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DUTIES ‘OF THE COMMITTEE

Section B.(1) of the Public Accounts Committee Act 1951 reads as

' follows:

Subject to sub-seéction (2), the duties of the Committee
are: o

(a) to examine the accounts of the receipts and
expenditure of the Commonwealth including the
financial statements transmitted to the N
Auditor-General under sub-section (4) of section 50
of the Avdit Act ¥901;

(aa) to examine the financial affairs of authorities of
the Commonwealth to which this Act applies and of
intergovernmental bodies. to. which this Act applies;

(ab) to examine all reports. of the Auditor-General
{including reports. of the results of efficiency
audits) copies of which have been laid before the
Houses of the Parliament;

(b) to report to both Houses of the Parliament, with
such. comment as it thinks fit, any items or matters
in those accounts, statements and reports, or any
circumstances connected with them, to which the
Committee is of the opinion that the attention of
the Parliament should be directed;

(¢} .to report to both Houses of the Parliament any
alteration which the Committee thinks desirable in
the form of the public accounts or in the method of
keeping them, or in the mode of receipt, control,
igsue or payment of public moneys; and

(d) to inquire into any question in connexion with the
public accounts which is referred to it by either
House of the Parliament, and to report to that
House upon that gquestion,

and include such other duties as are assigned to the

Committee by Joint Standing Orders .approved by both
Houses of the Parliament..
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This report details further firdings of the Committee's inquiry
into medical fraud and overservicing. In fociiseing on the

accountability for Commonwealth Medicare benefits for pathology
sexvices it complements the Committee's earlier Progress Report,
ofv Medical Fraud and Qverservicing (Report 203) and the Response

to Report 203 (Réport 212).

gince the commencement of this inquiry in early 1982 evidence has
come beforée the Committee indicating that one particular area of
medicine - pathology - has been, and is, growing very rapidly in
terms of the tervices rendered, Commonwealth benefits paid and
number of providérs. Many serious concerns about pathology have
been expressed to the Committee by the major medical
assoc‘iatiohs',‘s,e'n‘ib‘r‘ Commonwealth administrators, the Royal
Collegé of Pathologists of Austialasia, pathology corporations,
speclalist pathologists, other practitioners (specialist and
general) and patients, .

In general 'th,e_se' concerns have related to two broad areas:

« the .changing nature of the pathology industry in
'Rustkalia; and

. difficulties with and deficiencies in the Commonwealth's
‘agministration, of the Approved Pathology Practitioner
“ Scheme, the Medicaré Benefits Schedule and other
asgociated responsibilities related to the Health
Insurance Act,

In preparing this report the Committee has been mindful of
discharging not only its traditional duty related to the scrutiny
of public monies and the Commonwealth's administration but also
of its duty to report to Parliament associated concerns and
information.

Hence this report:

L provides soil,\gl insight into the nature and oligopolistic
structure of thé.pathology industry;

. reviews the administration of the Approved Pathology
Practitioner scheme, noting areas where policy changes
may need to be considered;

. analyses the issues. sur~rounding'the dominance of SP
(specialist) benefit payments over OP (other) benefit
payments; i . . . : .

. -examines the pathology aspect of the Health Insurance
Commission's recently acquired responsibility for
reviewing Medicare claims;

. recommends the immediate review of all pathology .
practitioners and their laboratories for accreditation;
and

(v}



. digcusses some: impﬂ‘éi‘i:ird}is‘ of 'entrepreneurs'
infiltrating the industry.

O

The Committee is most concerned about the variety of serious

problems - in both the Commonwealth's administration and in the
pathology industry - that are yet. tg."xb‘g Qvercoie.. ;

While the recomméndations of this report will go some way towards
improving matters Goverpment policy initiatives apd action in the
pathology area are required. The Committee believes the
profession is well aware of most of the problems detailed in this
report and is anxious to improve thé gituation, The continued
development of co~operation’and congultatioh between the

profession, the Minister arnd the Commonwealth's administration is

essential if improvements are to be pade in this area.

