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Health Insurance Amendment (100% Medicare Rebate and Other
Measures) Bill 2004
Date Introduced: 17 November 2004
House: Representatives
Portfolio: Health and Ageing
Commencement: Clauses 1 to 3 and Schedule 2 of the Bill commence on the
Bill receiving Royal Assent; Schedule 1 commences on 1 January 2005.

Purpose
The Bill proposes to amend the Health Insurance Act 1973 for the following purposes:
1. Schedule 1 will increase the Medicare benefit from 85 per cent to 100 per cent of
the Medicare Benefits Schedule fee for general practitioner services, and
2. Schedule 2 will refine the eligibility requirements for the Medicare safety net, to
ensure all families who are eligible for Family Tax Benefit A are eligible for the
lower $300 safety net threshold.

Background
Schedule 1—100% Medicare Benefit for certain GP services
100 per cent Medicare
The government’s ‘100% Medicare’ policy, announced during the 2004 federal election
campaign, is the latest in a series of reforms to the Medicare system which have taken
place this year.
Medicare provides free or subsidised access to services provided by doctors and certain
other medical practitioners for all Australians.1 The services covered by Medicare are
contained in the Medicare Benefits Schedule (MBS). The Medicare benefit, or rebate, for
services provided outside a hospital is usually 85 per cent of the fee set out in the MBS
(‘the schedule fee’). The amendments contained in Schedule 1 of this Bill aim to make
general practitioner (GP) services more affordable by increasing the Medicare benefit to
100 per cent of the schedule fee for all GP services (both those that are bulk billed, and
those that are not).
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For example, a standard consultation with a GP lasting 15-20 minutes (item 23 on the
MBS) has a schedule fee of $30.85.2 The 85 per cent Medicare rebate for this service is
$26.25. The amendments to the Health Insurance Act proposed by this Bill will increase
the rebate for this service by $4.60 to $30.85. This means that, for a standard GP
consultation:
•

where the doctor bulk bills (that is, where the doctor accepts the Medicare benefit as
full payment for the service, and bills Medicare directly, thus providing the service
free at the point of delivery to the patient), the doctor will receive an extra $4.60 as
payment for the service, and

•

where the doctor does not bulk bill, the patient will receive an additional $4.60 of
Medicare benefit. For example, under the current arrangements patients receive a
Medicare benefit of $26.25 for a standard GP consultation. Under the new
arrangements proposed by this Bill, patients will receive a rebate of $30.85. This
means that, if a doctor charges $50 for a standard consultation, the patient’s out-ofpocket costs (the difference between the fee charged upfront and the Medicare benefit)
will be reduced from around $24 to around $19.

The measures proposed by this Bill will be complemented by an increase in the fees GPs
receive from the Department of Veterans’ Affairs for services provided to eligible veterans
and war widows through the Repatriation Comprehensive Care Scheme.3 The
arrangements through which the Department of Veterans’ Affairs remunerates GPs who
provide services to eligible veterans and war widows are set out in a Memorandum of
Understanding between the government and the Australian Medical Association (AMA).4
Thus, no legislative change is required for these fees to be increased.
Cost
The measures contained in Schedule 1 of the Bill are estimated to cost approximately
$1.718 billion over the four years 2004–05 to 2007–08:5
Policy Measure
Increase in Medicare rebate to
100% of schedule fee
Implementation cost (Health
Insurance Commission)
TOTAL

2004-05
($m)

2005-06
($m)

2006-07
$m)

2007-08
($m)

Total
($m)

204.3

505.2

503.6

504.5

1717.6

0.6

0.0

0.0

0.0

0.6

204.9

505.2

503.6

504.5

1718.2

Warning:
This Digest was prepared for debate. It reflects the legislation as introduced and does not canvass subsequent amendments.
This Digest does not have any official legal status. Other sources should be consulted to determine the subsequent official status of the Bill.

