practice causing bulk billing rates to fall to an all time low.

Medicare statistics for the March 2003 quarter show that now only 68.5% of GP services are bulk billed nationally – the lowest level since 1989/90 and the decline is continuing.  There has been a 6% drop compared to March 2002, which represents a decrease of around 5 million bulk billed services over the March 2002 to March 2003 period.

In the absence of any effective reform, bulk billing levels are expected to continue to decline.  

Information provided to a recent Senate Community Affairs Legislation Committee on bulk billing shows rates declining in regional centres, from December 2002 to March 2003.  NSW Health emergency department statistics for a similar period (February to May 2003) show increasing usage of public hospital emergency departments in the affected areas.  The following table shows data from several other regions in NSW
	Federal Electorate
	Bulk billing rate December 2002
	Bulk billing rate March 2003
	Decline in 3 mths (% points)
	AHS
	Hospitals
	Emergency department presentations February 2003
	Emergency department presentations May 2003
	Increase in attendances over 4 months
	% Increase in attendances over 4 mths

	Lyne
	63.0%
	58.6%
	4.4
	MNCAHS
	Coffs Harbour
	                2,129 
	              2,342 
	                213 
	10%

	 
	 
	
	 
	
	Port Macquarie
	                1,458 
	              1,650 
	                192 
	13%

	Newcastle
	67.0%
	62.9%
	4.1
	HAHS
	John Hunter
	                3,589 
	              3,925 
	                336 
	9%

	 
	 
	
	 
	
	Newcastle Mater
	                1,821 
	              1,850 
	                  29 
	2%

	Dobell
	59.1%
	56.1%
	3.0
	CCAHS
	Gosford District 
	                3,415 
	              3,733 
	                318 
	9%

	 
	 
	
	 
	
	Wyong 
	                2,896 
	              3,077 
	                181 
	6%

	Richmond
	67.5%
	65.1%
	2.4
	NRAHS
	Tweed Heads
	                2,676 
	              2,907 
	                231 
	9%

	 
	 
	 
	 
	 
	Lismore Base
	                1,778 
	              1,991 
	                213 
	12%


A recent survey of 2,000 NSW GPs showed that: 

· While 95% of NSW GPs bulk bill to some extent, only 40% of GPs bulk-bill all patients.

· 81% of GPs who currently provide some bulk billing cite the low level of the current Medicare rebate as the reason they will reduce the number of people that they offer this service to.

· Of the 5% of GPs who do not bulk bill anyone at present, 74% stated an insufficient Medicare rebate as the main reason why they do not bulk bill.

· 80% of these doctors felt that the Medicare fee level for GP services was inadequate to maintain a viable practice and continue to provide quality services.

· By July 2003, only 22% of GPs in NSW will be bulk billing all their patients, 48% will provide this service to some patients only (normally pensioners and card holders) while 12% will offer no bulk billing whatsoever. 

The lack of viability of general practice has decreased the affordability of and access to general practice.

· Medicare statistics for March 2003 show that the average out of pocket patient contribution is $12.61 per visit to the general practitioner.

· “Cash before consultation” arrangements are increasing.  The recommended AMA up front payment is now $48.50.

· In some rural areas the rate of bulk billing is as low as 41%.

· Home visits by GPs have dropped by over 40% in the past ten years.  In 1993 there were about 1 million home visits by GPs.  In NSW in the last twelve months (April 2002 to March 2003) that number has dropped to about 594,000.

· Ten years ago home visits were largely a bulk billed service with no out of pocket costs for patients and their families.  With the dramatic decrease in bulk billing, patients can now pay on average up to $40 in out of pocket expenses per attendance.

· Access to after hours GP services has decreased.  In the last twelve months (April 2002-March 2003) 607,393 MBS after hours services were delivered.  This is a 29% decrease compared to 1993/94 (38% in NSW), and an 18% decrease compared to 1996/97 (28% in NSW).

· Analysis by Professor John Deeble shows that an increase of $6 on the current Medicare rebate (that is, the amount received when bulk billing) would restore the fee level to its real value at the beginning of Medicare.  It would give the average full time bulk billing GP an annual increase of about $37,000 or 36%.

· Professor Deeble also states that if bulk billing levels returned to 80% then the cost to the Commonwealth would be in the order of $500 million per year.  As the Commonwealth’s current proposal would cost them an extra $140, the net cost of increasing rebate levels by $6 would be around $360 million per year.

· This amount equates to less than 5% of Medicare’s total payout this year and is at least $200 million less than the Commonwealth will pay under the private health insurance rebate for ancillary cover alone.  

Practice Incentive Payments

The decline in bulk billing rates has occurred despite most of the Commonwealth’s incentive programs having been in existence for a number of years.  This suggests that the expenditure of these funds is not effectively supplementing GPs incomes so that GPs have an incentive to increase bulk billing rates and charge less co-payments. 