This report is intended to cover only those. aspects of the
Committee's inquiry into medical fraud and overservicing that .
relate to pathology. Following the Minister's decision in March
this year, in concurrence with the Committee's advice, to disband
the Surveillance and Investigation Division of the Department of
Health and to shift responsibility for review of Medicare claims
to the Health Insurance Commission, the Committee believes that
many of the significant problems related to the Department of
Health's administration being examiried in this inquiry may be
resolved,

The Committee expresses its sincere thanks to Mts R J Kelly, MP
who chaired the Sectional Committees for this inquiry since 1983,
The Committee also thanks the members of ity Secretariat for the

support given to this reference.

For and on behalf of the Committee.

Senator G Georges

Chairman

M J Talberg

Secretary :

Joint Committee of Public Accounts
Parliament House

Canberra

23 August 1985
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NOT# ON'HEC STATISFICS .

The following information has been provided to the Committee by
the HIC for clarification of the terms 'date of service' (DOS)
and 'date of process' (DOP) as théy relate to HIC computer
generated data. R .o . .

SUMMARY, OF. CONCLUSIONS AND RECOMMENDATIONS

Introduction = statistiqs' {Chapter 1)

The Committee concludes that::'

Date. of service data’ (DOS)

Refers tordata collated by the actual date of service
which appears on-.a provider's account or receipt used
in support of a claim for ‘Medicare benefits.

hate of procesg data' (DOF)

Refers to data collated by the actual date on which a
claim is processed through the Medicare on-line
system.

In reports based on date of service and date of
process, the actual day, month and year are used as
the basis for the collation of data. In both cases
the day component begins and ends on consecutive
midnights, v . -

Reports of services performed by 'date of service' or
'date of processing® for ‘the -same period will show
different values, The reason for this is the time lag
it takes claimants to lodge claims and for those
claims to be processed. As there are differert lags.
for different types of claims (17 days for direct
bill, 40-67 days for cheque claims and 28 days for
cash claims) the amount of difference between reports
for -a given period will depend upon the billing
practice of the doctor and tiow far back in time you
are looking. The further back in time that the.
analysis is done, the less the difference.

(xii)

Pathology benefits are a ,significant and
growing?ysegment of. Medicare expenditure
which should be fully accounted for.

There is, legitimate cause for concern
.about some aspects of th_g nature of
growth. in pathology benefits, services
and providers pre and post Medicare,

The private pathology industry in
Australia appears to exhibit
oligopolistic cha_ra_cteristics, i.e. a
small number of large pathology groups
provide the majority of services.

. With the commencement of Medicare, and

the Health Insurance Commission's
»;rov-ide::; “claims review function, the;s
Committee's and the Penington Report's
concerns about the effective monitoring
of medical. services such as pathology
should be addressed.

The APP scheme"(,(:hapter 2)

The Committee concludes that. s

The .design: and administration of the
pepartnent of Health Approved Pathology
Practitioner scheme is grossly deficient

and requires immediate reform,

(xiii)



‘The: mémbership: of thie Approved Pathology'
Practitioner scheme is 'open~ended® and
its potential membership is huge because
of ‘inappropriate eligibility criteria,

No regular, effective review of Approved
Pathology Practitioners is undertaken or
linked to- 'Health ' Insurance Commission:
claims review monitoring.

There is no  effedtive ' stimulus for
Approved Pathology  Practitioners to
abide by the conditions of their
Undertaking .and its associated Code of
Conduct. e

The ‘once only' $10 Approved Pathology
Practitioner license fee is an
immaterial. amourit which appears to
engender derision and disrespect of the
Commonwealth's administration of 'the

‘Approved Pathology Practitioner scheme.

There is no requirement for .Approved
Pathology Practitioners to be accredited

‘and to operate in -a laboratory which has

been reviewed as part of the Approved
Pathology Practitioner's accreditation
process, and/or only refer work to other

- pathology: laboratories where work is

personally supervised by other resident
accredited. Approved Pathology
Practitioners, '

Pee splitting of pathology services is
encouraged by current legislative
arrangements, these arrangements may
foster overservicing and allow poor
quality services to be rendered to
patients unchecked. :

The . majority of professional
pathologists and those allied to the

profession appear to welcome the
introduction of a high guality and
nationally consistent pathology
accreditation programme like that

proposed by the National Association of
Testing Authorities.

{xiv)

-

Professional. v. thodies appear very
+ concerned about-the' current state of the

.-industry. and -wish .to. see a significant

- «improvement. in:-both medical practitioner

attitudes and ‘the Commonwealth's

- ~administration to6 ensure high standards

--:0f . performance - and to

minimise
opportunities for the provision of poor
quality work.