4

Health Insurance Amendment (100% Medicare Rebate and Other Measures) Bill 2004

Strengthening Medicare
The measures contained in Schedule 1 of the Bill are the latest in a series of reforms to
Medicare which have taken place this year, under the auspices of the government’s
‘Strengthening Medicare’ package.6 The major reforms contained in the ‘Strengthening
Medicare’ package included:
•

a series of incentive payments for GPs, to encourage bulk billing of concession card
holders and children under the age of 16 years, particularly in regional, rural and
remote areas

•

the introduction of a new Medicare Safety Net, which provides reimbursement of 80
per cent of all out-of-pocket costs for medical services provided outside hospitals (that
is, doctors visits and medical tests such as pathology examinations) once certain
thresholds are reached

•

a series of measures designed to address medical workforce issues, including
additional medical school places, additional GP training places, assistance for GPs and
specialists re-entering the workforce, incentives for non-vocationally registered GPs to
work in areas of workforce shortage, increased recruitment of qualified health
professionals from overseas to work in areas of workforce shortage, arrangements for
more ‘pre-vocational’ doctors to work in outer metropolitan, regional, rural and remote
areas, and expanded support for general practice nurses, and

•

making Medicare rebates available in certain circumstances for services provided by
certain allied health professionals—such as Aboriginal health workers, audiologists,
dieticians, mental health workers, occupational therapists, physiotherapists, podiatrists,
chiropractors, osteopaths, psychologists and speech pathologists and dentists—to
people with chronic conditions and complex care needs.

The total cost of the measures contained in the Strengthening Medicare package were
initially estimated to be approximately $2.9 billion over four years.7 However, figures
contained in the Pre-Election Fiscal and Economic Outlook released by Treasury prior to
the election suggest the cost of the new Medicare Safety Net will be around double the
approximately $120 million originally forecast in this financial year.8 If this expenditure
pattern on the Safety Net is repeated over the years of the current forward estimates, the
Safety Net will cost more than $1 billion over the next four years (compared to the
original forecast of $440 million), bringing the total cost of the measures contained in the
Strengthening Medicare package to approximately $3.4 billion over the next four years. In
addition to other spending commitments on Medicare (worth $392.9 million over four
years) announced during the election campaign,9 the measures contained in this Bill, worth
approximately $1.7 billion over four years, will take the government’s total spending
commitments on Medicare made this year to $5.5 billion.
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Position of significant interest groups
The government’s 100% Medicare policy received a mixed reaction from interest groups
within the health sector when it was announced during the federal election campaign. In
this context, it is important to note that the policy was announced on the same day as
Labor’s Medicare policy—which also proposed increasing the Medicare rebate to 100 per
cent of the schedule fee for GP consultations, but only for those that were bulk billed—
thus much of the commentary on the 100% Medicare policy took the form of comparison
with Labor’s Medicare policy.
The AMA welcomed the policy, arguing that the increase in rebates would improve access
to, and affordability of, GP services. In particular, the AMA argued that it was important
for increases in rebates not to be tied to bulk billing, since bulk billing should not be seen
as ‘a measure of the health of the medical system in this country’. Accordingly, AMA
President Dr Bill Glasson argued that the government’s policy was preferable to Labor’s
Medicare policy because it allowed ‘flexibility between those [doctors] who want to bulk
bill and those who don’t’.10
Other doctors’ organisations and interest groups have been more circumspect, however.
The Doctors Reform Society, for example, suggested that the ‘unconditional’ increase in
the rebate would lead to increases in doctors’ fees. Doctors Reform Society President Dr
Tim Woodruff argued that ‘doctors, who believe they are underpaid, will absorb any
increases for their practice and simply charge the patient more’. Thus, according to Dr
Woodruff, the measures contained in the 100% Medicare policy would not address
‘financial barriers to accessing quality health care’, as there would be little if any change
in bulk billing rates as a result of the rebate increase.11 Similarly, the Australian
Consumers’ Association argued that the increase in rebates would not necessarily benefit
patients, as this would depend on whether GPs decide to pass the benefit on.12
‘Affordability’
The central claim of the government’s 100% Medicare policy is that it will make GP
services ‘more affordable for everyone’.13 The government argues that this will be the case
for GP visits where doctors charge their fees upfront, as patients will benefit from a higher
Medicare rebate, which should translate to lower out-of-pocket costs.14 The government
also argues that the higher rebate for GP services, which is in addition to the bulk billing
incentives contained in the ‘Strengthening Medicare’ package, will encourage GPs to bulk
bill, thus improving the affordability of GP services overall.15
It is possible that the higher rebate will provide an incentive for GPs to bulk bill,
particularly as it is in addition to the bulk billing incentives contained in the Strengthening
Medicare package. The Strengthening Medicare bulk billing incentives, which came into
effect earlier this year, did lead to a rise in the national GP bulk billing rate. Therefore it is
reasonable to expect that the higher Medicare rebates proposed by this Bill might lead to a
further increase in GP bulk billing. On the other hand, unlike the bulk billing incentives
Warning:
This Digest was prepared for debate. It reflects the legislation as introduced and does not canvass subsequent amendments.
This Digest does not have any official legal status. Other sources should be consulted to determine the subsequent official status of the Bill.