The Commonwealth’s expenditure of $538.5 million on Practice Incentive programs from 1999/2000 to 2001-02 has made no difference to the decline in bulk billing rates; rates have been steadily falling over these three years. 

The March 2003 Productivity Commission report “General Practice Administrative and Compliance Costs” 
pointed to an increase in the administrative burden on general practitioners because of Commonwealth incentives schemes, including the Practice Incentive Program.  The Commission found that in 2001/02 (using base case assumptions):

1. The estimated administrative costs for general practitioners and general practice resulting from Commonwealth policies and programs were about $228 million or 5% or GPs estimated total income

2. Nearly 39% or $75 million of the $193 million outlay on the Practice Incentive Payments (PIP) were accounted for by administration and compliance costs

Practice incentive schemes are useful if they enhance the quality of general practice services.  However if the level of compliance costs is so high as to create disincentives then the efficacy of the schemes becomes questionable, especially in the context of the viability of general practice.  

TERM OF REFERENCE 2: ACCESS TO AND AFFORDABILITY OF GENERAL PRACTICE UNDER MEDICARE WITH PARTICULAR REGARD TO THE IMPACT OF GENERAL PRACTITIONER SHORTAGES ON PATIENTS’ ABILITY TO ACCESS APPROPRIATE CARE IN A TIMELY MANNER

Despite Australia’s population growth the number of general practitioners is declining.  Between 1996/97 and 2000/01 the number of general practitioners has decreased by nearly 3%.  (AIHW, Australia’s Health 2002).

There is also a maldistribution of GPs across Australia.  The following table, based on data from the AIHW (Australia’s Health 2002), shows the dispersion of the population by geographic location and by numbers of primary care practitioners.

	1999 AIHW
	Capital City
	Other metropolitan centre
	Large rural centre
	Small rural centre
	Other rural area
	Remote centres and areas

	Percent of population residing in
	63.90%
	7.60%
	6.00%
	6.50%
	13.20%
	2.70%

	Percent of primary medical practitioners
	70.18%
	7.19%
	5.62%
	5.58%
	9.36%
	2.07%


The table shows that despite the fact that around 28% of the population live in rural and remote areas only approximately 23% of General Practitioners are located in these areas.  This compares to a relative over supply in capital cities (63.9% of the population and 70.18% of General Practitioners).

The Commonwealth’s Department of Health and Aged Care, Occasional Paper 13 “Health Services in the City and Bush: Measures of Access and Use derived from Linked Administrative Data” 2001 found that:

“there are decreases in rates of MBS service use and corresponding increases in hospital cost and average length of stay in hospital as location becomes more remote from services.  The results are consistent with the view that more and longer hospitalisations may well be the consequence of reduced access to GP services – with patients presenting in crisis and with greater complications than would otherwise have been the case when they finally access the health system (by being admitted to hospital)”

Similarly, Humphreys et al 1997 found that inaccessibility of general practitioners remains the greatest source of (health) disadvantage for most rural residents.

Generally higher levels of mortality, disease incidence hospitalisation and health risk factors experienced in rural and remote areas are worsened by the fact that  rural and remote areas of Australia are significantly disadvantaged in terms of access to general practitioner services.  Effects of this include:

· Increased pressure on Emergency Departments arising from prohibitive co-payments, lack of GPs and lack of after hour services
· Potential for increased (and in some case inappropriate) hospitalisation due to lack of easy access to general practice preventative and after care services.  

· Increases in hospital cost and average length of stay in hospital as location becomes more remote from services.  This suggests that more and longer hospitalisations may be partially the consequence of reduced access to GP services – with patients presenting in crisis and with greater complications than would otherwise have been the case if they had accessed the health system earlier

· This situation is compounded by the lack of bulk-billing GPs and after hours GP services outside of metropolitan areas.  For instance, the co-payment required acts as a disincentive to access Commonwealth funded MBS services in rural areas that often have a relatively low socio-economic status.

Patients are increasingly seeking attention from public hospital emergency departments as the affordability of and access to more appropriate GP services declines in NSW

The decrease in access to and affordability of general practice has meant that increasingly people are seeking services at public hospital emergency departments.  The following graph shows that between 1999/00 and 2001/02 the bulk billing rate in NSW declined and the level of emergency department activity
 increased.
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The next graph shows the increase in emergency department attendances between 1999/2000 and 2001/2002.
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The most significant impact on emergency departments has been Triage Categories 4 and 5 attendances
.  These are patients with conditions most similar to GP attendances. 

In July 2002 less than 25% of the increases in emergency department attendances resulted in admission to a ward, intensive care unit or operating theatre.  This indicates a substantial number of patients are attending emergency departments for less severe conditions and for services that are generally in the domain of general practice.