It is desirable for Approved Pathology
Practitioner status to be limited to
natural. persons .such as recognised

accredited: '‘specialist pathologists,
accredited” medical practitioners and
certain accredited recognised
scientists..

Current. legal remedies to combat

pathology fraud and overservicing based
on. the Medical Services Committee of
Inquiry - system are completely
unsatisfactory, inefficient and need
‘urgent reform.

The Commit;tee recommends that: :

1.

Pathology tests. for which Medicare
‘benefits are paid must be performed in
laboratories personally supervised by
resident Approved Pathology
Practitioners who are accredited for the
Commonwealth, by the National Association
of Testing Authorities.

The Approved Pathology Practitioner
eligibility’ criteria in the Health
Insurance Act be amended such that
pathology services may not be rendered
!for or on behalf of' an Approved
Pathology Practitioner and that only
natural persons. can. be considered for
Approved Pathology: Practitioner status
and: accreditation.

If a need for pathology services to be
-rendered ‘for; or on behalf of' an
accredited Approved Pathology
Practitioner can -be .demonstrated because
of 'special conditions, e.g. geographical
isolation, then Department of Health
approval for the rendering of such
services should be: specific and
appropriately constrained.

(xv)



Approved - Pathology: Practitioner status
be; . renewable .annually after adequate

‘aanini.stutive ‘examination and review of

the: ~Approved.: Pathology Practitioner by
ithe Department of. Health, in copjunction
with the -Health. Insurance Commission,
and. after. consultation with the National
Association of Testing Authorities about
the adequacy of ‘the Approved Pathology
Practitioner's laboratory standards and
oxganisation. .

The Approve‘d Pathology  Practitioner
Undertaking and . associated Code of
Conduct be immediately revised by the
National Pathology
Advisory Council 'and thereafter kept
under regular. review by a sub-committee
of the National rathology Accreditation
Advisory Council in consultation with
the National Association of Testing
Authorities.

The  Approved. Pathology Practitioner
license fee be reviewed and made an

annual fee of a material amount, linkeéd

to the scale of an Approved Pathology
Practitionér's ' practice and sufficient
to cover an 'appropriately apportioned
‘element - of the / Approved Pathology
Practitioner écheme' adninistrative
cost. .

All .pathology laboratories operated by
accredited Approved Pathology
Practitioners be required to be examined
as part of the National Association of
Testing Authorities Approved Pathology
Practitioner accreditation process under
the terms recommended by the National
Pathology Accreditation Advisory
Council. -

The -National Association of |'Testing
Authorities/Royal College of
Pathologists -of Australasia  scheme be
adopted, for. -pathology laboratory

. inspection and assessment as part of an

Approved Pathology Practitioner's

accreditation renewal.

(xvi)

Accreditation

CEaa

10..

1.

12.

13,

14,

15.

16.

+

' Imandatory”. -
-+ v wrPractitioner

>1ippl’i‘c'a"bl'e. b,

i The .+ «Commonwealth- ensure . that its
" Approved Pathology
cérieditation arrangements
e satisfied by, similar
\Government programs where

icomplement;,, ‘0

dxisting State

Commonweal th pathology accreditation
legislation  should be designed to
introduce a national programme for those
State and :: Territory governments
currently lacking legislation.

Where :States and Territories do not have
pathology accreditation implementation
* 'programmes; the Commonwealth should
«offet to provide those programmes.

In the absence of State or Territory
accrediting machinery, he.
Commonwealth*s WNational Association of
Testing .Authorities based accrediting
machinery should be employed.

Commonwealth inspection reports and
recommendations obtained via: the
National Association of Testing

Authorities .system should be forwarded
.to State and Territory accreditation
boards where constituted, and pro rata
‘cost sharing artangements be negotiated.

Service! companies be permitted to
provide premisés, equipment and staff to
accredited ' .Approved Pathology
Practitioners at commercial rates. All
documentation speoifying the conditions
for the provision 'of such resources be
available for inspection at the granting
-and ‘annual renewal of Approved Pathology
. Practitioner status by the Department of
Health in donjunction with the Health
Insurance Commission.

The Health Insurance Act be amended
specifically ‘to- prohxb:.(: fee splitting.

