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2.53 The committee recommends that the Bill be amended, to include a review
of the operation and outcomes of the new Medicare Safety Net no later than
1 January 2021.
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Chapter 1

Introduction

Referral

1.1 On 12 November 2015, the Senate referred the provisions of the Health
Insurance Amendment (Safety Net) Bill 2015 (Bill) to the Senate Community Affairs
Legislation Committee (committee) for inquiry and report by 23 November 2015.*

Objective of the Bill

1.2 The Bill seeks to amend the Health Insurance Act 1973 to introduce a new
Medicare Safety Net, to replace the Original Medicare Safety Net (OMSN), Extended
Medicare Safety Net (EMSN) and the Greatest Permissible Gap.?

1.3 In the second reading speech, the Hon Sussan Ley MP, Minister for Health
(Minister), said that the Bill:

...will ensure that a strong safety net continues to protect all Australians
from high out-of-pocket costs for medical services provided out of hospital.
It will also address many of the known equity and complexity issues of the
current arrangements.®

1.4 The Minister identified four issues that the Bill aims to address:

The current safety nets are complicated and confusing...they work in
different ways and have different thresholds. They interact with each other
and can sometimes all be applicable to the same medical service. They are
unnecessarily complex and difficult to understand.

The current arrangements are also inconsistent. There is a limit on safety
net benefits that will be paid for some but not all out-of-hospital services.
Some of these limits are fixed dollar amounts, while others are based on a
percentage of the Medicare fee. This inconsistency in arrangements can be
very confusing for patients and medical practitioners.

While most doctors charge reasonable fees for their services, some doctors
and service providers have used the Extended Medicare Safety Net to
underwrite excessive fees. This has led to increased patient out-of-pocket
costs in some areas...

The current arrangements may also support less safe medical practice,
such as providing complicated surgical services out of hospital to take

1 Journals of the Senate, No. 126-12 November 2015, pp 3373-3374.
2 Explanatory Memorandum (EM), p. 1.
3 House of Representatives Hansard, 21 October 2015, p. 5.



advantage of the unlimited rebate available under the Extended Medicare
Safety Net.*

1.5 The Minister stated that previous changes to the EMSN had attempted
unsuccessfully to address these issues. The changes increased the program's
complexity and left two particular issues unresolved: 'excessive fee inflation can still
occur to services that are uncapped' and 'some people reach their threshold almost
immediately due to the unlimited amount of out-of-pocket costs that count towards the
threshold', desensitising patients to further fees and allowing for fee inflation.”

1.6 The Minister concluded:

The time is right to replace the complex, inefficient Medicare safety net
arrangements with a new Medicare safety net. The new Medicare safety net
will strengthen the system for patients into the future while contributing to a
more sustainable Medicare system. Its design has been informed by the
findings of two independent reviews; ongoing consultation with the medical
profession since the introduction of the Extended Medicare Safety Net in
2004; and concerns raised by patients.®

Background to the Bill

1.7 At present, Medicare safety net arrangements include the OMSN, the EMSN
and the Greatest Permissible Gap. Of these arrangements, the EMSN accounts for the
majority of expenditure’ and has been independently reviewed twice in the past six
years, followed by the Government's announcement of the current measure in the
2014-15 Budget.

Safety net arrangements affected by the Bill

1.8 The OMSN was introduced in its current form in 1991. It increases the
general rebate for out-of-hospital Medicare services to 100 per cent of the Medicare

4 House of Representatives Hansard, 21 October 2015, p. 5. Out-of-hospital services include
general practitioner (GP) and specialist attendances, and services provided in private clinics and
private emergency departments.

5 House of Representatives Hansard, 21 October 2015, p. 6. Also see: Department of Health
(Department), Submission 18, p. 9.

6 House of Representatives Hansard, 21 October 2015, p. 6.

7 The Hon Sussan Ley MP, Minister for Health (Minister), House of Representatives Hansard,
21 October 2015, p. 5; Department, Submission 18, p. 6.

Also see: Centre for Health Economics Research and Evaluation (CHERE), Extended Medicare
Safety Net, Review of Capping Arrangements Report 2011, 2011, pp 21-22,
http://www.health.gov.au/internet/main/publishing.nsf/Content/2011 Review_ Extended Medic
are_Safety Net/$File/Final%20Report%20-
%20Review%200f%20EMSN%20benefit%20capping%20June%202011.pdf

(accessed 20 November 2015). This report noted that Extended Medicare Safety Net (EMSN)
expenditure grew from $231.2 million to $538.6 million (an increase of 133 per cent in 2011
real terms) for the period 2004-2009, compared with Original Medicare Safety Net (OMSN)
expenditure which grew from $11.1 million to $13.2 million (an increase of 40 per cent in
2011real terms), for the same period (Table 3.1).



http://www.health.gov.au/internet/main/publishing.nsf/Content/2011_Review_Extended_Medicare_Safety_Net/$File/Final%20Report%20-%20Review%20of%20EMSN%20benefit%20capping%20June%202011.pdf
http://www.health.gov.au/internet/main/publishing.nsf/Content/2011_Review_Extended_Medicare_Safety_Net/$File/Final%20Report%20-%20Review%20of%20EMSN%20benefit%20capping%20June%202011.pdf
http://www.health.gov.au/internet/main/publishing.nsf/Content/2011_Review_Extended_Medicare_Safety_Net/$File/Final%20Report%20-%20Review%20of%20EMSN%20benefit%20capping%20June%202011.pdf
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Benefits Schedule (MBS) fee once an annual threshold of gap costs has been met.®
In 2015, the annual threshold is $440.80.°

1.9 The EMSN was introduced in 2004. It provides an additional rebate (80 per
cent of out-of-pocket costs) for families and singles whose out-of-pocket costs for
out-of-hospital Medicare services reach an annual threshold. In 2015, the annual
threshold is $2,000 for families and singles, and $638.40 for Commonwealth
concession cardholders and people who are eligible for Family Tax Benefit Part A
(FTB(A))."

1.10  The Greatest Permissible Gap was introduced in 1984. It increases the rebate
for high cost out-of-hospital Medicare services, so that the difference between the
rebate and the MBS fee is no more than $79.50."

2009 and 2011 independent reviews

1.11  In 2009 and 2011, the EMSN was independently reviewed by the Centre for
Health Economics Research and Evaluation (CHERE).

Extended Medicare Safety Net, Review Report 2009 (2009 review)

1.12  The 2009 review analysed the operation of the EMSN, the extent to which the
EMSN had achieved its stated purpose, and any changes to Medicare billing and
peoples’ access to services which were directly attributable to the introduction of the
EMSN.*

1.13 CHERE reported that despite its objective—to provide financial relief to
families and singles who incur high out-of-pocket costs for out-of-hospital medical
services, thereby making healthcare more affordable—the EMSN appeared not to
have achieved its objective:

The EMSN appears to have made services more affordable for some
(people using assisted reproductive services, some patients with complex
health conditions such as cancer), but has had little impact for those in more
remote areas or in lower socioeconomic groups. Despite the lower threshold
for low and middle income households, the EMSN appears to be a
relatively ineffective way to direct higher benefits to those households.

A concern is that most EMSN benefits have flowed to services that are
more often used by wealthier sections of the community. The implication of
this is that the EMSN has increased the affordability of high-cost services
for these groups, but has had relatively little impact on the affordability of
medical services for other sections of the Australian population. In this

8 Gap costs are the difference between the rebate and the Medicare Benefits Schedule (MBS) fee.
9 EM, p. 2.
10 EM,p. 1.
11  EM,p.2.

12 CHERE, Extended Medicare Safety Net, Review Report 2009, 2009, p. v,
http://www.health.gov.au/internet/main/publishing.nsf/content/review %20extended_medicare
safety net/$file/extendedmedicaresafetynetreview.pdf (accessed 20 November 2015).



http://www.health.gov.au/internet/main/publishing.nsf/content/review_%20extended_medicare_safety_net/$file/extendedmedicaresafetynetreview.pdf
http://www.health.gov.au/internet/main/publishing.nsf/content/review_%20extended_medicare_safety_net/$file/extendedmedicaresafetynetreview.pdf

sense, the EMSN is a poorly targeted policy because it has not addressed
one of the main barriers to access that many patients on low incomes face.™

1.14  CHERE concluded also that the introduction of the EMSN had fundamentally
affected the fees charged for out-of-hospital Medicare services:

The EMSN...provides benefits that increase with provider fees, regardless
of how high those fees may be. This feature has resulted in significant
increases in provider fees for some services and has meant that patients do
not receive the full benefit of the EMSN.