For instance, the following graphs show that in 2001/2002, 15,708 people presented to NSW emergency departments for the issue of medical certificates and repeat prescriptions, an increase of 14.4% over 1999/00.  That means 43 people per day present to public hospital emergency departments for services that GPs can most appropriately provide.
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The next graph shows that presentations at emergency departments for tonsillitis have also increased dramatically in this two-year period.  A general practitioner would normally treat tonsillitis unless surgery was warranted, and in that case surgery would be booked and generally the patient would not present through the emergency department.  In 2001/02 there were 6,077 emergency department presentations for tonsillitis, an increase of 1,007 or nearly 20% over 1999/00.
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There is a significant difference between towns with routine access to bulk billed GP services and those without in the use of public hospital emergency departments.

Across rural NSW, there are at least 59 towns where GPs don’t bulk bill.  NSW research shows that in towns where GPs don’t bulk bill, people use public hospital emergency departments at a rate of around 60% more than those towns where GPs do bulk bill.  For example, in one town where bulk-billing is available, people visit the local hospital emergency department less than once very year.  In another town, where GPs do not bulk bill, people visit their local hospital emergency department four times as often.

There is considerable difference between areas in the incidence of bulk billing:

· Bulk-billing of at least some patients across the state varies from 81% in one area to 99% in another; and

· Bulk billing of all patients ranges from 77% in one area to as low as 9% in another 

Over the 1999/00 to 2001/02 period increases in Triage 4 and 5 presentations have occurred in both metropolitan and rural areas with increases ranging from 3% to as high as 30%.  These increases are higher than the average raw population growth for these areas of approximately 2% over this period.

There has been an increase in the number of nursing home patients using emergency departments

There has been a 25% increase in the number of nursing home patients being treated in public hospital emergency departments between 1998 and 2001.  Although there are several reasons attributed to unnecessary attendances and admissions, in relation to GP services these may be caused by:

· Lack of 24 hour GP services

· GPs not attending patients in residential care who require straightforward procedures.  Linked to this is the issue of financial disincentives under the MBS for doctors to attend multiple patients in a residential care setting

It is reasonable to assume, given the 25% increase over the last 3 years, that a proportion of these services do not necessarily require treatment in an emergency department but could be more appropriately managed by general practitioners in the community.  For example urinary tract infections, change of catheters and minor respiratory tract infections.

From 1997/98 to 2000/2001 there has also been a 19% increase in the number of patients in nursing homes requiring nursing home leave days for admission to hospital in NSW.  
Avoidable admissions to hospital not only place additional demands on the acute system, but may also trigger a deterioration in patient health, wellbeing and confidence as well as jeopardising return to a community setting.

There is a financial impact on states and territories

Indexation for population growth under the Australian Health Care Agreement relating to funding for outpatient services provides for an increase of approximately 2.12% for 2000/01 and 2001/02.  There is no utilisation growth factor applied to non inpatient activity under the Agreement.

The increase in emergency department activity has been 6.2% over the same period resulting in an increasing cost burden being borne by the state.  This means that there has been around an extra 56,000 unfunded Emergency Department Services provided by the state from 1999/00 to 2001/02. 

The cost of providing GP-type services in emergency departments is estimated to have been around $1 billion since 1999/2000.  If this continues at the current rate the unfunded cost to states and territories over the next five years is estimated at $1.9 billion.  This means that $1.9 billion has to be redirected from essential core acute services to fund GP-type services within the hospital.

TERM OF REFERENCE 3: THE LIKELY IMPACT ON ACCESS, AFFORDABILITY AND QUALITY SERVICES FOR INDIVIDUALS, IN THE SHORT-AND LONGER-TERM, OF THE FOLLOWING GOVERNMENT-ANNOUNCED PROPOSALS:

In broad terms the likely outcomes of the proposed reforms include:

· Shifting of costs to the consumers.  The average Australian will now have to pay more for GP services.  Preliminary NSW Health estimates show a shifting of around $400M per annum to the consumer.

· Increased presentations to public hospital emergency departments as GP care becomes increasingly expensive leading to around $306 million in additional costs per year in NSW.

· Inflationary impacts and increases in GP fees that will continue to decrease the affordability of health care for the average Australian.

· The role of private health insurers in health financing will be further increased.

In April 2002 all Health Ministers convened a working group of clinicians and other health experts to identify and suggest key areas for health service reform.  Ministers subsequently endorsed the reform agenda at the end of 2002.  The expert group examining the interaction between private and public funding examined the issue of the interface between acute and primary medical care and made a series of recommendations to guide reform in this area.

Subsequently state and territory Health Ministers released the Facing the Future document which was a blueprint for reform under the 2003-2008 Australian Health Care Agreements (AHCA).  