6

Health Insurance Amendment (100% Medicare Rebate and Other Measures) Bill 2004

included in ‘Strengthening Medicare’, the increased rebate is not tied to services being
bulk billed, and therefore there is probably no real incentive in the measures contained in
the Bill for GPs to start bulk billing (as against continuing to charge a co-payment) if they
are not already doing so.
The government’s claims about reduced out-of-pocket costs for non-bulk billed services—
that is, those services where doctors charge a fee upfront and the patient claims a rebate
from Medicare—are perhaps even more contentious. It is the case that for those services
where doctors charge fees upfront and patients pay a co-payment, that patients will be
entitled to a higher rebate from Medicare (as explained above, for a standard 15-20 minute
GP consultation, the existing rebate is $26.25; the new rebate, under the measures
proposed by this Bill, will be $30.85, an increase of $4.60). However, the most important
measure of affordability is not the actual amount of the Medicare benefit for a particular
service, but the out-of-pocket cost associated with the service.
In the example given above, if a doctor charges $50 for a standard consultation, her or his
patients’ out-of-pocket costs will be reduced from $24 to $19 under the measures proposed
by this Bill. Yet this will only be the case while the doctor does not raise her of his fees. If,
for example, the same doctor was to raise the fee for a standard consultation to $54 or $55,
the patient would still be entitled to the higher Medicare benefit of $30.85, but her or his
out-of-pocket costs would be around $23 or $24, thus negating the effect of the higher
Medicare benefit on the out-of-pocket cost (and therefore, the affordability) or the service.
In other words, if doctors increase their fees, but patients’ out-of-pocket costs remain the
same, it will be doctors, rather than patients, who will have benefited from the higher
rebates. While there may be a case for increasing doctors fees, this is a separate issue: the
central claim made by the government in relation to the 100% Medicare policy is that it
will improve affordability.
The government has rejected concerns that the benefit to patients from the higher rebate
will be eroded by doctors charging higher fees.16 However, there is evidence to suggest
that doctors’ fees are set to rise in the next 6-12 months:
•

the AMA’s annual list of recommended fees and charges, released in October,
recommended increasing the fee for a standard GP consultation by $2, to $54,17 and

•

a survey of 450 GPs in NSW and Victoria conducted for the Sun-Herald newspaper in
October found that 59 per cent of GPs surveyed intended to increase their fees in the
next six months. Further, 15 per cent of GPs surveyed said they intended to reduce
their bulk billing work.18

The AMA list of recommended fees and charges is only a guide for its members, so the
AMA’s recommended fee increase will not in itself necessarily lead to widespread
increases in doctors fees. However, the results of the Sun-Herald survey suggest at least
some fee increases are likely. If it turns out to be the case that doctors fees do rise, the
benefit to patients of reduced out-of-pocket costs from the higher rebate will be eroded (at

Warning:
This Digest was prepared for debate. It reflects the legislation as introduced and does not canvass subsequent amendments.
This Digest does not have any official legal status. Other sources should be consulted to determine the subsequent official status of the Bill.