The impact of the EMSN on fees is most pronounced for Medicare items
that are usually associated with high out-of-pocket costs per service.
We believe that providers know, if they bill these items, their patients are
likely to qualify for EMSN benefits. Under these circumstances, providers
feel fewer competitive constraints on their fees.*

1.15 Inresponse to these findings, the Government introduced caps on the amount
of EMSN benefits paid for about 570 MBS items—such as obstetric services,
pregnancy related ultrasounds, assisted reproductive technology (ART) services,
cataract surgery, hair transplantation, a varicose veins procedure and midwifery
services.™

Extended Medicare Safety Net, Review of Capping Arrangements Report 2011
(2011 review)

1.16  The 2011 review evaluated:
. the operation of capping EMSN benefits;

. the extent to which EMSN caps had made the program more sustainable into
the future; and

. changes to fees charged, services provided and patient out-of-pocket costs for
the capped items since the introduction of EMSN caps.®

1.17  Although it was too early to gauge the full effect of EMSN caps,
CHERE reported that the capping arrangements had clearly reduced program
expenditure. CHERE warned however that there remained the possibility of increased
program expenditure:

For capped items, the introduction of EMSN caps has removed the
government's financial exposure to provider fee rises. However, the
government remains exposed to EMSN expenditure growth due to the

13  CHERE, Extended Medicare Safety Net, Review Report 2009, 2009, p. vii.
14  CHERE, Extended Medicare Safety Net, Review Report 2009, 2009, p. vii.

15 CHERE, Extended Medicare Safety Net, Review of Capping Arrangements Report 2011, 2011,
p. 3; Department, Submission 18, p. 8. The capping arrangements were accompanied by
increases in the Medicare rebate for a number of obstetrics services and a restructure of MBS
items for assisted reproductive technology services.

16 CHERE, Extended Medicare Safety Net, Review of Capping Arrangements Report 2011, 2011,
p. 3.



volume of services used, the number of people/families who qualify for
EMSN benefits, as well as fee increases for uncapped items."’

1.18 The EM refers to the Health Insurance Amendment (Extended Medicare
Safety Net) Act 2014, which increased the EMSN annual threshold for
non-concessional families and singles from $1,248.70 to $2,000, from 1 January 2015.
The EM stated that, while this change would slow expenditure growth, it would not
resolve fundamental structural problems within the program. For example, some
families and singles reach the annual threshold early in the calendar year, due to the
unlimited amount of out-of-pocket costs that can accumulate to the threshold.*®

2014-15 Budget

1.19 In the 2014-15 Budget, the Government announced that, from 1 January
2016, the OMSN, the EMSN and the Greatest Permissible Gap would be replaced by a
new Medicare Safety Net.™

MNew, simple Medicare Safety Net

Original Medicare
Safety Net New Medicare

Extended Medicare
Safety MNet

The Greatest Safety Net
Permissible Gap

Source: Australian Government, Budget Overview, 2014, p. 13.

1.20 The Government estimated that the proposed measure would achieve $266.7
million in savings over five years, by simplifying Medicare safety net arrangements.?
This estimate was reiterated in the EM and in evidence to the committee.*

17  CHERE, Extended Medicare Safety Net, Review of Capping Arrangements Report 2011, 2011,
p. 5.

18 EM,p.2.

19  Australian Government, Budget measures: budget paper no. 2: 2014-15, 2014, p. 145,
http://www.budget.gov.au/2015-16/content/bp2/html/bp2_expense-15.htm
(accessed 20 November 2015).

20  Australian Government, Budget measures: budget paper no. 2: 2014-15, 2014, p. 145.

21 EM, p. 7; Ms Maria Jolly, First Assistant Secretary, Medical Benefits Division, Department,
Committee Hansard, 16 November 2015, p. 37. Also see: Associate Professor Kees Van Gool,
Deputy Director, CHERE, Committee Hansard, 16 November 2015, p. 9, who indicated that
the estimated savings may be low due to the unknown impact of a generic cap on services.


http://www.budget.gov.au/2015-16/content/bp2/html/bp2_expense-15.htm
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Key features of the Bill

1.21

The Bill would introduce the new Medicare Safety Net from 1 January 2016.

The new Medicare Safety Net would be similar to the EMSN in that it would continue
to provide an additional rebate to families and singles whose out-of-pocket costs for
out-of-hospital Medicare services reach an annual threshold.?? The proposed safety net
would have the following features:

1.22

the rebate would cover up to 80 per cent of out-of-pocket costs, subject to a
new cap (150 per cent of the MBS fee less the general Medicare rebate); and

there would also be a limit on the total amount of out-of-pocket costs for an
out-of-hospital Medicare service that can be included in the calculation of the
annual threshold.?®

In addition:

Families will still be able to pool their out-of-pocket costs and there will be
a lower threshold for concession card holders and an intermediate threshold
for families eligible for [Family Tax Benefit Part A (FTB(A))] and singles
that are ‘confirmed singles' or are 'FTB(A) persons'. A number of rules are
being changed to improve administration of the programme for families.?

Key provisions and features

1.23

The key provisions of the Bill are contained in Part 1 of Schedule 1.

Some of these provisions and their corresponding features are:

item 6 removes the Greatest Permissible Gap;

item 7 removes the OMSN and EMSN and replaces them with the new
Medicare Safety Net (proposed Division 3 of Part I1-Medicare Benefits);

proposed Subdivision D of Division 3 provides for the safety net threshold,
including specifying the threshold that would apply to concessional people
($400), an FTB(A) person, a person confirmed as a member of an FTB(A)
family or a confirmed single ($700), and an unconfirmed single or a person
confirmed as a member of a family ($1,000) (proposed section 10DC);

proposed Subdivision P of Division 3 provides for the expenses for a service
that can accumulate toward the threshold—that is, the expenses are either
out-of-pocket costs or, if these exceed the ‘'maximum amount to be included in
safety net expenses for the service', then no more than that cap. A formula is
provided for calculation of the cap which includes a 150 per cent cap
(proposed section 10P);

22

23
24

25

EM, p. 2. The Health Insurance Amendment (Safety Net) Bill 2015 (Bill) removes the concepts
of the OMSN and Greatest Permissible Gap from the safety net arrangements.

EM, p. 1.

EM, p. 2. For a summary of the new streamlined arrangements, see Department, Submission 18,
pp 1 and 5.

Part 2 of Schedule 1 to the Bill contains one application provision only.
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. proposed Subdivision R of Division 3 sets out the methodology for
calculating the benefit amount, so that the rebate is either the ‘adjusted
expenses' for a particular service or the 'maximum safety net amount,
the formula for which includes a cap of 150 per cent (proposed section 10R);
and

. proposed Subdivision S deals with indexation matters—that is, the annual
threshold would be indexed on 1 January each year in accordance with the
Consumer Price Index (proposed section 10S).%

1.24 A table in the EM sets out the key changes to these program parameters,
together with examples of how the accumulation of out-of-pocket costs and the
amount of the rebate would be calculated under the new Medicare Safety Net.?’
Examples of the new Medicare Safety Net calculations are provided also in the
Department of Health's submission to the inquiry.?

Consideration by committees

1.25 The Senate Standing Committee for the Scrutiny of Bills considered but had
no comment on the Bill.*°

1.26  The Parliamentary Joint Committee on Human Rights (PJC-HR) has also
considered the Bill. In its Thirtieth Report of the 44" Parliament, the PJC-HR
considered that the changes to Medicare may limit the right to social security and the
right to health (Articles 9 and 12, respectively, of the International Covenant on
Economic Social and Cultural Rights (ICESCR)).*

1.27  The committee accepted that the Bill seeks to achieve a legitimate objective
for the purposes of international human rights law—that is, better targeting of the
safety net arrangements and ensuring that these arrangements are financially
sustainable.®! However, on the question of proportionality, the committee referred to
the explanation of the measure's impact, as contained in the EM's Statement of
Compatibility with Human Rights (Statement of Compatibility):

26 The EM contains further information regarding all provisions proposed in Part 1 of Schedule 1
to the Bill.

27  EM, pp 4-5.
28  Submission 18, Attachment A, pp 25-27.

29  Senate Standing Committee for the Scrutiny of Bills, Alert Digest No. 12 of 2015,
11 November 2015, p. 13,
http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Scrutiny of Bills/~/link.as
px?_id=9C088A1D713D4E768F32DA7371EA43D0& 7=z (accessed 20 November 2015).