Australia has a mixed system of health funding and provision in which the private sector plays an important role.  However the Commonwealth government has incrementally built up the role of private health insurance over the last 7 to 8 years. The latest Commonwealth proposal seeks to further extend this role to provide coverage for out of pocket expenses incurred for out of hospital treatment. 

The public and private sectors have different goals when they are responsible for health financing.  These underlying differences mean there are certain risks inherent in transferring responsibility from the public to the private sector.  If the system is mainly privately funded;

· Expense is transferred to patients wherever possible.  Many people when they use their private health insurance to access acute services in hospitals end up with a considerable extra out of pocket expense.  Maternity services are a prime example.

· Provision and availability of services is based on market considerations and not clinical need.

· More profitable patients are treated first.

· Because the Commonwealth is not putting any additional funding into the public sector, funding allocated to the private sector is “lost” funding (opportunity cost) for public hospitals and community access to affordable primary care services. 

Consistent with the reform agenda endorsed by all Ministers, state and territory Ministers called on the Commonwealth Minister to implement a range of flexible funding arrangements that would enhance the viability of general practice and would also fund the treatment of primary medical patients attending emergency departments.  The Commonwealth to date has not responded to the Facing the Future document, even though it was formally forwarded to the Commonwealth Minister for Health in February 2003. 

The Commonwealth refuses to commit additional funding to progress reform.  Its response to the bulk-billing crisis has been to withdraw $918M from funding for public hospitals under the next Australian Health Care Agreements (AHCAs) to fund their Medicare reforms.  This is shown in the following table copied from the Commonwealth 2003/04 Budget Papers.

	Australian Health Care Agreements
	Budget

$m
	Forward Estimates

$m
	Measure Total

$m

	
	2003/04
	2004/05
	2005/06
	2007/08
	

	
	-108.9
	-172.0
	-246.6
	-372.9
	-918.5


Perversely this decrease in funding will occur at a time (as highlighted above) when emergency departments (which are operating as a safety net for those that can no longer afford to see a GP) are already suffering from the failure of the Commonwealth to meet its obligation to adequately support general practice.  Typically the Commonwealth proposes implementing these changes in  isolation without consideration of the flow on effects to the rest of the health system.  

Given the fall in the MBS rebate in real terms and the increasing demands on public hospital emergency departments – there is a need for either new money to be injected into the system (for example via an increased Medicare levy) or existing  funding (such as that for the private health insurance rebate and general practice incentives programs) to be used more effectively and efficiently. 

The section on the first term of reference discusses the implications of allocating expenditure towards increasing the MBS rebate for GP services to ensure practice viability.

i)
incentives for free care from general practitioners limited to health care card holders or those beneath an income threshold
The proposals do not provide enough incentives to encourage GPs back into practice in lower serviced areas or to increase the rate at which they bulk bill if they remain in practice in lower serviced areas.

The Commonwealth  2003/04 Budget papers show the cost of the GP Incentives Payments to Bulk Bill Patients with Concession Cards is  $345.4 million over three and a half years.  Of this, approximately 3.5% or $12.2 million will be appropriated to the department, presumably to cover the costs of administering the scheme.  The remaining $333.2 million is meant to serve as an incentive payment to GPs to provide bulk-billed care (with no co-payment) to the 7 million people in Australia who hold concession cards.  This is shown in the following table.

	$M
	2003/04
	2004/05
	2005/06
	2006/07
	Total

	Departmental
	4.0
	2.6
	2.9
	2.7
	12.2

	Administered
	42.8
	77.4
	100.1
	112.9
	333.2

	Total
	46.8
	80.0
	103.1
	115.6
	345.4


However, it may not be enough to encourage GPs to participate in the Commonwealth’s Fairer Medicare package and achieve its desired outcomes.  As the quick calculations set out below show, the offer is well short of the AMA recommended fee of $48.50, and significantly less than the average co-payment of $12.61

· The Commonwealth say that the additional payment per concessional service is $1 in capital cities and $6.30 in rural and remote areas.

· 50% of GP services are provided to people who have one of the three concession cards (Source: Commonwealth statement in Senate Community Affairs Legislation Committee hearing)

· In 2001/02 there were 91.82 million un-referred GP attendances (HIC Annual report)

· 45.91 million attendances were by people covered by concession cards.  The average annual per capita number of visits for people covered by concession cards is 6.6 (average number of visits for general population is around 4.5 visits per year)

· Over the three and a half year period of the Fairer Medicare program detailed in the budget papers there will be around 160.7 million attendances by people covered by concession cards.

· This is an additional $2.07 per visit or an average allocation per concessional patient per year of $13.66.

· Adding the $2.07 to the average MBS rebate of $25.05 results in a government payment of $27.12 per concession cardholder visit (an increase of 8.3% over the 3 and a half-year period or an average annual increase of 2.4% per year).

