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SUBMISSION NO. 60a

The proposal I was actually making (but expressed badly in my submission) was to maintain the Medicare safety net in its present form but allow payments of up to 305 above the schedule fee for any service to be included in the calculation of the outlays qualifying for entry to the single safety net.  The threshold would then be about $400 per year (the present $320 X 1.3).   All the other features of the present safety net would stay.  

The table below shows the outcomes for different services at different levels of over-schedule billing.  As can be seen, the government’s benefits would be lower than the full schedule fee for all services with relatively low over-schedule billing but would be more than the present benefit the larger was the gap between charges and the schedule fee.  In fact, it can easily be shown that safety net benefits under the government scheme would exceed those under the present system only for services billed at more than 25% over the schedule fee.  That would of course apply to some of the GP services for which the government is determined to make ordinary people pay more and for which the 80% coverage proposal is clearly intended.  However it would be hard to devise a more inflationary structure overall.    

	Services   
	Schedule fee
	Schedule benefit
	Charge
	Charge/ sch. fee
	          Benefits under

	
	
	
	
	
	Present S. Net
	   % charge
	Govt scheme
	    % charge  

	
	   ($)
	    ($)
	    ($)
	    (%)
	   ($)
	  (%)
	   ($)
	  (%)

	GP-std
	   29.47 
	   25.05
	  43.00
	   146
	  26.47
	  62
	 34.40
	 80

	GP long
	   82.80
	   70.40
	  95.00
	   115
	  82.80
	  87
	 76.00
	 80

	Spec visit 
	 129.40
	 110.00
	150.00
	   116
	129.40 
	  86
	120.00


	 80

	Spec visit
	 129.40
	 110.00
	200.00
	   155
	129.40
	  65
	160.00
	 80

	Procedure
	 400.00
	 343.00
	460.00
	   115
	400.00
	  87
	368.00
	 80

	Procedure
	 400.00
	 343.00
	560.00
	   140


	400.00
	  71
	448.00
	 80


It is an alternative which warrants serious consideration.  It would solve the problem of single people at one stroke (which is a serious weakness in the government scheme) and for most people – those whose doctors do not charge more than 25% over the schedule fee – the results would better.  It would get rid of the differential entry-level thresholds which are a further example of the welfare philosophy behind all the government’s thinking and preserve the Medicare structure as far as possible.  Benefits would never exceed the schedule fee.  However, many more people would get into the safety net than under the present system (because they would reach the threshold quicker) and many more would do so than in the government scheme, partly because singles would be included but also because the one threshold figure would be much lower than the government proposes for ordinary families. The cost would be greater but so it should be and it would not increase proportionately because the highest specialist fees would not be so generously supported.  

So far so good, but in conversation with you (and my wife, for example) I realised that the figures in the above table were being read as ‘real’ , whereas they were purely hypothetical to show how the systems worked; and secondly, that they were seen as the actual averages in Australia at present.  I had said that for most people the results would be better than under the government’s proposal but I had not shown the national evidence for it. 

The average billing statistics for three categories of services in the September quarter 2003 are shown below.  Together they accounted for nearly 80% of all the patient billed services in that quarter.  



Benefits
Patient payments   Charges 
  Schedule fees   Charges/

per service
per service
       per service

   schedule  



    ($)

       ($)


($)

($)               (%)

GP consults.       28.93
    13.61

42.54

34.03          125  

Spec consults      54.36
    29.65

84.01

64.88          129

Imaging
    97.70
    45.58                     143.28
          114.27
       125

The overall averages were thus at exactly the point where the present safety net and the government’s proposals would give identical results but the overall averages overstate the out-of-hospital ‘over-billing’ ( they include in-hospital services for which average over-billing is about 43%)  and the distribution of charges is highly skewed.   Well over half of all out-of-hospital patients would clearly be better off under the present safety net than under the government proposals.   But you could easily test this by asking the Department to do the exercise which we discussed earlier today, ie, replicating the first table above for each MBS item that accounted for 1% or more of Medicare’s work (it needs data on charges, benefits and schedule fees for patient-billed, out-of- hospital services only) and then summing the results to see how the two systems would have performed overall.  It would not be too hard.  The Department has vast computing resources. 
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