30  Parliamentary Joint Committee on Human Rights (PJC—HR), Thirtieth Report of the 44"
Parliament, 10 November 2015, p. 15,
http://www.aph.gov.au/Parliamentary Business/Committees/Joint/Human_Rights/Completed i
nquiries/2015/Thirtieth_Report_of the _44th Parliament (accessed 20 November 2015).

31 EM, Statement of Compatibility with Human Rights (Statement of Compatibility), p. 9.



http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Scrutiny_of_Bills/%7E/link.aspx?_id=9C088A1D713D4E768F32DA7371EA43D0&_z=z
http://www.aph.gov.au/Parliamentary_Business/Committees/Senate/Scrutiny_of_Bills/%7E/link.aspx?_id=9C088A1D713D4E768F32DA7371EA43D0&_z=z
http://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Human_Rights/Completed_inquiries/2015/Thirtieth_Report_of_the_44th_Parliament
http://www.aph.gov.au/Parliamentary_Business/Committees/Joint/Human_Rights/Completed_inquiries/2015/Thirtieth_Report_of_the_44th_Parliament

The Commonwealth will continue to provide an additional rebate for
out-of-hospital medicare services once the threshold has been reached...

While the average benefit paid under the new medicare safety net will
reduce, the number of people that will receive a safety net benefit will
increase compared to the number of people who will receive a benefit under
the EMSN in 2015. It is anticipated that benefits under the new medicare
safety net will be more equitably distributed between socio-economically
advantaged and disadvantaged areas. Currently, the EMSN
disproportionally directs benefits to people living in more advantaged areas
and encourages fee inflation. This fee inflation disadvantages people who
do not qualify for safety net benefits.

The new medicare safety net threshold for people who qualify for a
Commonwealth concession card is lower than under the EMSN. Therefore
this Bill protects the benefits of individuals that are financially
disadvantaged.*

1.28  The committee reported that the position of financially disadvantaged people
does not appear to have been considered in the Bill. The committee also reported that
the Statement of Compatibility contains no information regarding how many
financially disadvantaged people will be worse off as a result of the changes and what
safeguards exist to ensure that such people are not barred from accessing appropriate
out-of-hospital medical services due to a reduction in benefits.

1.29  In summation, the committee questioned whether the measure proposed in the
Bill is a justifiable limitation on the rights contained in Articles 9 and 12 of the
ICESCR. The Minister has been requested to advise whether the limitation is a
reasonable and proportionate measure for the achievement of the objective,
with particular reference to the position of financially vulnerable people.** At the time
of writing, the PJC-HR has not published a response from the Minister.

Conduct of the inquiry and acknowledgement

1.30  Details of the inquiry, including links to the Bill and associated documents,
were placed on the committee's website.*® The committee also wrote to 11 individuals
and organisations, inviting submissions by 19 November 2015. The committee
received 29 submissions, which are listed at Appendix 1. All submissions were
published on the committee's website.

32 EM, Statement of Compatibility, pp 9-10.
33 PJC-HR, Thirtieth Report of the 44" Parliament, 10 November 2015, pp 17-18.
34  PJC-HR, Thirtieth Report of the 44™ Parliament, 10 November 2015, p. 18.

35  See: http://www.aph.gov.au/Parliamentary Business/Committees/Senate/Community Affairs
(accessed 20 November 2015).
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1.31  The committee held a public hearing in Canberra on 16 November 2015.
A list of witnesses who appeared at the hearing is at Appendix 2, and the Hansard
transcript is available through the committee's website. References in this report to the
Hansard are to the proof Hansard, and page numbers may vary between the proof and
the official Hansard transcript.

1.32 The committee thanks those individuals and organisations who made
submissions and who gave evidence at the public hearing.
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Chapter 2

Key issues

2.1 In general, witnesses and submitters supported the intent of the Bill
(see chapter one) but expressed concerns with either the proposed cap on expenses
that can accumulate toward the safety net threshold or the proposed cap on safety net
benefits. These matters are discussed below.

Justification for the New Medicare Safety Net

2.2 Some witnesses and submitters acknowledged the rationale and evidence base
identified by the Hon Sussan Ley MP, Minister for Health (Minister), for reform of
the current safety net arrangements." Dr Lesley Russell (appearing in a private
capacity) told the committee:

...reforms to the Medicare Safety Net arrangements are long overdue.
There is considerable evidence that the current arrangements are
inequitable, do not benefit those with the greatest need and continue to be
inflationary. This has led to increasing economic pressures on patients from
rising out-of-pocket costs, with consequences for their health outcomes,
quality of life and hospital budgets.?

2.3 Professor Kees Van Gool, Deputy Director of the Centre for Health
Economics Research and Evaluation (CHERE), and an author of the two Extended
Medicare Safety Net (EMSN) reviews, stated:

...the reforms are a step in the right direction because they no longer reward
highly excessive fees. They will simplify how the caps are set and the
lowering [of] the threshold for concession card holders is likely to benefit
more lower income households as well as singles. However, for these
reforms to be more effective, we need greater transparency on fees and the
fees charged by doctors. The reforms will place greater onus on competition
and, for competition to work, patients in particular need information about
the fees that doctors charge.®

2.4 Professor Van Gool suggested that patients and general practitioners (GPs)
should be provided with information on fees before a referral is written for specialist
service:

...a very simple way would be to make that sort of information available on
the internet. Providers would not have to provide their personal details.
But you could get an average charge for item 104, which is an initial

1 For example: Dr Michael Daubney, Chair, Binational Committee, Faculty of Psychotherapy,
Royal Australian and New Zealand College of Psychiatrists (RANZCP), Committee Hansard,
16 November 2015, p. 21; Dr Matthew Ritson, Submission 13, p. 1.

2 Committee Hansard, 16 November 2015, p. 7.

3 Deputy Director, Centre for Health Economic Research and Evaluation (CHERE), Committee
Hansard, 16 November 2015, p. 9.
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specialist consultation, on the internet for a particular postcode. That at
least would put some knowledge in the GP's hands about whether the
specialist they are referring to actually does bill in line with that average.*

2.5 The committee understands that Professor Van Gool was proposing
‘an information tool' based on data that is currently held by the Department of Health
(Department) and various other agencies, either at an aggregate or local level.
The committee considers that this could be a useful means of assisting patients and
their GPs to determine, and choose to utilise, an affordable service.® The committee
notes:

Minister Ley has publicly signalled her interest in this area, and the
department is undertaking some investigation into it...it is probably a
longer-term agenda, because it is going to require quite considerable
discussion with the professions involved, consideration of privacy issues,
and so on. But, certainly, from a policy standpoint an approach to
preventing fee inflation is more transparency in fee charging.’

New Medicare Safety Net Threshold

2.6 Proposed section 10DC of the Bill proposes three new thresholds, two of
which are lower than the existing EMSN thresholds.® The Department estimated that
the lower thresholds will enable an additional 53,000 people to access benefits under
the new Medicare Safety Net.’

Overall, this means there will be a relative shift towards concessional
access and increased access for single people without concession cards.
In addition, it is expected the accumulation benefit arrangements will mean
the proportion of benefits flowing to people currently charged up to 150 per
cent of the current MBS Fee will increase, meaning a greater share of safety
net benefits for those in lower socioeconomic areas.™

4 CHERE, Committee Hansard, 16 November 2015, pp 11-12. Also see Dr Lesley Russell,
Committee Hansard, 16 November 2015, p. 12.

5 CHERE, Committee Hansard, 16 November 2015, pp 11-12.

6 Also see: Ms Josephine Root, Policy Manager, Consumers Health Forum of Australia (CHFA),
Committee Hansard, 16 November 2015, pp 33-34, who argued that consumers in a limited
market are 'price takers' rather than 'price makers'.

7 Mr Andrew Stuart, Acting Secretary, Department of Health (Department), Committee Hansard,
16 November 2015, p. 46.

8 The threshold for Family Tax Benefit Part A recipients will increase slightly, from $638.40 to
$700.00.

9 Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 35. Mr Stuart
noted that 53,000 is a net figure, comprised of 80,500 more concession card holders and 27,500
fewer non-concessional people receiving benefits.

10  Department, Submission 18, p. 3.
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Ability to reach the new threshold

2.7 Submitters and witnesses supported lowering the safety net thresholds.
However, in view of proposed section 10P, which would limit the total amount of
out-of-pocket expenses for a service that can accumulate toward the threshold,
witnesses expressed concerns about people's ability to meet the new threshold.™

2.8 Professor Van Gool, for example, highlighted the two countervailing effects:

...on the one hand, the lowering of the thresholds—having lower thresholds
for singles as well as generous rules for defining a family will lead to more
people qualifying; on the other hand, the limitation on the out-of-pocket
costs that contribute to the thresholds will make it harder to qualify.*?