· Averaging the $333.3 million over the number of GP attendances during the 3 and a half-year period gives an average annual increase in government payments of only 1.2% per year.

The average annual rate of increase for payments for concession card holders (2.4%) and for all patients (1.2%) are significantly below the CPI which is predicted to increase by around 3.25% per year.  

It must be emphasised that these incentives are not mandatory – general practitioners can charge concession care holders a co-payment if they choose to and forgo the incentive payment.  Given the low level of real incentive compared to cost and increased paper work it is unlikely that many GPs will  take up the offer.  

Recent surveys by industry groups support this contention.  They show that a significant majority of GPs are unlikely to take up the Commonwealth’s proposal. 

The incentive for GPs to bulk bill cardholders with no co-payment is unlikely to have a substantial impact on the level of bulk billing.  

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

The notion of an uncapped co-payment directly undermines Medicare, because it potentially decreases affordability and introduces an element of risk of not being able to cover medical expenses.  This in turn increases the need for insurance.

The Commonwealth’s Fairer Medicare package essentially creates an uncapped co-payment system.  The proposed uncapped co-payment directly undermines the principles of Medicare as it will effectively create a two-tier health system, one of choice and access for those who can afford it and a separate system with limited choice and access for those who cannot afford to pay.  

The uncapped co-payment system and the direct rebate reimbursement will at first create the illusion of less out of pocket expenses.  It will be easier to increase fee levels above the current Medicare rebate, due to the fact that people will only have to pay the difference between the Medicare rebate and what the doctor charges “up front”.  (Currently patients have to pay the entire cost and then claim back the rebate from Medicare).  For example, it is easier to pay $15 as a co-payment than an all-inclusive up front fee of $48.

Any increase in GP revenue occurring as a result of this package will not be funded by government but rather through much larger out of pocket contributions by patients – estimated to be around $400M a year in NSW alone. 

The proposal will be inflationary as the Government contribution towards a reasonable level of remuneration gradually diminishes.  The bulk billing arrangements act as a brake on large fee increases.  Any significant increase in GP salaries will cause increased pressure on the public sector to match increases in remuneration for doctors working in public hospitals.

Theoretically, there would be a similar inflationary spiral applying to specialist fees, however the market accepts that there are already large co-payments for these services and very little bulk billing.

The proposal to increase GP remuneration by removing the restraint on co-payments does not make up for years of Commonwealth neglect in not adequately indexing the level of Medicare payments for GPs .  This has led to a reduction in access to affordable primary care services for the community.

The only remaining guarantee of free care will be public hospital emergency departments
This paper has discussed the link between decreasing community access to affordable GP services and increases in emergency department activity.  Analysis of NSW EDIS
 data from August 2002 showed that there could be as much as 35% of triage 4 and 5 emergency department presentations that could be adequately (and possibly more appropriately) treated by a GP in the community.  From 1999/00 to 2001/02 there has been a 1.57% increase per year in combined triage 4 and 5 presentations to NSW public hospitals. 

There is doubt that the Commonwealth’s package will do much to improve the rate at which GPs bulk bill.  In fact the package is likely to make GP services increasingly unaffordable, leaving people with no option but to access free care in public emergency departments.

Therefore it is considered that the decline in access to affordable GP services will continue at its current rate or a marginally higher rate, with concomitant adverse affects on public hospital emergency departments.  A 0.5% increase in the growth rate of the number of GP type services provided in emergency departments, for example, is estimated to cost an extra $4.5 million over the next five years. 

iii) A new safety net for concession cardholders only and its interaction with existing safety nets, and

The existing safety net arrangements are relatively straightforward.  The Commonwealth pays the difference between the rebate and the schedule fee once a patient has outlaid around $320 in a year.  This includes outlays for specialist as well as general practice services.  In addition this covers all eligible people and is therefore not tied to income.  On this basis this scheme is relatively consistent with the Medicare principle of universal access.

The new arrangements are likely to result in four different set of safety net arrangements:

1. The existing net of $320 that covers the entire population

2. The new one of $500 that covers concession card holders

3. One for those with private health insurance of $1,000

4. The public hospital system – which is not funded for the treatment of general practice type patients

The simultaneous operation of these four systems is administratively complex, confusing and inequitable.

The proposed arrangements will distort the principle of universal access as the new arrangements will apply to cardholders only.  The arrangements are complex and will be administratively more onerous than the current arrangements.  Perversely the threshold for cardholders (who are likely to be low income earners or rely on social security) will be raised to $500, that is,  to a level higher than the existing safety net.  After this threshold is met they will be entitled to receive a benefit of around 80 cents in every dollar for the difference between the rebate and practitioner’s total charges.

iv) Private health insurance for out-of-hospital out-of-pocket medical expenses

Impact on the rebate

The Commonwealth now invests over $2.2 billion a year in the private health insurance industry, but none of this money goes into funding GP services in the community.  The Commonwealth budget papers show an estimated cost of the Fairer Medicare program of $88.4 million over four years.