)4 (spec:.alist pathology) Medicare
benefits ' be payable only to accredited
- specialist pathologists who are
recognised by the National Specialist
Qualification Advisory Committee.

{xvii)



17.

18,

19.

20.

21.

0P (othe: putbology) . Medicare.. bcnefits e

be available to . accrédited . medicdal
practitioners, and certain - recognised
accredited scientists.

OP (othér ' Qathology) Medicare benef:.ts
femain .  applicable .to . -tests [f

, B
determined " by ,accredxted récognised

specialist, pathologists.
Appropriate ;espurces be dévoted -

to the ‘Health Insurance:
Commission to ensure continued
.development of its Medicare
claims review systéms;

to the Department of Health to

pernit the administtation of

the Approved Pathology

Practitioner scheme.  to be

significantly upgraded and’
_ majintained; and

to the National Association of
Testing Authorities to enable

it to | accredit Approved
Pathology Practitioners
effectively..

As a matter of urgency, the existing
Medical ‘Services Committee: of Imquiry
gystem be replaced with a Medical
Tribunal system along the lines of that
originally recommended: by the Comm:.ttee
in its 203rd Report.

After appropriate: consultatxon with "the
medical profession, the Health Insurance.
Act be amended to, ensure that the
offences, recovery and disqualification
provisions of 'the Act c¢an be effeéctively
and efficiently used to combat .medical
fraud, and wheté applidable, = medical
overservicing.

(xviii)
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sP (spec:l.alist puthology)/op (dth‘,e'r pathology) Medicare
benetits (chnptc 3y e

. PPN
el "_0"f‘

In its examination of SP (specialist pathology)/OP (other

pathology) Medicare pathology benefits the Committee

carefully considered the following points made by Professor

Herdson, President of the Royal COllege of Pathologists

Australasia H
(1)

()

+ (iw)

-accredited - the present.

*In the context of  the medical scheme
operating in New Zealand for about 40 years,
the practice of pathology was virtually
confined either to hospital laboratories or

‘to a limited number of private laboratories,

both :headed up by pathologists -~ on the
private laboratory 'side, the Government paid
a fee for service to:the pathologists, who
could not charge additionally, and no other
persohs, medical practitmners or otherwise,
could be paid £for or charge for medical
~1éboi:ato':y testing.!

'Turning to the Australian scene, the
College position i# that ddeally all medical
laboratory tests .Should be undertaken in
accredited laboratories ‘under the direction
of medical pathologists and that no others

‘8hould- beé allowed" to- charge for or receive

fees for laboratory tests‘

'P:esently, there ' are sufficient
pathologists in. Australia (on a pathologist

- ‘pét population: busis) to provide for this

recommendation {(item ii above) but it is

‘recognised that therée are geographic and

population density problems in some of the
vast "outback! areas of Australia. However,
at least in the large centres, ‘pathology
services. by patholog:.sts' could be achieved
forthwith.'

laboratories should be
National

TALl . medical

+ Association .of “Testing Authorities/Royal

v

‘College ~of Pathologists of Australasia
scheme” is' moving apptop:iately and should be
supported.

' 'I'here is no ' f{:l ace for commercial

"laboratories providing ‘services.’

(xix).



(vi) ‘'Pathologists are the. only ones who. can’ N N A A T It ‘appears thiat’ many of the tests done
provide the vital interpretative. . and » ALt Cat sgpe(fspecﬂust pi’thology) fee levels
consultative interface between the doctor ] REFE TR © 7 by large'” commex‘cial laboratories may not
seeking. diagnostic and monitoring help and A 1s. e necessary. :
the laboratory.' N - o

- The Medicare fees for many pathology

(vii) 'Greater = efforts are tequired in the ! - IR services. ‘ma e inappropriately high
teaching of sefior ~medical students and ) e jud‘g,ings by Ythg subsfgntfal dibcounts
junior hospital medical staff in the. best . : 1ég. 40%) offered by some private
use of 1aboratory (and other diagnostic) R  laboratories to other Approved Pathology
procedures.* ‘ ! practitioners, -

The Committee concludes: that = 3 The widespread "application of ddvanced
: ' 1 technology has greatly reduced the cost
In the long run, it would be preferable g of many patholégy investigations and the
for Australia to move in the direction o Medicare behefits do not appear to have
New Zealand has as far as limiting the . - been propor(:ionately reduced.
provision 'of pathology services. H
t