2.9 Dr Bastian Seidel, representing the Royal Australian College of General
Practitioners (RACGP), agreed that, in respect of general practice consultations, it will
be more difficult to reach the new threshold:

Currently, it would take, let's say, [around] about 16 consultations before
you reach the safety net covered by the general practice consultation; under
the proposed bill it would be 21 visits.*

2.10  According to witnesses, the practical effect of not reaching the new Medicare
Safety Net threshold is that a person would not qualify for this financial assistance
with their out-of-pocket costs, making healthcare more expensive and perhaps not
affordable.

More equitable distribution of benefits

2.11 The Statement of Compatibility with Human Rights in the Explanatory
Memorandum (EM) to the Bill notes that benefits under the new Medicare Safety Net
would be 'more equitably distributed between socio-economically advantaged and

disadvantaged areas'."

2.12  Some witnesses considered it difficult to gauge who would benefit from the
measure proposed in the Bill—sometimes due to a lack of published data and

11  For example: Ms Josephine Root, CHFA, Committee Hansard, 16 November 2015, p. 32.
12 CHERE, Committee Hansard, 16 November 2015, p. 8.

13 Tasmanian Faculty, Royal Australian College of General Practitioners, Committee Hansard,
16 November 2015, p. 2. General practice consultations account for only a small amount of
EMSN expenditure. In 2011, this amounted to $40.0 million of $311.8 million in expenditure:
CHERE, Extended Medicare Safety Net, Review of Capping Arrangements Report 2011, 2011,
p. 24,
http://www.health.gov.au/internet/main/publishing.nsf/Content/2011 Review_ Extended Medic
are_Safety Net/$File/Final%20Report%20-
%20Review%200f%20EMSN%20benefit%20capping%20June%202011.pdf
(accessed 20 November 2015).

14  Explanatory Memorandum (EM), Statement of Compatibility with Human Rights, p. 10.



http://www.health.gov.au/internet/main/publishing.nsf/Content/2011_Review_Extended_Medicare_Safety_Net/$File/Final%20Report%20-%20Review%20of%20EMSN%20benefit%20capping%20June%202011.pdf
http://www.health.gov.au/internet/main/publishing.nsf/Content/2011_Review_Extended_Medicare_Safety_Net/$File/Final%20Report%20-%20Review%20of%20EMSN%20benefit%20capping%20June%202011.pdf
http://www.health.gov.au/internet/main/publishing.nsf/Content/2011_Review_Extended_Medicare_Safety_Net/$File/Final%20Report%20-%20Review%20of%20EMSN%20benefit%20capping%20June%202011.pdf
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modelling—and whether the Bill would result in a more progressive distribution of
safety net benefits.™

2.13  Professor Van Gool questioned whether the Bill would lead to a change in the
type of people who qualify for a rebate under the new Medicare Safety Net,
noting that the Bill would likely have some redistributive effect toward lower income
households:

The answer depends on how many concession card families experience
annual costs between $400 and $638 and the general families with
out-of-pocket costs between $1,000 and $2,000 because these are the
people who stand to benefit under the new arrangements. If there are more
people in the former, in the concession card group, than in the latter,
I would expect a change in the threshold could lead to a more progressive
distribution of safety net benefits—that is, the safety net benefits should be
more going towards poorer communities or less wealthy areas. It should be
noted that concession card status is a poor proxy for household income.
There are many poor households who do not have concession cards and
there are many wealthy families who do...I do think that the lowering of
the threshold for concession card holders is likely to benefit more lower
income households, as well as singles. That should have some redistributive
effect on where the safety net benefits are going.*®

2.14  Professor Van Gool indicated that capping the total amount of out-of-pocket
expenses for a service that can accumulate toward the threshold would also impact
how many and what type of families qualify for safety net benefits:

To some extent, this part of the reform will disadvantage those who seek
services where the doctor fees are substantially above the Medicare
Benefits Schedule [(MBS)]fee but should have less impact on those who
see doctors who charge within the 150 per cent of the MBS fee. This reform
may invoke a number of changes on behalf of doctors and patients seeking
to derive maximum benefits from the safety net, in particular create greater
incentives for patients to seek out doctors who charge within the 150 per
cent of the Medicare schedule fee. This in turn may invoke some more price
competition amongst doctors. Another potential impact is that doctors may
redistribute their fees across items so that the fees across an episode of care
are better in line with the inherent incentives of the policy. Of course
another potential impact is that they may increase the volume of services or
try to increase the demand for the volume of services.’

2.15 Dr Dion Forstner, Dean of the Faculty of Radiation Oncology at the Royal
Australian and New Zealand College of Radiologists (RANZCR), rejected any

15  Australian Medical Association (AMA), Submission 6, p. 2. Dr Lesley Russell, Committee
Hansard, 16 November 2015, p. 10; Ms Josephine Root, CHFA, Committee Hansard,
16 November 2015, pp 32-33.

16 CHERE, Committee Hansard, 16 November 2015, pp 8 and 12.
17  CHERE, Committee Hansard, 16 November 2015, p. 8.
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suggestion that the Bill would affect only those in socio-economically advantaged
areas:

...a significant number of patients that access radiation therapy come from
a low-socioeconomic group...with private centres as the only accessible
centres in some areas, those of lower socioeconomic status do access the
private sector and would be impacted by a need to pay a larger gap.*®

2.16  Dr Forstner added that the need to pay higher out-of-pocket costs would
create 'some movement of patients from the private to the public sector,
with consequences for the viability of private practices and the subsequent impact on
public centres.*®

Department response

2.17  The Department informed the committee that 'the design of the new Medicare
safety net is evidence based'. In particular, the findings of the two independent
reviews have been used to set the parameters for the safety net, informed also by
current Medicare data.”

2.18 In its submission, the Department provided data about the current distribution
of EMSN benefits, highlighting that there continues to be inequity in the distribution
of these benefits across geographical areas, including by remoteness areas and based
on the socio-economic index for areas (SEIFA). For example, according to SEIFA,
Decile 10 (most advantaged) received 30.4 per cent of EMSN expenditure in 2013-14,
compared to Decile 1 (least advantaged) which received 2.2 per cent of EMSN
expenditure for the same period.?

2.19  The Department also set out some data in relation to the impact of the Bill on
three particular services:

. radiation oncology services—an additional 1,000 people (including 800
concession card holders) will receive safety net benefits under the new
arrangements due to lower thresholds;

. psychiatry services—an additional 2,300 people will receive safety net
benefits for psychiatry services; and

. assisted reproductive technology— the vast majority of patients will not be
financially impacted for their first IVF cycle but will receive about $850 less
for the second I\VF cycle.?

18  Dean, Faculty of Radiation Oncology, Royal Australian and New Zealand College of
Radiologists (RANZCR), Committee Hansard, 16 November 2015, p. 13. Also see: RANZCR,
Submission 14, pp [1-2[; Dr Rachel Falk, Submission 11, p. 2, who made similar arguments.

19 RANZCR, Committee Hansard, 16 November 2015, p. 14.

20  Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 36.
21  Department, Submission 18, pp 11-12.

22 Submission 18, pp 20-23.



16

2.20  The Department submitted that GP services currently account for only 0.7 per
cent of EMSN expenditure, as fees for these services are generally low and there is a
high bulk billing rate (91.3 per cent for concession card holders). This means that
concession card holders are unlikely to be affected by the Bill. Further:

The majority of people receiving safety net benefits for a GP service have
qualified for benefits from specialist services that year. In relation to
qualifying for the EMSN via GP visits only, a concessional person, charged
the 2014 average fee of $67.80, would qualify on their 21st service. Under
the new arrangements the same person would qualify on their 22nd
service.?®

2.21  The estimates were based on current patterns of safety net use and charging
by clinicians (specialists). However, the Department emphasised that the enactment of
the Bill is expected to change these behaviours:

...we actually expect that fee-charging behaviour will change. Fee-charging
behaviour changed when the new safety net was introduced...

With the changes in the incentives that this bill brings forward, we would
expect to see, again, a shift back, a changing in the pattern of charging by
specialists. But, assuming that that does not change, 80,000-plus more
concessionals will obtain benefits. We think that that number could be
larger, and we think that the losses that would be predicted to
non-concessionals could actually be lower if fee-charging behaviour
actually does change.**

Medical Benefits Schedule Review

2.22  Some witnesses referred to the fluid environment in which the Bill has been
introduced and, in particular, to the Medical Benefits Schedule Review
(MBS Review) that was announced by the Government in the 2015-16 Budget.”
It was argued that the introduction of the Bill is premature, as the MBS Review is not
due to report to the Minister until December 2015 (an interim report) and December
2016 (the final report containing recommendations).