The Commonwealth in their Estimates Committee Hearing advised that the additional cost to the rebate of this initiative would be around $17 million per year or around $60 million over four years.  This was based on the 30,000 families or individuals likely to claim costs in excess of $1,000 TIMES the claim amount of up to $1,600 PLUS private health insurance funds administration costs. 

This methodology is wrong!  The rebate is paid on the cost of a premium not on the level of expected payout.

There are currently around 2.15 million family policies and 1.93 million single policies – 4.08 million policies in total.  If only around  half existing policy holders (2.04 million policies) take out the additional “GP” insurance, at a cost of around $50 per year each or a total cost of $102 million per year, it will add an additional cost of $30.6 million per year or $122.4 million over four years to the Commonwealth’s rebate bill.  This is double the Commonwealth’s expected estimated cost.

Out of pocket medical expenses

Health funds are currently limited to providing cover for medical treatment provided to patients admitted to hospital and a number of ancillary cover items (such as for physiotherapy, chiropractic, dental).  They are unable to insure for non-admitted medical treatment (eg: GP treatment, specialist treatment provided on a non admitted basis).  Medicare refunds 85% of the scheduled fee for these services even though many GPs and specialists charge more than the scheduled fee.

The proposed reforms will see coverage for cumulative out of hospital out of pocket costs above $1,000 for general practice, diagnostic tests, biopsies and radiation oncology services.

If the new arrangements do not cover non-admitted services delivered at a hospital site, they will create a situation where funding and payment arrangements for the same service differ according to location alone.

For example around 90% of public radiation oncology services occur on a non-admitted basis at a public hospital site – i.e. the patient receives the treatment free of charge on a non-admitted basis at a hospital and is currently unable to access private health insurance as insurance does not cover non-admitted care.  All public Linear Accelerators are located at public hospitals.  Will these new arrangements cover a care type or will they focus on the location of care? 

Medicare already provides a system of universal coverage for non-hospital treatment.  The logical option would be to investigate and strengthen the Medicare system, not add further layers of complexity and cost by allowing funds to cover for out of hospital medical treatment.

A recent survey by Hawker Britton showed that an overwhelming majority of Australians would support paying more through an increased Medicare levy and foregoing tax cuts if this would strengthen Medicare.

There are a number of risks and issues involved with extending private health insurance to out of hospital treatment:

· Fewer doctors are likely to bulk bill if funds agree to pay above MBS schedules fees.

· There may also be an increase in MBS costs if demand increases (as has happened with previous Commonwealth private health insurance reforms).

· Health funds may argue that this move will enable a reduction in costs as members are treated earlier thus preventing the need for hospitalisation.

· Price signals (that is, patient co-payments) are removed.  This will lead to increased demand and to increases in doctors’ fees.

· Reductions in public patient activity will have an effect on Commonwealth funding through the Australian Health Care Agreements and will reduce training capacity in the public sector.

TERM OF REFERENCE 4: 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

Professor Stephen Leeder in a recent Healthcover article states that  “there is a problem because Medicare does not cover allied health services and dentistry in the community.  The need for these services will increase in line with the more care we give to patients with chronic illness in the community.  These services are now only met by private health insurance or out of pocket payment and are not equitably available.”  
State and territory governments provide free allied health services on an outpatient basis mainly to people requiring further care after an admission to hospital.

The same article notes a paper released by Professor John Spencer for the Australian Health Policy Institute that found that “public subsidy for teeth at present is maximal for the rich and least for the poor.  This subsidy for public dental care is approximately $177 million a year, while the private dental insurance rebate is approximately $316 million to $345 million a year.  Higher income adults using private dental insurance and dental care receive nearly five times the subsidy received by aged pensioners seeking public dental care”.

A rebate of $345 million in dental care represents a gross premium cost nationally of around $1.150 million or a net premium cost (less the 30% rebate) of $805 million.

This means that there is around $522 million ($345 million plus $177 million) in public money and $805 million in out of pocket funding that could be used to introduce some kind of new dental scheme – this could involve free dental care for those that are currently eligible (for example cardholders) plus a level of subsidised care for other Australians.

Other key area for inclusion are MBS access for community based nursing services that assist people remain in their homes and avoid unnecessary hospital admissions and the Home and Community Care program.  These areas should be considered for inclusion given the fact that:

“People receiving community care are also likely to come into contact with other service delivery systems, including general practitioners, hospitals, residential aged care, housing and disabiliiy support programs.  Clearly any attempt to improve seamless service delivery in community care needs to also include the way community care interfaces with these other health and care systems”.  (The Commonwealth’s New Strategy for Community Care paper) 

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

A national commission of inquiry into funding arrangements and the structure of health care financing should be implemented to investigate the efficiency, effectiveness and efficacy of private health insurance investment compared to investment in Medicare.  The National Health Care Reform Alliance supports this strategy.