It is.  too late, difficult and

If  pathology  services  were  only 1 inéfficient to take effective action
available. at the SP  (specialist : against pathology screening via ex post
pathology) rate there may only be a b . . legal ‘channels once an abuse has been
relatively modest but, nonetheless, i : detected. Preventative action via
significant initial increase in overall : Medicare Benefits Schedule reform is
pathology costs: as most  pathology is . preferable. Ex post legal action and
currently supplied at the SP (specialist - attempts. at reéstitution and recovery
pathology) fee level, ‘ : have been shgwn k£ to be clumsy,

efficient and costly.
It could be -expected that commercial in o

laboratories will, if they have not gone
s0 already, move to 'acquire' specialist
pathologists.

Accreditation. of Approved Pathology
Practitioners and assessment of their
laboratories. may (if it is robust
enough). counteract the 'lending' of
specialist pathologists hames but, by

itself, not necessarily hinder the

Y for=profit’ attitude of some
laboratories. .

It is 1likely that making private

.pathology available only through

specialist pathologists would result in
an even  stronger concentration of
. suppliers to the market.

Evidence suggests  that there are
insufficient specialist pathologists
'supervising' tests effectively endugh
to warrant SP (specialist pathology)
fees being charged for all tests done at
laboratories . with sP (specialist
pathology) status.

(xx).

7 g

There are parts of the Health Insurance
Act and- its Regulations which need
amendment to clarify their meaning,
limit their application, and facilitate

R prompt legal remedies.

‘In reéspect of “self determined' tests
('self determined' by the specialist
Approved Pathology Practitioner or
non-specialist Approved Pathology
Practitioner) the initiating
practitioner often has no say in their
provision, nor does the patient or the
Health 'Insurance Commission., Yet ‘the
initiating practitioner may be held
responsxble overall for the pathology
costs he or she incurs, the patient who
was not consulted may have to pay an
additzonal moiety, and Medicare pays
most if not all of the additional bill.

{xxi)



While it is ethical, and may 'be. good
medical - practice in certain
circiimstances,  'for. . specialist
pathologists to “'gélf determine' that
additional or different tests to those
reéquested by . the originating
pracgtitioners. should be performed on
specimens while they are conveniently to
hand, the procedures and controls. on
Yself determination' should be clarified
and such tests better accounted for.

The ‘Committee recommends that :

22, -

23,

24,

25.

‘The ¢ + for revision  and
monitoring = of the Medicare Benefits

Schedule be regularly reviewed to ensure

that changes to the Medicare Benefits
Schedule ate timely and responsive to
allegations of widespread abuse, and

reflect cost. reductions which stem from

the development of technology which
underlies many Medicare Benefits
Schedule items.

Certain minor. procedures, such as
collecting bloed for -pathology testing
(Medicare Benefits 'Schedule items 907,
955) and carrying out certain simple
pathology tests (eqg. Medicare Benefits
Schedule items 987, 989, 2334 to 2342
and 2352 to 2392 inclusive) should not
attract Méedicare Benefits Schedule
benefits when they are performed in
association with attendances for -which
Medicare Benefits Schedule benefits are
payable, Thege procedures. should be
incorpor,a{:ed in the general attendance
tems.,

The Health Insurance Commission continue
development. of its review systems to
ensure that the use of pathology tests
for health screening is blocked andi no
Medicare benefits are paid 4in these
instances..

Consideration should be given -to the
introduction of’ specific penal
provisions in the Health Insurance Act

stating that an offence is committed

when services have been incorrectly
itemised at the sP (specialist
pathology) rate instead of the OP (other
pathology) rate.
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26.

27.

28,

29,

30.

31.

Relevant legislative amendhehts should

-be introduced to clarify and limit the

application of the term !supervision' in
respect of  tests billed at the SP
(specialist pathology) rate.

Sp (specialist. | pathology) Medicare
Benéfits Schedule fees should only be
payable for pathology tests done at
branch laboratqries of a pathology group
(or at central/other laboratories) where
a recognised and accredited specialist
pathologist is in resident attendance
and personally supervising testing.