23 Department, Submission 18, p. 23.

24 Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 36. Also see:
National Association of Practising Psychiatrists (NAPP), Submission 19, pp 3-4; Dr Matthew
Ritson, Submission 13; RANZCR, Submission 14, p. [3], who argued that, in their respective
areas, there is no room for further fee reductions.

25  Australian Government, Budget measures: budget paper no. 2: 2015-16, 2015, p. 104,
http://www.budget.gov.au/2015-16/content/bp2/download/BP2_consolidated.pdf
(accessed 20 November 2015). The Medical Benefits Schedule Review taskforce has been
appointed to consider how services can be aligned with contemporary clinical evidence and
improve health outcomes for patients, including a review of Medicare Benefits Schedule items
and their described service.

26 For example: Ms Josephine Root, CHFA, Committee Hansard, 16 November 2015, p. 34.
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2.23  For example, Dr Forstner told the committee that his organisation is
concerned about the number of major changes concurrently affecting the small
specialty of radiation oncology, without any apparent coordination:

The safety net change is just one of those. We are awaiting the outcome of a
review by the National Audit Office on Radiation Oncology Health
Program Grants, which are fundamental to the replacement of our
equipment—so capital expenditure. We obviously have the MBS review,
which we are very keen to participate in...We have had two major
[Medicza;re Services Advisory Committee] applications in for several years
now([.]

2.24  Dr Forstner indicated that, if the outcome of the MBS Review were a
modernisation of MBS fees such that they recognised the cost of providing treatments,
then RANZCR would be more inclined to support the Bill and, in particular, the 150
per cent safety net benefits cap.?®

2.25  The committee heard from the Department that the Bill has been introduced
separate to the MBS Review, and other reviews, as the proposed legislation deals with
a 'separate and different kind of problem'. An officer emphasised that the Bill focuses
on ‘access and costs in relation to patients', rather than clinical efficacy which is the
focus of the MBS review. Further:

...the safety net was never implemented with a consideration that it was a
tool to support the income of clinicians. The safety net was implemented
with the view that it was a tool to prevent excessive cost to patients.
The real problem about where we are now and why we are here now with
this legislation is that it has become a tool which is about income for
clinicians, and that is corrupting the purpose of the safety net, and we now
have a significant problem to solve.?®

2.26  The Department noted that the Bill also has a role to play in the development
of longer-term policy and healthcare reform:

...Implementation of the Medicare safety net changes now will provide
transparency and certainty, which can then be taken into consideration by
longer-term work programmes of the MBS Review Taskforce and the
Primary Health Care Advisory Group.*

Increased provider fees

2.27 The committee notes evidence that suggests provider fees have been
noticeably influenced by changes to the EMSN. Dr Russell told the committee that the

Department of Health, The MBS Review Taskforce Process webpage,
http://www.health.gov.au/internet/main/publishing.nsf/Content/ MBSRT process
(accessed 20 November 2015).

27  RANZCR, Committee Hansard, 16 November 2015, p. 13.

28 RANZCR, Committee Hansard, 16 November 2015, p. 16.

29  Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 40.
30  Submission 18, p. 24.
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main driver of out-of-pocket costs are specialist fees and, in the past 10 years, the data
tells a 'story of pressures and policy influences':

2.28

2.29

T

Although the average bulk-billing rate has barely changed for specialists,
the average out-of-pocket costs have more than doubled, from $32.66 to
$70.89. For individual specialties there have been some dramatic changes.
Most obviously, the bulk-billing rates for obstetrics—currently 51.5 per
cent—was only 21.8 per cent in the June quarter of 2005. We can assume
that this is due to the increases in the Medicare reimbursements that were
made as part of an effort to tackle the inappropriate use of the Extended
Medicare Safety Net. The bad news is that those obstetricians who do not
bulk bill have continued to increase their fees and the patient's average
contribution has risen from $51.75 in 2005 to $247.79 today.**

Professor Van Gool similarly noted that the 2011 review found that the
introduction of capping arrangements in 2010 had a number of unintended effects on
charging practices:

We found evidence of providers changing their fee structures—reducing
fees for capped items but increasing them for uncapped items. The review
found evidence of this among providers of plastic and reconstructive
surgery services. In addition, the review found evidence of an increase in
doctor fees of uncapped items that were complementary to capped items.
As the out-of-hospital fees for the cataract surgery items were falling,
the provider fees for anaesthesia for linked surgery increased substantially.
The new safety net will make it harder for these effects to take place.
The shift in billing practice between capped and uncapped items should no
longer occur under the reforms.

The Department also commented on EMSN expenditure over the period
2004-2014, highlighting that 'in some areas, this expenditure is continuing to increase
rapidly as a result of increases in the fees charged by providers' (see Table 2.1).%

Table 2.1: Extended Medicare Safety Net expenditure, 2004-2014

Year

2004 2003 2006 2007 2008 2009 2010 2011 2012 2013

EMEN

expenditure 1644 | $2722 | 32480 | $3103 | 34141 | $51e2 | $3422 | %3690 | 54004 | 33041
(5 million)

s change from
Previous year

633 58 286 207 247 -33.7 T8 109 3.8

Source: Department of Health, Submission 18, p. 9.

The Department advised that, by 2019-2020, EMSN expenditure is projected
to reach the same level as before capping was introduced. Its submission contained a

2.30

31  Committee Hansard, 16 November 2015, p. 7.
32  CHERE, Committee Hansard, 16 November 2015, p. 9. Also see: Mr Andrew Stuart,

Department, Committee Hansard, 16 November 2015, p. 37; Mr Michael Ryan, Acting

Assistant Secretary, Department, Committee Hansard, 16 November 2015, p. 37.
33 Submission 18, p. 9.
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useful comparison of this projection and the new Medicare Safety Net estimated
expenditure (Figure 2.1).

Figure 2.1: Extended Medicare Safety Net expenditure and new Medicare Safety
Net expenditure (projected), 2014-2020

GO0
=SSN By 2019-20

SO0 -

400 =

300

EMSN Expenditure (5 million)

200

100

2004 3005 2006 2007 2008 2009 2010 2011 2012 2013 014 2015 2016 2017 2018 2019 2020

Source: Department of Health, Submission 18, p. 10.

2.31  The committee heard that, subsequent to the introduction of caps on some
MBS items in 2010, there was some moderation in those providers' fees. However, for
uncapped MBS items—such as radiation oncology where fees significantly increased
in 2013-14—fee inflation and a corresponding increase in out-of-pocket costs is now
being observed.*

2.32  The Department submitted:

The introduction of safety net benefit caps for all MBS items is expected to
have a moderating effect on fee inflation, as demonstrated after the
introduction of capping on obstetrics and other services, such as eye
injections.

...one of the main incentives for fee inflation was the ability for people to
cross the threshold of the EMSN in a single high fee service. The new
Medicare safety net will respond to this issue by introducing a cap on the
amount per service that can count towards the threshold.*

Interaction between Medicare Benefits Schedule fees and the Bill

2.33  Some witnesses and submitters raised the issue of MBS fees and how the
current fee levels might interact with the proposal to introduce a 150 per cent cap on
benefits under the new Medicare Safety Net. Essentially, these witnesses argued that it

34 Department, Submission 18, p. 15.
35  Submission 18, p. 2.
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would no longer be financially viable to continue to provide some services, as the
MBS does not recognise the costs of providing the service and there would be no
capacity to recover those costs through the new Medicare Safety Net.*

2.34  For example, Dr Forstner gave the following evidence:

The MBS items are well underfunded. They have not been changed in
many years, and they have not kept up at all with the changing technology
that has occurred over the last 15 years. We have long been aware that, for a
private centre to keep its head above water, there needs to be in excess of
the schedule fee charged, and we believe that most of that safety net
component, which | think is about 13 per cent of what the MBS pays to
radiation oncology, is in fact due to the inadequate reimbursements rather
than any sort of scheming or manipulation of the system.*’

2.35  GenesisCare, the largest provider of radiation oncology in Australia,
made similar comments regarding the current level of MBS fees. Its evidence
suggested that evidence based MBS fees—potentially to be delivered though the MBS
Review—could work in tandem with the 150 per cent benefits limit proposed in the
Bill:

The MBS is out of date and in many cases does not reflect cost of service
provision. As such, a flat cap of 150 per cent, in many cases, puts federal
funding well below the cost of service delivery. The safety net has provided
a mechanism for private providers to manage these funding inequities to
date. We are keen to work with the department to resolve these funding
inequities through the MBS review; however, to cap benefits ahead of the
review is unsustainable.*®

2.36  Inresponse to these concerns, an officer from the Department emphasised that
the measure in the Bill is patient focussed:

...consultation with various professions has highlighted that the top-up to
the MBS rebate provided by the safety net has masked the dissatisfaction of
some providers with the underlying MBS item fee structure and other
aspects of remuneration...the safety net is not a reimbursement or
remuneration policy; it is a policy to protect the patients.*°

36  For example: AMA, Submission 6, p. 1; Dr Shirley Prager, President, NAPP,
Committee Hansard, 16 November 2015, p. 19.