The 2003/04 Commonwealth Budget Papers estimate expenditure on the private health insurance rebate will be around $2.264 billion for 2003-04. 

The private health insurance reforms were designed to alleviate the pressure on the public hospital system.  This has not occurred.  The Commonwealth’s massive spending spree in private health insurance has had, at best a marginal impact on the public hospital system.  Commonwealth investment of public funds in subsidising private health insurance and its changes to financing arrangements to support private service provision demonstrates a movement by the Commonwealth government over the last 6 to 7 years towards privatisation of health financing.

However, despite Commonwealth support of the private sector, as a proportion of all health service funding the flow of private funds into the total health system has fallen.  The net contribution of private health insurance to health service funding is now about 26% lower than it was before the private health insurance rebate arrangements began.  The Commonwealth has simply replaced private funding with over $2 billion a year in taxpayer funds.  

In a recent study, Professor John Deeble found that there has been a notional reduction in public hospital costs of, at most, $700 million annually, which is only 4.5% of total public hospital outlays and only about 27% of the cost of the Commonwealth’s rebate policy.  In broad terms, the cost of the rebate far outweighs the benefit in terms of increased activity in both public and private facilities.

The Commonwealth government implemented the private health insurance reforms with no corresponding requirements for improvements in the delivery of private services:

· NSW hospitals continue to treat increasing numbers of sicker and more complex patients than private hospitals.

· On average, surgical patients treated in the NSW public system have an average complexity that is 60% higher than private hospitals (NSW Inpatient Statistics Collection)

· Private hospitals deal with 53% of patients admitted for surgery.  However when this is adjusted to take into account the complexity of the cases,  private hospitals account for only 41% of surgical activity.

· Public hospitals are also experiencing huge increases in the demand on emergency departments and for other services delivered on an outpatient basis such as chemotherapy services.  Private health insurance arrangements do not cover non-admitted patient or emergency department care and so private hospitals rarely provide this care.

Some of the expenditure on the private health insurance rebate goes towards rebates for items that have nothing to do with hospital care or towards health services that are of questionable efficacy.  A recent study by prominent health economist Dr John Deeble showed that Commonwealth rebate expenditures of around $700 million per annum were directed to ancillary insurance (around $500 million per annum)  and medical gap insurance (around $200 million per annum).  These items  increase the saleability of private health insurance and are of less priority in terms of access to basic and/or primary health care.

With 91.82 million GP attendances per year redirection of rebate funding of $840 million per annum would add an additional $9.20 to the $25.05 average rebate received – a total of $34.20.

Potential models that could be developed to redirect these funds are discussed in the next section. 

The Commonwealth Government as part of the introduction of Lifetime Healthcover arrangements undertook to conduct and table an independent review of private health insurance arrangements in Parliament by December 2003.  This review has not started to date.

Given the quantum of expenditure and the negligible effect this has had on the public hospital system, an independent public inquiry should be convened into the private health insurance rebate and issues associated with the potential for redirecting funds be examined in this context.

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

There is a strong argument that in order to support Medicare into the future, public remuneration of general practice needs to increase to provide a viable income for GPs.  For the reasons stated above in other sections, this increase should not come from private financing.

This is most simply and effectively done by increasing MBS payments to GPs.  A source of funding for this include could include increasing the Medicare levy.

With GP attendances of around 91.8 million per year and an average cost of the package of $230 million per year it could be argued that raising the rebate by $2.50 ($230/91.8 million) and capping co-payments would be a simpler, more effective approach.  However, this approach must not operate at the expense of the under funded public hospital system.  The Commonwealth government has removed $918 million from the public hospital system to fund its Fairer Medicare package in anticipation that the Federal Parliament will agree to the package.

As a broad principle Commonwealth funding should support the type of service provider not the location.  In their Facing the Future document state and territory Ministers sought extension of the MBS to hospital settings.  Total cost of this would be approximately $0.566 billion in increased MBS outlays over the next 5 years, or $113.2 million annually.  However given that the costs of treating primary medical patients in emergency departments is likely to be around $1.9 billion over the next 5 years, allowing public hospital emergency department access to the MBS will mean public hospitals are funded for the primary health care services they provide.

A better model to improve the current payment system but not compromise either the viability of Medicare or its principle of universality would be as follows:

1. Return the $918 million back to the public hospital system.

2. Immediately increase payments to general practitioners so that payments are in line with increases in inflation experienced over the last decade.  This could be funded by an increase in the Medicare levy – surveys indicate substantial community support for increasing the levy to secure Medicare into the future.  A recent Hawker Britton study showed that 76% of Australians supported an increase in the Medicare levy if the increased revenue was spent on improving hospitals.  This sentiment was remarkably consistent across all political persuasions, age groups, gender, income groups and geographical regions.