The Health JInsurance Act should be
amended. to prohibit the discounting of
Médicare benefits,

Both the 'Medicare bills and relevant
test results should be required to state
clearly, which services were ‘'self
determined', bringing this to the
attention’ of both originating
practitioners ' and their patients, and

-also. facilitating any follow-up

enquiries that may be judged necessary
by the Health Insurance Commission.

A_sampling system for routine auditing
of 'self determination' should be
introduced ‘by the Health Insurance
Commission. This could be based upon
matching original requests (that are
curfently’ . required to be held by
pathologists) for pathology reviews with
g?fi consequent reports of results and
-

'Self determination’ should be:
restricted to individual case by case
decisions or authorisations by the
responsible specialist pathologists.
Thiie should eliminate the common current
arrangements whereby genexic
instructions are given to technical
staff so ‘that whenever a particular
investigation is requested by an
originating clinikcal practitioner other
(usually additional) tests are performed
at extra cost,
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"Ent;‘e'pr‘éheurs' and p

A i ;
‘The Committee "co,tjcl‘udesf‘- i
P Loy 1

(Chapter 4)

Strengthening of the administration of
the  Approved rathology Practitioner
schieme: -~ in particular regular review of
Approved Pathology Practitioners upon

re-appointment’ and' the immediate

introduction of  mandatory accreditation
shou¥d quickly = remove unscrupulous
'entrepreneurs' .from the non-Approved
Pathology Practitioner market, and to
some extent -dampen the undesirable side
of some Approved Pathology Practitioner
and-  specialist Approved - Pathology
Practitioner ‘commércial laboratories'
‘entrepreneurial spirit'.

The recommendations of this Report

should ' reveal the ‘medical
entrepreneurs™ business practices to the
profession, the Commonwealth's

administration .and the community and
thus help generate a greater degree of
public accountability. The need for such
accountability _is  indisputable and
paramount given the public funding of
Medicare pathology benefits.

Furthei. measures are needed in order to
strengthen the résolve of both the
profession and. the Government to check
the | growth: of undesirable
Yentrepreneurial® practices in
pathology. These measures involve both
long and short tern commitments to :

. strengthen professional ethics
and their application;

. . improve co-operation betweeh

the profession and the
Government;

. enhahce ,the information on

. 'enptrepreneurial' activities

available to agencies involved
in reviewing Medicare claims;
and

(xxiv)

in y i-ndeveloping . a  program,. of
independenit and objective
regsearch into the structure,
ownership and economics of the
_Australian pathology industry.

‘The, growth of the new breed of 'medical
entrepréneurs” needs to be checked if
the profession is to maintain its
effectiveness . i soclety and

5 t.o AN
_accountability to society.

- Socially  updesirable ‘'entrepreneurial

spl¥it' in the provision of pathology
services, or in any other area of
medicing, cannot. be combatted by any
single ' or .simple solution. Rather a
combination of ‘techniques need to be
applied at a variety of levels - the
problem i‘s one for both the Government
and the profession.

There are significant problems in the
profession. taking  action to self
regulate ‘'pathology entrepreneurs' via
peer review and the application of
professional, ‘ethics.’

. Knowledge -of many.characteristics of the

Australian pathology industry is poor in
both the Commonwealth's administration
and the profession generally.

“Technolo,gical advanices: in pathology may
assist 'entrepreneurs' to overservice.

Generally, technological change in the

" £ield of pathology has led to a

reduction in testing time, labour and
cost through the increased use of
multiple analysis procedures.

‘The cost effectiveness of the technology
which performs a number of patholoqy
tests must. be congidered in the
assessmént of the Medicare Benefits
Schedule, especially when new pathology

“tests are being considered for inclusion

in the Medicare Benefits Schedule,
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Advances. in technology have been rapid
and have had significant effect on the

opecdations of pathology laboratories,

especially the  larger commercial
labordtories, Thése developments need to
be ' ' closely monitored to- allow
donseguential ‘- adjustments

n,
remuneration to Approved Pathology

Practitioners.

In many cases where pathology abuse has
occurred it appears that the patient has
not' been aware of the general type or
extent of pathology tests being ordered.