37 RANZCR, Committee Hansard, 16 November 2015, p. 13. Also see p. 16.

38  Mr Keith Hansen, GenesisCare, Committee Hansard, 16 November 2015, p. 26. Mr Hansen
informed the committee that the potential impact of the Bill might be the closure of private
centres, the retirement of medical professionals, and the withdrawal of services,
with consequences for vulnerable patients and downstream costs: pp 29-31. However, the
Department did not believe there would be impacts in terms of the delivery of health services:
Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 44.

39  Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 35. Also see:
Department, Submission 18, p. 4.
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New Medicare Safety Net benefits cap

2.37  Proposed section 10R proposes to limit the total rebate on all MBS items to
150 per cent of the MBS fee for that service (the current cap for some services is 300
per cent). Some witnesses argued that the proposed provision will make services more
expensive for patients, as not all out-of-pocket costs will be rebated.*’ The committee
heard that this would especially affect patients with high medical needs—such as
multiple, complex and chronic conditions.**

2.38  Mr Keith Hansen, the Executive Manager of Cancer Care for GenesisCare,
told the committee that the safety net is the only insurance available to patients who
are not treated in the public health system:

With higher out-of-pocket costs, the legislation will...reduce the incentive
for patients to utilise private services, where they are currently making a
meaningful and direct contribution towards the cost of their
care... The outcome of the policy will be that more patients will be forced to
seek care in the public hospital system, where capacity is already limited
and care is often more expensive to deliver. In many cases, this will mean
longer wait times, increased travel burden and some patients not receiving
treatment, which will result in adverse health and social outcomes.
When taken together, it is highly likely that this policy will, in fact, increase
costs across the healthcare system. *?

2.39  The Department did not agree with this assessment of the public health
system, telling the committee:

...60 per cent of radiation oncology is provided in the public system. There
was a report last week by the [Australian Institute for Health and Welfare]
that accessibility is high and waiting times are low for the public system.
Of the remaining 40 per cent, about [seven] in 10 of those services are
provided by GenesisCare—so about [28] in every 100 are provided by
GenesisCare, and they have been growing very rapidly.

I do not have any particular problem with that. It is just to point out that the
main alternative to GenesisCare now is not another private provider;

40  AMA, Submission 6, p. 1; Private Mental Health Consumer Carer Network (Australia),
Submission 8, p. 3; Australian Psychoanalytical Society, Submission 9, p. [3]; Dr Katie
Dimarco, Submission 10; Fertility Society of Australia, Submission 24, p.1; Dr Bastian Seidel,
RACGP, Committee Hansard, 16 November 2015, p. 1; Mr Andrew Paine, Senior Analyst for
Economics, RANZCR, Committee Hansard, 16 November 2016, p. 14; Mr Keith Hansen,
GenesisCare, Committee Hansard, 16 November 2015, p. 26; Ms Josephine Root, CHFA,
Committee Hansard, 16 November 2015, pp 32-33.

41  For example: Australian Psychoanalytical Society, Submission 9; Dr Melinda Hill,
Submission 27.

42  Committee Hansard, 16 November 2015, p. 26. In contrast, intensive psychiatric treatment is
not available in the public sector which could result in those patients having no alternative but
to seek treatment in private centres: Dr Shirley Prager, NAPP, Committee Hansard,

16 November 2015, p. 18; Dr Gil Anaf, Vice President, NAPP, Committee Hansard,
16 November 2015, pp 18-19.



22

the main alternative is a public provider and that they provide good-quality
care, accessibility and timeliness.*

240 Mr Andrew Paine, the Senior Analyst for Economics at RANZCR,
expressed similar concern that the safety net benefits cap will disadvantage patients
with chronic medical needs, as most patients will have reached the 150 per cent cap by
the time they need to access radiation therapy (particularly in the area of breast
cancer). Mr Paine argued that, in seeking to increase access to safety net benefits
through lower thresholds, funds have been redirected away from the benefit amount
with the proposed cap:

People will reach the threshold earlier, but it is the chronic patients we are
concerned about—the ones with cancers for which there are...huge
Medicare expenditures or medical bills. It seems like the funding is going to
be transferred away from those chronic patients towards other people to
allow them to hit the threshold earlier.**

2.41  Dr Michael Daubney from the Royal Australian and New Zealand College of
Psychiatrists (RANZCP) highlighted concern for the continued treatment of patients
who require intensive psychotherapy services:

People with mental illness remain a particularly disadvantaged group in our
community. They suffer lower life expectancy, poorer employment and
education outcomes and frequently experience discrimination in a wide
range of areas. It is our belief that the bill, as it is proposed, will
unintentionally discriminate against those most in need of intensive
psychotherapy and therefore exacerbate the poor mental health of a small
but important group of Australians.*

2.42  In respect of intensive psychiatric treatment, Dr Shirley Prager, President of
the National Association of Practising Psychiatrists (NAPP), told the committee that
patients might not be able to continue treatment if the Bill, as currently drafted,
IS enacted:

We are concerned that [patients] will not be able to afford the $200 or more
per week for out-of-pocket expenses. Their psychiatrists will not be able to
lower their fees, because they will not be able to cover their overheads and
make a living. There is likely to be an increase in suicides and homicides.
Patients who are able to [function] with this treatment are likely to be
unable to work, and will be likely to go onto the disability pension.

43 Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 36; Department,
correspondence dated 19 November 2015 (received 19 November 2015).

Also see: Australian Institute of Health and Welfare, Radiotherapy in Australia: report on a
pilot data collection 2013-14, Cat. no. HSE 167, Canberra, 2015,
http://www.aihw.gov.au/publication-detail/?id=60129553437 (accessed 20 November 2015).

44  Committee Hansard, 16 November 2015, p. 14. Also see: RANZCR, Submission 14, p. [2].

45  Committee Hansard, 16 November 2015, p. 21. Also see: Dr Anne-Marie Swan,
Submission 26, p. 1.
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There may also be increased security risks, particularly in adolescent
patients.*°

243  The Private Mental Health Consumer Carer Network (Australia), NAPP,
RANZCP and GenesisCare supported legislative exemptions for certain MBS items,
to enable continuity of access to services for patients who would not be able to afford
treatment if the Bill were enacted with a 150 per cent cap on safety net benefits.*’

2.44  The committee heard that GenesisCare had earlier proposed a temporary 195
per cent cap for radiation oncology MBS items. Mr Hansen explained:

This amendment has the benefits of maintaining access to patient care,
protecting the government against any potential future price increases,
and delivering the bulk of budget savings. We earnestly request a temporary
cap be implemented for radiation oncology so we can actively support what
we believe is a reasonable and necessary change in policy. By working with
the government and the medical profession through the MBS review,
we can unlock real efficiency and innovation in the healthcare system,
which will drive long-term sustainability and improve health outcomes.*®

245  Ms Josephine Root, Policy Manager for the Consumers Health Forum of
Australia, told the committee that, in the absence of modelling, it is difficult to
determine precisely what cap percentage might be appropriate, to ensure access to
healthcare:

You would have to look at the 150 per cent figure if you were wanting to
get a better [health] outcome and...you need to look at what people are
actually paying. It is tricky to quickly come up with something which is
going to work better unless we can have a closer look at what people are
actually paying. I think more work needs to be done on the modelling and
the rat4ignale for the 150 per cent. | have not seen it in detail; 1 would like to
see it.

2.46  The committee notes that the Department consulted some stakeholder groups
following the budget announcement of the new Medicare Safety Net measure® and

46  Committee Hansard, 16 November 2015, p. 18. Many mental health treatments are not
available in the public sector: NAAP, Submission 19, pp 2-3; Medicare Working Party,
Australian Psychoanalytical Society, Submission 28, pp [3-4]; Dr Michael Daubney, RANZCP,
Committee Hansard, 16 November 2015, p. 20.