Health Insurance Amendment (100% Medicare Rebate and Other Measures) Bill 2004

7

least to some extent). This weakens the government’s claim that the measures contained in
the Bill will make GP services more affordable.
ALP/Australian Democrat/Greens policy positions
Labor has not announced its position on the measures proposed in the Bill.19 As noted
above, however, Labor released its election policy on Medicare on the same day as the
government announced the 100% Medicare measures. Labor’s policy contained a similar
proposal to increase the Medicare rebate to 100 per cent of the schedule fee for GP
consultations, but only for those consultations which were bulk billed. Accordingly, when
the government’s policy was announced, Labor was critical of the government’s proposal
to increase the Medicare rebate to 100 per cent of the schedule fee for all GP services,
without there being any incentive to bulk bill.20
According to media reports, the Australian Democrats health spokeswoman Senator Lyn
Allison, and Australian Progressive Alliance Senator Meg Lees have indicated they would
be unlikely to oppose the measures contained in the Bill in the Senate.21 The Australian
Greens have not announced a formal position on the measures contained in the Bill,
though Greens Senator Kerry Nettle criticised the 100% Medicare policy for its lack of
bulk billing incentives when the policy was announced during the election campaign.

Schedule 2—refinement of Medicare Safety Net criteria
As noted above, the new Medicare Safety Net— under which 80 per cent of out-of-pocket
medical expenses for medical services provided outside hospital will be reimbursed once
certain thresholds are reached—was introduced as part of the Strengthening Medicare
package earlier this year.22
The new Safety Net has been the most controversial aspect of the Strengthening Medicare
package: Labor and other commentators, have argued, for example, that the Safety Net
will have an inflationary effect on medical expenses (as doctors take advantage of the fact
that their patients will have 80 per cent of their out-of-pocket costs covered once they have
reached the safety net threshold, and charge higher fees).23 This argument has been lent
some credence by data from the Department of Health and Ageing showing out-of-pocket
costs increasing after the Safety Net was introduced in March.24 Further, as noted above,
figures released by Treasury during the election campaign show that the Safety Net is
costing considerably more than originally anticipated.25 On the other hand, the Health
Minister, Tony Abbott, argues that the safety net is ‘the biggest structural improvement to
Medicare since it began 20 years ago’, since it effectively provides insurance against high
out-of-pocket medical costs.26 Similarly, the AMA strongly supports the Safety Net,
arguing that it provides ‘great comfort and security for the poorest and sickest in the
community’.27
The amendments contained in Schedule 2 of this Bill, do not represent any change in
government policy on the Safety Net. Rather, they refine the Safety Net eligibility criteria
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contained in the Health Insurance Act, to ensure that families eligible for the Family Tax
Benefit A (FTB(A)) are eligible for the lower $300 threshold, as was intended in the
original policy: in the existing legislation, for the purposes of the Safety Net an FTB(A)
family is defined as a family in receipt of FTB(A) payments. However, some families who
are eligible for the FTB(A), for a range of reasons,28 may not actually be in receipt of
FTB(A) payments. The amendment to the legislation proposed by Schedule 2 of the Bill
will allow these families to be eligible for the $300 threshold.
Cost
According to the Explanatory Memorandum accompanying the Bill, there is no cost
associated with the measures contained in Schedule 2 because these were included in the
original costing of the Strengthening Medicare package.29
Position of significant interest groups
Since the measures contained in Schedule 2 of the Bill represent a minor amendment to
the safety net legislation and do not constitute a change in, or introduction of new,
government policy, interest groups within the health sector have not announced positions.
As indicated above, the AMA strongly supports the Medicare Safety Net itself, while other
doctors groups such as the Doctors Reform Society have been more equivocal about both
the sustainability and long term benefits of the Safety Net system.30
ALP/Australian Democrat/Greens policy positions
As is the case for significant interest groups, because the measures contained in Schedule
2 of the Bill are relatively minor, the ALP, the minor parties, and independent
parliamentarians have not announced positions on the amendments proposed by Schedule
2. However, as indicated above, Labor opposed the introduction of the Safety Net
originally (and promised to abolish it if elected). The Democrats and the Greens also
opposed the Strengthening Medicare package in the Senate earlier this year.