Better informed patients, interacting
with their medical practitioners on the
pros and cons of pathology

investigations and having increased

potential to audit the bills for
services provided, cduld lead to more
rational health care and use of
pathology services. ’

Many clinical medical practitioners

appear to gradually lose touch with the
minutiae of pathology as they work in
general practice and@ the various
clinical specialities. Some may rapidly
lose competénce in the ordering of
pathology investigations and instead of
ordering the most relevant and useful
specific tests may order the most
vaguely defined, non-specific: or éven
‘the wrong tests. It is unlikely that
thesé -problems can be significantly
ameliorated by any single measure in
isolation, such as improved
undergraduate preparation for
independeént clinical practice or peer
review,

As all pathology investigations result
ih reports to the originating medical
practitioners, the most simple,
effective and inexpensive wmethod of
bringing these costs and -benefits
simultaneously to the attention of all

practitioners and their patients would

be to record the Medicare fees alongside
the results.
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The Committee

32,

33.

34 -

" it may be desirable for both the patient
,;and the referring practitioner, during a

consultation, to be made more aware of
the pathology, tests and associated
Medicare Benefits Schedule costs that

. were being incurred due to a referral or

a request that was about to be forwarded
to a pathologist.

recommends ‘that:

Sufficient resources should be made
available to. the Health Insurance
Commisgion to permit it to complement
the Medicare claims information provided
by its systems with details derived from
field surveys, Such surveys should
encompass -

. searches of company records to
determine the ownership of
pathology companies;

. fesearch to establish the
ownership and relationship of
relevant -subsidiary companies
to their main corporate
bodies;

. precise identification of
those providers, together with
their qualifications, in. whose
names sexvices are being
billed; and

. research to establish if a
specialist pathologist is
actively engaged in the
provision or supervision of
those services billed under
his/her provider number, or
has 'lent' his/her name for
specialist billing purposes
only.

The Héalth Insurance Commission place a
special emphasis on reviewing the claime
of mew (active) Approved Pathology
Practitioners.

The ' - Augtralian Institute of Health

“conduct: a detailed industry study of the

provision of pathology in Australia to
assess and report various industry-wide
economic characteristics.
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35.

36.

37.

38.

39.

..The . Australian Institute of Health

survéy rand document systems of pathology

accreditation and the provision of

pathology sefvices in other countries.

The . : Australian  Institute of Health
develop. and undertake a comprehensive
résearch. program to analyse specific
aspects of current changes in the
Australian .industry..

The -National Pathology Accreditation
Advisory: Council, in conjunction with
the Department of Health, Health
Insurance. Commission, National
Association of Testing Authorities and
the Director of BPublic Prosecutions
completely revisé and strengthen the
Approved Pathology Practitioner Code of
Conduct in light of recent ‘pathology
entrepreneurial' moves.

The Department of Health, in conjunction
with the National Pathology
Accreditation Advisory  Council, the
Health Insurance Commission and the
Director of Public Prosecutions research
options and  implement measures to
strengthen the applicability of the
Approved Pathology Practitioner Code of
Conduct .to legal actions concerning
'pathology entrepreneurs'.

Where mew clinical laboratory test
procedures in pathology are advanced to
the Medicare Benefits Schedule Review
Ccommittee, the developers and
manufacturers. of such tests should
provide the following cost-effectiveness
data before consideration is given to
granting a Medicare benefit for the
test -

. information needed to
calculate the costs of
performing the test;

N clinical sensitivity and
' specificity calculations based
upon a patient population
sufficiently large to enable
reliable conclusions to be
drawn about the efficacy of

the test; and

(xxviii)

40.

41.

. cost and efficacy comparisons
with existing tests used for
the same or similar purpose..

A continuous feedback of educative
cost/benefit infoxmation about pathology

. be organised for all medical students in

their clinical years and all clinical
medical practitioners throughout their
subsequent professional careers.

The introduction of regulations
requiring referring practitioners to
itemise " all pathology requests with
Medicare Benefits Schedule benefits,
together with an appropriate brief
description of the pathology service(s),
and to, by law, provide a copy to the
patient before the tests are actually
formally réquested.

(xxix)



CHAPTER 1
INTRODUCTION

Background'
The Periington Report's Comments
on. Pre~Medicare ‘Pathology

- Current Medicare and@ CROMP
Pathology Statistics
Conclusions

-

Background

1.l Pathology has stood out as a field of special concern.
from all points of view during ‘the Committee's second, post 1982,
phage 0f it's Medical Fraud and Overservicing Inquiry.