47  Private Mental Health Consumer Carer Network (Australia), Submission 8, p. 4; Dr Shirley
Prager, NAPP, Committee Hansard, 16 November 2015, p. 24; Dr Michael Daubney,
RANZCP, Committee Hansard, 16 November 2015, p. 25.

48  Committee Hansard, 16 November 2015, p. 27.
49  CHFA, Committee Hansard, 16 November 2015, p. 34.

50 Ms Natasha Ryan, Assistant Secretary, Medical Specialist Services Branch, Department,
Committee Hansard, 16 November 2015, p. 38.
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that the arguments presented by stakeholders were considered by Government prior to
the Bill's introduction into Parliament.™

2.47  GenesisCare was one of these stakeholders and, in relation to its capping
proposal, the Department concluded:

...that the current measure is the best one to go forward with. The essential
problem is that the more you raise the cap, the higher the costs and the
greater the inflationary impact will be. We are looking for behaviour
change from the clinicians...We have looked at a range of options for
advice to the minister and the government. This is quite a wicked problem.
...we are satisfied that the arrangements are simpler, more progressive and
less inflationary than the existing arrangements; therefore, better and
superior. Patients will find them a lot easier to understand, so will
clinicians, and they will have a less inflationary impact.>?

Committee view

2.48  The objective of the EMSN is to provide financial assistance to families and
singles whose out-of-pocket healthcare costs reach an annual threshold.
Evidence presented to the committee showed that, over more than 10 years, this
program has achieved inequitable and inflationary outcomes, failing to deliver
affordable access to high quality healthcare. The Bill proposes to remedy this situation
and, in the process, eliminate complexities and inconsistencies that have arisen within
the Medicare safety nets. The committee therefore supports the introduction of the
new Medicare Safety Net, as proposed in the Bill.

249 The committee acknowledges however that various stakeholders have
concerns about the proposed measure. To some degree, the lack of publicly available
data and modelling on the impact of the measure has caused unnecessary angst and
confusion. The committee notes that there is an evidence base to support the Bill,
some details of which were provided only on the request of the committee.
The committee considers that the imminent introduction of a new safety net with
fundamental parameter changes warrants explanation as to its anticipated effect and
that the EM to the Bill should be amended accordingly.

2.50 A particular issue to emerge from the evidence was that there is a great deal of
uncertainty about how the new Medicare Safety Net will operate and whether it will
achieve its stated objectives. The committee considers that it would be highly
beneficial to review these matters no more than five years after commencement of the
program, so that any shortcomings can be quickly identified and resolved.

51  Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 41. Also see:
Mr Keith Hansen, GenesisCare, Committee Hansard, 16 November 2015, p. 31.

52 Mr Andrew Stuart, Department, Committee Hansard, 16 November 2015, p. 38.
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2.51  The committee makes the following recommendations:
Recommendation 1

2.52  The committee recommends that the Department of Health amend the
Explanatory Memorandum to the Bill, to explain the data and modelling
underpinning the Bill, particularly the anticipated impact of the Bill on the
Australian community.

Recommendation 2

2.53  The committee recommends that the Bill be amended, to include a review
of the operation and outcomes of the new Medicare Safety Net no later than
1 January 2021.

Recommendation 3
2.54  The committee recommends that the Bill be passed.

Senator Zed Seselja
Chair
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Dissenting Report from the Australian Labor Party

1.1 Labor Senators do not support the Health Insurance Amendment (Safety Net)
Bill 2015 (Bill) being passed in its current form.

1.2 The evidence from witnesses opposing the Bill has been consistent and has
only served to raise additional concerns from those already identified by Labor since
its introduction.

1.3 Despite announcing the proposed changes in May 2014 and concerns being
raised since then, the Government has made no attempt to address the adverse impacts
that will inevitably be realised if this Bill were to be passed in its current form.

1.4 Writing for The Conversation on 15 May 2014, Dr Anne-marie Boxall
identified a number of the problems with the proposed changes, none of which have
been addressed in the following months.*

1.5 The fundamental premise of this Bill is to achieve savings of some $267
million. This is especially obvious in light of the Government's decision to pursue
these changes irrespective of any recommendations coming from the Medicare
Benefits Schedule Review Taskforce or Primary Health Care Advisory Group: an
issue raised consistently throughout the inquiry.

1.6 In its submission, the Consumers Health Forum of Australia raised this point
specifically:

...this legislation is premature given that the Government is in the middle

of reviews of the Medicare Benefits Schedule and looking at alternate ways

of funding primary health care through the Primary Health Care Advisory

Group process. Both reviews are likely to make recommendations on fee

for service and possibly schedule fees and these could have significant

implications for the safety nets.?

1.7 Labor Senators are not opposed to considered changes to the Medicare safety
nets that aim to simplifying existing arrangements that also make them more
accessible to those who need them. Such a focus will not be successful if its principal
driver is cost savings.

1.8 Labor Senators are especially concerned by the likely impact on patients
needing ongoing access to psychiatrists, cancer patients and those accessing assisted
reproductive technology services, and the Government's lack of attention on
addressing these impacts.

The case for change

1.9 Labor Senators acknowledge that the safety net thresholds are being lowered
for all patients however at the same time restrictions will be placed on what

1 A Boxall, 'A new, simpler Medicare safety net...but with holes', The Conversation,
15 May 2014.

2 Submission 2, p. 2.
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out-of-pocket costs can accumulate towards the thresholds and caps will be placed on
the benefits payable once patients reach the safety net.

1.10  When changes were made to the Extended Medicare Safety Net in 2009,
they were supported by an independent review conducted by the Centre for Health
Economics Research and Evaluation at the University of Technology, Sydney.
No such independent review exists to support these changes, nor has the Department
of Health (Department) provided the data to support the changes proposed in the Bill.

1.11  Inits submission, the Australian Medical Association put the position that:

No information has been provided that demonstrates how the safety nets
currently support patients who need to access private medical care outside
of hospital, where the providers' fees are commensurate with meeting the
costs of providing the service.

Without transparency of this data, patients are being asked to accept that
they won't be worse off as a result of this Bill, and medical practices will be
left to explain to their patients why their out-of-pocket costs have
increased.’

1.12  Similarly, the Royal Australian College of General Practitioners (RACGP)
stated it has:

...significant concerns that the proposed changes will leave all patients with
greater out-of-pocket costs. Although the safety net thresholds have been
lowered, it will be harder for patients to reach the threshold because less of
their out-of-pocket expenses will count toward it. Once patients reach the
threshold, less of their out-of-pocket cost is covered.”

The RACGP went on to express further doubt that provider behaviour would actually
change if this Bill were to be passed, failing to meet the stated policy objective of
addressing fee inflation.

The impact on patients needing ongoing access to psychiatrists

1.13  Dr Michael Daubney, representing the President and Chief Executive Officer
of the Royal Australian and New Zealand College of Psychiatrists (RANZCP),
told the inquiry the College is:

...very concerned about the impact that the proposed new Medicare Safety
Net will have on vulnerable people with mental illness who require
long-term intensive psychotherapy. The RANZCP has raised these concerns
continually since the policy was first introduced as part of the 2014-15
budget measure. Despite these representations, the RANZCP is
disappointed that there appears to be no real attempt to address these
[concerns]...

People with mental illness remain a particularly disadvantaged group in our
community. They suffer lower life expectancy, poorer employment and

3 Submission 6, p. 3.
4 Submission 15, p. 1.
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education outcomes and frequently experience discrimination in a wide
range of areas. It is our belief that the bill, as it is proposed, will
unintentionally discriminate against those most in need of intensive
psychotherapy and therefore exacerbate the poor mental health of a small
but important group of Australians.”

1.14  Evidence provided by Dr Shirley Prager and Dr Gil Anaf, the President and
Vice President of the National Association of Practising Psychiatrists respectively,
expressed concern about the impact on families where multiple members need
psychiatric treatment and where this treatment may be provided by different
psychiatrists, including those patients with histories of abuse and sexual disorder;
patients needing long-term intensive psychiatric treatment; patients who need hospital
in the home and who need to be seen daily; patients with multiple illness, for example:
and patients who have both psychiatric disorder and who also suffer from cancer.