3. Immediately extend MBS to public hospital settings to cover the treatment of GP type services delivered in public hospital emergency departments.
4. Extend private health insurance coverage to non-admitted patient care so that private health insurance is able to cover the type of service provided rather than the location of the service.  Examples are radiation oncology and emergency department care, which are provided across the inpatient – non admitted – community base sectors but are not covered by private health insurance in every location.

5. Develop flexible funding and organisational arrangements for emergency departments and hospital based primary health care, including the following:

· Allow both public and private sectors to suggest referral to other primary care and general practitioner services (perhaps on hospital grounds) and/or delay of treatment where clinically appropriate, after assessment

· Allow private health insurance funds to cover the gap between Medicare reimbursement and the level of facility and medical fees charged for private Emergency Department services.

· Develop joint Commonwealth/state service delivery models

6. Provide incentives for people to utilise alternative service providers, such as private hospital emergency departments.

7. Provide worthwhile incentives for doctors to operate bulk-billing practices in under serviced areas, for example, provide practice infrastructure.

8. Investigate long term needs of GP workforce taking into account things such as the feminisation of the GP workforce and changing practice expectations of GPs.

9. Include a utilisation growth factor for non-admitted activity in the Australian Health Care Agreement.

10. Conduct a national commission of inquiry into funding arrangements and the structure of health care financing to investigate the efficiency, effectiveness and efficacy of private health insurance investment compared to investment in Medicare.  
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� Emergency department activity sourced from EDIS


� The � HYPERLINK "javascript:openWin('/cgi-bin/exit.pl?url=http://www.acem.org.au')" �Australasian College of Emergency Medicine (ACEM)� has defined five triage categories used in NSW and other state and territory hospital emergency departments.


Triage 4: These people need to have treatment within 1 hour - they are potentially serious patients.  People in this group would probably have less severe symptoms or injuries with something like a foreign body in the eye, sprained ankle, migraine or earache.


Triage 5: These people need to have treatment within 2 hours -  they are less urgent patients.  People in this group probably have minor illnesses or symptoms that may have been present for more than a week, like rashes or minor aches and pains.





� EDIS: Emergency Department Information System is a collection of data from 51 of the state’s largest emergency departments.
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		2001/02		1,456,547		6.2%		85,035



&L&8&D &T&R&8&A &F



total edis

		0

		0

		0



Year

Attendances

Total Emergency Department Attendances



edis 4 & 5

		T4s and 5s (EDIS @290403)

				T4		T5		Total		% Change
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						1999-2000		2000-01		2001-02		2001-02 over 1999-2000 % change

				Tonsillitis		5,070		5,181		6,077		20%

				Disorders of teeth & gums		9,911		3,095		3,265		-67%

				Cough		2,705		2,888		2,975		10%

				Issue of medical certificate		1,345		1,374		1,556		16%

				Dental abscess		1,046		1,317		1,420		36%

				Pain in joints		20,921		22,812		22,949		10%

				Issue of repeat perscription		13,376		14,262		14,275		7%

				Upper respiratory tract infection		13,070		14,209		14,248		9%

				Backache		7,717		8,103		8,077		5%

				Headache		4,307		4,609		4,351		1%

				External ear infection		3,668		4,211		3,435		-6%

				Influenza		2,005		2,290		1,976		-1%

				Allergy, unspecificed		1,806		2,020		1,876		4%





		





		1999-2000

		2001-02



Issue of medical certificate

Attendances

Issue of medical certificate

1345

1556



		1999-2000

		2001-02



Tonsillitis

Attendances

Tonsillitis

5070

6077



		1999-2000

		2001-02



Issue of repeat perscription

Attendances

Issue of repeat perscription

13376

14275




_1091275875.xls
Chart1

		Fees - standard

		Fees - complex

		Av. CPI



% increase between 1992 & 2001

MBS Fees & CPI: 1992 & 2001

0.149122807

0.1979166667

0.2332713755



Sheet1

		

						Fees - standard		Fees - complex		Av. CPI		CPI -health services

				1990		10		21		100.9

				1991						105.8

				1992		11.4		24		107.6		137.2

				1993		11.45		24.15		108.9		133.9

				1994		11.5		24.3		110.4		140.2

				1995						114.7

				1996						119

				1997						120.5

				1998						120.3

				1999						121.8

				2000		12.85		27		125.2		160.2

				2001		13.1		28.75		132.7		166.4

				2002						136.6		171.1

				% increase between 1992 & 2001		14.9%		19.8%		23.3%		21.3%

						Fees - standard		Fees - complex		Av. CPI

				% increase between 1992 & 2001		15%		20%		23%
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