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PROFESSOR  JOHN DEEBLE
This submission addresses the government’s proposed changes to Medicare as outlined in its ‘Medicare Plus’ program announced earlier this month.  Although only the proposals for an extended Medicare safety-net require legislation, they must be assessed within the general program context.

The new proposals are operationally much different to the government’s original plans and work more within the present structure of Medicare.  Its benefit schedule will be expanded to include new GP items for the bulk billing of concessional cardholders and all children under 16 by GPs, at $5 per standard consultation.  Variable benefits according to region of practice have been abandoned in favour of higher expenditures on attracting GPs to underserved areas, new benefits for some services by practice nurses and a new program for recruiting more doctors from overseas.  Allowing private insurers to offer gap insurance for out-of-hospital services has been dropped, as has the proposal to allow doctors to claim the Medicare benefit directly from the HIC while charging an additional amount to patients.  The lodgement of claims through doctor’s surgeries will continue but that facility is already available when fees have been paid.  For concession card holders and families entitled to payments under the Family Tax Benefit (A) arrangements, the existing Medicare safety-net will be extended to cover 80% of all medical expenses – GP and specialist - above $500 a year and those for families and individuals with net expenses of over $1000 annually.

These changes address a number of the issues which the Senate Committee raised in its first report in relation to the universality of Medicare, likely effects on charges to patients, inflationary influences and the effectiveness of differential benefits in redressing regional differences in GP access. The latter is certainly handled better in the recent scheme.  Country doctors already earn more than their city counterparts and simply offering them all more money would have been more wasteful and less effective than a directed program.  In extending its efforts to provide full insurance beyond health care cardholders to children under 16, the government has also retained an element of universality not present in the Fairer Medicare package.

However the fundamental shift from a universal insurance system to one with an underlying welfare philosophy remains.  Medicare will still attempt to provide full insurance only for those deemed to need it most.  There is a means-tested base for both the concessional cardholder and family safety-net schemes and the overall results might not be greatly different to the earlier concept.  

It all depends on how doctors perceive the incentives to bulk bill.  These will certainly be higher than before for selected patients, particularly in the cities where the original proposals threatened to extinguish it.  The most recent national survey of GP work (the BEACH survey) shows that 42% of all services are for concessional cardholders and that about 14% are for children under 16, a total of only 56%.  The government’s costing - which covers the 41 months from February 2004 to June 2007 - is consistent with that figure.  $956.7 million in benefits over 41 months at $5 per service equals 56 million services per year exactly (which implies that long consultations, extended consultations and other items will receive only the ‘standard’ $5 addition). The figure is an overestimate because there are a few doctors who on philosophical grounds will not bulk bill at all (although they may not charge all of their patients full fees) and a larger but still minor proportion who do so only for patients that they themselves judge to be needy.   

However changes in bulk billing rates need to be seen in perspective   Between 1999-2000 and 2002-2003, GP bulk billing fell by nearly 10%, from 79.1% to 69.5% of all services.  Nearly all of this occurred in 2002-03 and the decline has continued since then.  But the percentage of fees which was covered by Medicare benefits fell by only 3.3%, from 91.1% to 87.8%.  About one service in ten moved from 100% Medicare coverage to a rebate of only about 60% and that was important for the patients involved.  However the average Medicare cover changed relatively little. 

I do not think that the proposed incentives will be large enough to lure back those GPs who for a variety of reasons have dropped or greatly reduced bulk billing.  However I would expect the program to maintain an overall BB percentage in the mid to low 60%s compared with just over 67% (or 66 million services) at present.  There will be considerable pressure from patients, particularly in relation to the bulk billing of children. The government has, after all, virtually promised it and I would expect that many metropolitan doctors who have built their practices on high bulk billing rates will take the money offered for concessional patients and children within their present billing mode. 

If that were the case and GPs continued to charge non-bulk-billed patients at their present level of about $42 per service on average, the overall impact of the Government’s proposal would be to initially shift about $60-70 million a year in costs to patients (about 4-5 million services at an average net fee of about $14).  Only a small proportion would be covered by the safety-nets.  However GP incomes would increase by around $350 million annually, or about 11%.   $60-70 million would come from patients and up to $280 million from higher Medicare payments for selective bulk billing.   

By way of comparison, the Opposition proposals target higher bulk billing rates of around 76% on average.  If it achieved them, the doctors would receive an income increase almost identical to that under the government’s scheme, but all from Medicare.  Patient payments would fall by about $140 million.  There would therefore be no rational reason for doctors to choose the patient billing option but some GPs may now be so distrustful of government that they would do that anyway. 