1.15  Dr Prager provided evidence to the Committee that:

When we look at patients receiving intensive psychiatric treatment, we are
concerned that they will not be able to access treatment if this bill becomes
law. We are concerned that they will not be able to afford the $200 or more
per week for out-of-pocket expenses. Their psychiatrists will not be able to
lower their fees, because they will not be able to cover their overheads and
make a living. There is likely to be an increase in suicides and homicides.
Patients who are able to work with this treatment are likely to be unable to
work, and will be likely to go onto the disability pension. There may also be
increased security risks, particularly in adolescent patients.

There will be no net savings that we can see. There will be increased costs
due to increasing disability pensions and loss of taxes from earnings.
There will be increased costs due to the emergency ward attendances and
admissions to hospital. There will be increased costs due to contact with the
criminal justice system and for incarceration. For example, the cost of one
year in jail is $100,000.°

1.16 A submission from the Private Mental Health Consumer Carer Network
further reflected these concerns. In its submission, the Network provided evidence
that:

The other main concern we have is that a large number of consumers may
not be able to afford longer term psychiatric treatment including
psychotherapy, which would be disastrous for mental health provision in
Australia.

Many of the people affected are often not in a position to fund the gap.
These consumers are people who are deeply distressed, live with constant
suicidal thoughts, have experienced significant childhood trauma,
have treatment resistant mental illnesses such as anxiety, depression,

5 Chair, Binational Committee, Faculty of Psychotherapy, Royal Australian and New Zealand
College of Psychiatrists, Committee Hansard, 16 November 2015, pp 20-21.

6 President, National Association of Practising Psychiatrists, Committee Hansard,
16 November 2015, p. 18.
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personality disorders, developmental disorders and/or combination of these
with significant co-morbidity. These are people who to a large extent
struggling with daily functioning. They are both male and female,
from across the lifespan, geographic locations and levels of education with
many being Centrelink recipients.’

1.17  Dr Tim Alexander, a Fellow of the RANZCP and member of the Faculty of
Psychotherapy within RANZCP, also submitted:

...the Bill in its current form, with the current item numbers in place,
will cause an inequity: a significant number of patients who receive more
than once week psychotherapy treatment from psychiatrists specialised in
this area, will no longer able to afford the treatment.®

1.18  Despite these concerns having been raised since the proposed changes were
announced in May 2014, the Government has made no attempt to address them.

The impact on radiation oncology patients

1.19 Inits evidence to the committee, the Department identified radiation oncology
as an area where 'clinicians are making the most from the safety net in comparison
with the overall [Medicare Benefits Schedule] fees’, going on to say '60 per cent of
radiation oncology is provided in the public system".’

1.20  In correspondence to the committee, the Department stated that 'around seven
in 10 private services which are provided by GenesisCare—or about 28 in every 100
of total radiation oncology services (out of hospital) which are provided by

GenesisCare'.1°

1.21  The Department was not able to provide evidence that billing practices would
change, ensuring patients were not left with significant new out-of-pocket costs.

1.22  Inits submission, GenesisCare stated that 'the proposed [Medicare Safety Net]
Cap will restrict patient access to cancer treatment'.'* Cameos provided in its
submission provided examples of a 62 year old prostate cancer patient from Albury
facing a 270 per cent increase, or $8,000, in his out-of-pocket costs, and another
example of a 71 year old patient from Adelaide with a malignant melanoma facing a
370 per cent increase, or $7,400, for their Stereotactic Radiosurgery treatment.

1.23  Labor Senators do not believe the case has been made that the proposed
changes will increase competition in radiation oncology, or that they will not see
access restricted and significant new out-of-pocket costs for private patients needing
access to radiation oncology.

7 Submission 8, p. 2.
8 Submission 2, p. 1.

9 Mr Andrew Stuart, Acting Secretary, Department of Health (Department), Committee Hansard,
16 November 2015, pp 37 and 39.

10  Department, correspondence dated 19 November 2015 (received 19 November 2015)
11 Submission 4, p. 3.
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The impact on patients accessing assisted reproductive technology services

1.24  In evidence provided by the Department, the First Assistant Secretary
responsible for the Medical Benefits Division confirmed:

...based on the current arrangements certainly for assisted reproductive
technology our analysis says that the second and further cycles may leave a
patient around $850 out of pocket, but that is again based on current billing
practices and current use patterns.*?

1.25 However, in its submission to the inquiry, the IVVF Directors Group and the
Fertility Society of Australia submitted that 'the proposed changes are sharply

regressive in nature and will have a more marked impact on the ability of the less

well-off to access the treatments they need'.*?

Conclusion

1.26  Labor Senators call on the Government to abandon its plans to pursue this Bill
and instead conduct a comprehensive review into the efficacy of the existing Medicare
safety net arrangements, especially in light of any recommendations of the Medicare
Benefits Schedule Review Taskforce and Primary Health Care Advisory Group.

Recommendation 1
1.27  Labor Senators recommend that the Senate oppose this Bill.

Senator Carol Brown Senator Katy Gallagher

Senator Claire Moore

12 Ms Maria Jolly, Department, Committee Hansard, 16 November 2015, p. 45.
13 Submission 24, p. 2.
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APPENDIX 1

Submissions and additional information received by the

Committee
Submissions
1 Name Withheld
2 Dr Tim Alexander
3 Ms Lita Stevens
4 GenesisCare Ltd
5 Dr Eugen Koh
6 Australian Medical Association
7 Centre for Health Economics Research and Evaluation, University of
Technology, Sydney
8 Private Mental Health Consumer Carer Network (Australia)
9 Australian Psychoanalytical Society (plus an attachment)
10  Dr Katie Dimarco
11  Confidential
12 Dr Jeffrey Streimer (plus an attachment)
13  Dr Matthew Ritson
14 Royal Australian and New Zealand College of Radiologists (plus an
attachment)
15  Royal Australian College of General Practitioners
16  Confidential
17  Psychoanalytic Psychotherapy Association of Australasia
18  Department of Health
19 National Association of Practising Psychiatrists
20  Australian Doctors' Fund

21

Consumers Health Forum of Australia
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22
23
24
25
26
27
28

29

Name Withheld

Confidential

Fertility Society of Australia, IVF Directors Group

Royal Australian and New Zealand College of Psychiatrists
Dr Anne-Marie Swan

Dr Melinda Hill

Medicare Working Party, Australian Psychoanalytical Society (plus an
attachment)

Access Australia's National Infertility Network Ltd

Additional Information

1 Correspondence from GenesisCare to the Minister for Health, dated
17 March 2015, from GenesisCare, received 13 November 2015

2 Correspondence from GenesisCare to the Minister for Health, dated
23 July 2015, from GenesisCare, received 13 November 2015

3 The Efficacy of Psychodynamic Psychotherapy, journal artical by
Jonathan Shedler, from Dr Anne-Marie Swan, received 19 November
2015

Correspondence

1 Correspondence clarifying evidence given at Canberra public hearing on

16 November, from Department of Health, received 19 November 2015

Answers to Questions on Notice

1

Answers to Questions taken on Notice during 16 November public
hearing, received from Department of Health, 19 November 2015
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Public hearings

Monday, 16 November 2015
Parliament House, Canberra
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Royal Australian College of General Practitioners
SEIDEL, Dr Bastian, Chair, Tasmanian Faculty

RUSSELL, Dr Lesley, Private Capacity

VAN GOOL, Associate Professor Kees, Deputy Director, Centre for Health
Economics Research and Evaluation, University of Technology Sydney

Royal Australian and New Zealand College of Radiologists
FORSTNER, Dr Dion, Dean, Faculty of Radiation Oncology
PAINE, Mr Andrew, Senior Analyst for Economics

National Association of Practising Psychiatrists
PRAGER, Dr Shirley, President
ANAF, Dr Gil, Vice President

Royal Australian and New Zealand College of Psychiatrists
DAUBNEY, Dr Michael Francis, Chair, Binational Committee, Faculty of
Psychotherapy

GenesisCare

HEINER, Dr Nathaniel David, Chief Medical Officer

HANSEN, Mr Keith Andrew, Executive Manager, Cancer Care

GUINEY, Dr Michael John, Radiation Oncologist, Radiation Oncology Victoria
STUBBS, Mr John, Director, CanSpeak Australia

Consumers Health Forum of Australia
ROOT, Ms Josephine Mary, Policy Manager

Department of Health

STUART, Mr Andrew, Acting Secretary

JOLLY, Ms Maria, First Assistant Secretary, Medical Benefits Division

RYAN, Ms Natasha, Assistant Secretary, Medical Specialist Services Branch
RYAN, Mr Michael, Acting Assistant Secretary, Private Health Insurance Branch
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