Main Provisions
Schedule 1—100% Medicare Benefit for GP services
Item 1 proposes to insert a new paragraph into Section 10 of the Health Insurance Act, to
enable a Medicare benefit equivalent to 100 per cent of the schedule fee to be paid for
services prescribed in the regulations proposed by item 2.
Item 2 proposes to insert a new subsection into section 10, to enable the services which
will attract the higher Medicare benefit to be prescribed by regulation.

Warning:
This Digest was prepared for debate. It reflects the legislation as introduced and does not canvass subsequent amendments.
This Digest does not have any official legal status. Other sources should be consulted to determine the subsequent official status of the Bill.

Health Insurance Amendment (100% Medicare Rebate and Other Measures) Bill 2004

9

Item 3 provides for the higher rebates to commence on 1 January 2005.

Schedule 2—refinement of Medicare Safety Net criteria
Item 1 proposes the addition of a new paragraph to subsection 8(1A) of the Health
Insurance Act, to include in the definition of ‘FTB(A) family’ for the purposes of the
safety net, families deemed eligible by the Minister by the determination provisions
proposed by item 3.
Item 2 proposes a technical amendment to correct a drafting error.
Item 3 proposes to allow the Minister to determine the definition of ‘FTB(A) family’ for
the purposes of the safety net. A determination issued under the provisions proposed by
item 3 would be a disallowable instrument.

Concluding Comments
As discussed above, the measures proposed by Schedule 1 of this Bill are likely to be
somewhat controversial: debate has centred around the key issue of whether the measures
proposed by the Bill will make medical services more affordable. The government argues
that the measures contained in the Bill will make medical services ‘more affordable than
ever before’,31 while other commentators have argued that the increased Medicare rebates
for GP services proposed by the Bill are likely to be absorbed by doctors through higher
fees, and consequently, the prospective benefits to patients from higher rebates will be
quickly negated. This is because, while patients will receive a higher rebate from Medicare
for GP services under the measures proposed by this Bill, if doctors raise their fees for
patient-billed services, patients’ out-of-pocket costs may not be greatly reduced (if they are
reduced at all). The available evidence discussed above suggests that doctors’ fees are
likely to rise in the next 6-12 months.
Another source of debate has been the question of whether the measures proposed by
Schedule 1 of this Bill are likely to increase bulk billing of GP services. The government
argues that GPs will be more likely to bulk bill following the introduction of higher
Medicare rebates, while Labor and other commentators have argued that there is no
incentive to bulk bill under the measures proposed by the Bill because the higher rebates
are not tied to bulk billing. Since the higher Medicare rebates proposed by this Bill will be
available in addition to the bulk billing incentives contained in the Strengthening Medicare
package, it is possible that they will provide further encouragement for GPs to bulk bill.
On the other hand, there is probably also some merit in the argument that higher rebates
will not provide an incentive for GPs to bulk bill if they are not tied to bulk billing.
However, it is difficult to predict what the effect of the measures proposed by the Bill on
bulk billing practices will be.
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The amendments to the Health Insurance Act proposed by Schedule 2 relate to the
Medicare Safety Net. As discussed above, the Safety Net has been one of the most
contentious aspects of the Strengthening Medicare package. However, the amendments
proposed by Schedule 2 of the Bill are relatively minor, and do not represent any change
to government policy.
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Members, Senators and Parliamentary staff can obtain further information from the
Information and Research Services on (02) 6277 2429.
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