 Safety-Nets

Extension of the Medicare safety-net has been publicised as a major feature of the new program. A public safety-net has existed since Medicare’s introduction and, indeed, since Medibank in 1975.   It covers 100% of the MBS fee once an individual or family outlays at least $320 in a calendar year.  For the rest of the year Medicare covers the difference between the benefit and schedule fees.  Individuals are covered automatically but couples and families must identify themselves by registering with the Health Insurance Commission in accordance with HIC rules.  In 2002, about 1.4 million families were registered. About 20.000 families and 10,000 individuals qualified for safety-net benefits.   

It is thus not a major program, nor was it intended to be.  Safety-nets were a feature of the subsidised private health insurance system which preceded Medibank and Medicare but they were expensive to run, administratively complex and generally ineffective   People fell though them, the public could not understand their rules and it was impossible to adequately define all of the financial and medical criteria on which people might deserve help.  Their failure was actually one of the major reasons for Medibank and Medicare’s development.  

The Medicare version was therefore limited.  The underlying reasoning was that a combination of bulk billing by doctors and access to free public hospital care should and would ensure that people with unavoidably high medical use were not forced to pay out large amounts themselves.  Even without universal bulk billing, it was assumed that for GP visits at least, the highest use patients would be known to the doctor and billed for accordingly.  The medical profession has claimed, very strongly, to have always acted in this way. .Specialists might know less about their patients’ circumstances than GPs but public hospital in-patient and out-patient services were seen as form of de facto safety-net. 

However it was recognised that there were still circumstances where GP bulk billing might not be available and the progressive demise of routine out-patient services in public hospitals – as distinct from emergency care – has since increased exposure to specialist fees as well.  But the primary concern was with high medical use, not high doctor fees   Benefits have therefore been limited to the full schedule fee, not the doctor’s charge.  If the schedule fee was ‘fair and reasonable’ covering higher charges was seen as unjustified and contradictory. 

The present proposal 

The current proposal is quite different.  As set out in the legislation, there would be three new safety-nets for out-of-hospital services covered by Medicare;

(a) 
a concessional safety-net for concession cardholders, with a threshold of  

 
$500 per family per year,

(b) 
a FTB(A) safety-net for families receiving the Family Tax Benefit (A), with a  threshold of $500 per family per year.  

(c)  
an extended general safety-net for all other families and individuals, with a threshold of $1000 per year

Each of the new safety-nets would pay benefits at 80% of actual fees charged beyond the relevant threshold.  They would be in addition to the existing safety-net, which would continue in its present form for individuals and families incurring schedule-fee expenditures between $320 per year and the new safety-net thresholds for 80% of actual-fee coverage.  Benefits up to 100% of schedule fees would therefore be paid on a different base over this range (a complicated ‘stop-loss’ provision).  As in the present system, families would have to be registered with the Health Insurance Commission.  The Government’s announcements have claimed that 12 million people would be eligible for coverage under (a) and (b) and eight million under (c), but the legislation does not define what would constitute a family for FTB purposes (nor does the Tax Office website) and the Committee might wish to follow this up with the Department.  Eligibility does not mean coverage though and only about 3% of families would be expected to qualify. As will be shown later, the expected outlays would be only about 1% of Medicare’s total benefits for out-of-hospital services and only about 6% of what patients pay at present. 

These are complex provisions which many people would never fully understand.  If everyone holding a Medicare card was required to identify themselves in one group or another (and to notify any change in status), the administrative burden would be enormous.  Moreover many people would be disappointed with that effort for an outcome which gave them additional coverage for very short periods only.  However despite the various privacy provisions, the data linkages between the Health Insurance Commission, Centrelink and the Tax Office might now allow (a) and (b) to be administered centrally.  There would still be errors, people would not always grasp what the significance of changes in entitlement to ‘concessional’ or FTB benefits might mean for their safety-net coverage but from a purely administrative viewpoint the government would be in charge.  The only group who would have to take action themselves would be those in category (c) and that could be portrayed as their responsibility. The operating costs of such a system would be substantial, although the government has not provided any estimate of them   However they would clearly be less than trying to offer full insurance coverage to all.  

That appears to be the major rationale.  The government’s publicity has implicitly linked the safety-net proposals to the GP bulk billing issue but if all concessional patients and children were bulk billed there would be very few families who would reach the designated thresholds through GP services alone.  It would require about 34 GP visits per year at the present average net fee of $14 per service to reach the concessional or FTB thresholds and twice that number for the general category. The Department presumably has some data about how the estimated expenditure of about $70 million per year was calculated but it seems clear that specialist fees would be by far the largest component.  There are a few specialties in which protracted treatment could produce significant outlays by itself- radiotherapy for example – but in most cases it would be the fee ‘gap’, not the volume of services, which would do so.  

Table 1 shows the sources of funds for all medical services covered by Medicare in 2002-2003, distinguishing private doctor services in hospital (which for privately insured people attract only a flat 75% Medicare benefit with the balance up schedule fees automatically paid by their health funds and the remainder eligible for gap insurance) from the out-of-hospital services which are the only subject of these proposals. These are then separated between GP services and those by specialists, which are further sub-divided by excluding pathology testing, about 90% of which is currently bulk-billed outside hospitals. 

As can be seen, Medicare benefits covered 86.5% of all out-of-hospital medical fees, a figure which has hardly changed since Medicare began.  The figures show that;

*
of the $2,128 million met by patients in 2002-2003, over half ($1,079 million)  arose from specialist fees in hospital, most of which were privately insured.  For out-of-hospital services, specialist fees accounted for nearly two thirds of all the costs ultimately borne by patients

*
Within the GP group, about one third of net patient charges ($130 million) was for charges up to the schedule fee level and nearly two thirds ($255 million) for fees over the schedule.  There are insufficient data to make the same calculations for specialists but the over-schedule-fee proportion is likely to have been higher than for GPs.  Overall, about 70% of all out-of-hospital ‘gaps’ appear to have been due to over-schedule charging, rather than high service use.  .      

   Table 1  Sources of funds for Medical services covered by Medicare, 2002-2003                                                          .  



($m)
  .  



Charges
Schedule fee
    Benefits
Benefits as    Patient 





   value



% charges     payments  

All services
  10,062
     9,493
       7,934
    78.9

2,128
           

In hospital           2,289
     1,613
       1,210            52.9

1,079 

Out of hospital    7,773
     7,880
       6,724
    86.5             1,049                

Out of hospital for;

GPs 

    3,151
      3,255
        2,766
     87.8
   385

Specialists
    4,622
      4,625
        3,958
     85.6               664

Specialists exc.

pathology
   3,400
      3,235
        2,774
     81.6
   626

Sources;  Medicare Statistics, September Qtr 2003;  PHIAC, Annual Report 2002-03  

Implications

In aggregate, the problems are not nearly as serious as is often portrayed.   Although patient payments have markedly increased for private specialist care in hospital over recent years, the out-of-hospital proportion has not much changed.   However there are some areas, some specialties and some services where costs can now be quite large.  Safety-nets can handle such issues where they are isolated and specific, but they are administratively complex, confusing for patients and leave all of the underlying issues unresolved.  A government unwilling to make the outlays needed for good insurance may nonetheless find them attractive and their rigidities and inequities can be glossed over.  It is actually quite extraordinary to find that measures which were tried and failed over 30 years ago are now being resurrected as an a panacea for exactly the same problems.   

There are therefore several aspects of the current proposals which need serious thought.  I have no objection to compensating those people whose high out-of-pocket outlays arise only from high medical care use.  However it is a different matter if most of the compensation is for over-schedule doctor charges.   That is really an admission of either the government’s unwillingness to raise benefits or its inability to control or otherwise limit medical fees, particularly for specialists.  It is a serious issue for every government, not just the present one.  A sliding scale of safety-net coverage, increasing as the threshold of expenditure grows, plus the limitation of reimbursement to 80% of actual fees, may have some moderating influence.  But if both patients and doctors believe the message that safety-nets will stop anyone from being really hurt, what would prevent fees from rising?  Safety-nets are only a limited form of gap insurance and the experience with in-hospital gap cover has been exactly that – as benefits have risen, so have fees.

I would thus be very cautious about extending safety-nets to all doctors’ fees, even at an 80% benefit rate.  They simply make co-payments easier and not just in the GP area.  As I said in my original submission, there may be a case for known, small and fixed co-payments, although I know of no evidence that they have ever made the use of health care better.  However letting the doctors fix them is unsatisfactory.  If the government is determined not to pursue the universal insurance line – and there are obvious alternatives to that policy - I would at least lower the safety-net thresholds but limit the amount which they could pay to, say, 30% over the Medicare rebate for each service.  That would be a simple and easy figure to calculate and it would prevent a government from simply letting its own benefits stagnate while indirectly raising co-payments for patients.  There would still be a compromise with Medicare principles but one with the least costly and distorting effects. 

John Deeble
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