.2 Specifically, issues surrounding pathology services
ptovidéd under the ‘Medicare scheme by ptivate Approved Pathology
Practitioners ' (APE"E) at SP (specialist) .and OP (ofher) 'benefit
rates have dominated much of the Committee's oral evidence and.
written submissions during 1983, 1984 and 1985. Appendices 1 and
2 Tist this inquiry's hearings, witnesses and “submissions to
date. In addition the Committee has met regularly -throughout this
period to privately review evidence and consider Commonweéalth
adiiinistrative changes/reforms implemented in response: to the
‘Committee's -suggestions made during the .conduct of the inquiry.

1.3 The Committée is pleased- to note that not only have the
récommendations in this inquiry's previous reports (203, 212) léd
to much needed changes in the Commonwealth's administration but
that thé inquity process. itself has acted as a catalyst for wider
reviéw and greatér community awareness of medical fraud and
overservicing., Despite these gaing' it appears that the
accountability of the Department of- Health's APP scheme. is very
poor. The Committee is awaré of ' mounting -professional and
parliamentary concern -over the marketing, billing and provision
of private SP and OP pathology services, :

hrY s -~ Prior ‘to March 1985 there was no systen to. effectively
review Medicare (and pre-Medicare) pathology benefit claims. The
following evidence taker during public hearings in the second
phase of this inquiry have particular Televance to the issues
discussed in this. report.

. Royal College  of Pathologists of Australasia
21 May 1984 (v.11 of ‘Minutes of  Evidencej,
3 September 1984 (v.13 of Minutes of Evidence);



Macquarie Pathology Services
4 July 1984 (v.l2. of Minutes of Evidence);

Health Insurance Commission 30 April 1984 (v.1l
of Minutes of Evidence), 27 March 1985 (v.15 of
Minutes of Evidence); .

.

. Capital ‘Territory Health Commission
19 April 1984 (v.10. of Minutes of Evidence);

Commonwealth Department of Health
5 July 1984 (v.12 of Minutes of Evidence),
14 October 1984 (v.14. of Minutes of Evidence)
27 March 1985 (v.15 of Minutes of Evidence);

.

Doctors Reform Society i
3 Septembexr 1984. (v.13 of Minutes of Evidence).

1.5 In addition much evidence has been taken in camera by
the Committee and several confidential submissions considered.

1.6 This report addresses issues primarily connected with
the private sector of the Australian ‘pathology industry'. As
discussed in detail in Chapter 2, pathology services in Australia
may be thought of as being provided by either non-Approved or
Approved Pathology Practitioners (refer to Diagram 1 overleaf).
Although the statistics below relate to the 'official' private
gector of the industry, i.e. non-government APP's, many of the
issues reviewed later (such as laboratory accreditation) apply to
both the .APP and non-APP segments of the private pathology
sector,

1.7 In this chapter a recent
pre-Medicare pathology - the Report of the Committee of Inquiry
into Rights of Private Practice in Public Hospitals. (the
Penington Report) - are reviewed and complemented by analyses of
current private APP pathology services, benefits and prowviders
derived from the Department of Health's Central Register of
Medical Practitioners (CROMP). and the Health Insurance
Commission's Medicare data base. Further chapters of this report
examine particular pathology issues highlighted by these three
sources. Pre-Medicare pathology statistics are often not reliable
nor comparable over long periods of time because of the many
changes that have occurred in the national health system during
the last decade.

study's findings on.

DIAGRAM 1 - THE AUSTRALIAN PATHOLOGY °‘INDUSTRY"

' | PATHOLOGY SERVICES

IN AUSTRALIA

i
may be provided

by

4

e

PRACTITIONERS (APPS)
('OFEICIAL' MARKET).

| APPROVED PATHOLOGY |

10
two cotegories
of APPS may bilt
under Medicore
for services

L
i

‘OFFFICIAL’ PUBLIC APPs
EG. GOVT. AND UNI.
LABORATORIES

i

. < scope of PAC Report

. ‘OFFICIAL’ PRIVATE APPs
EG. GP APPs, SP APPs,
CORPORATE APPs

may fee split with,
and sub-contract to

PRIVATE NON-APPROVED
PATHOLOGY PRACTITIONERS
" ‘NON-OFFICIAL’ MARKET)

236-




The Pehington Report's ~'Comé'néwé‘ off ‘Pre=Medicare Pathology
1,8 The final September 1984 ‘report of the Committee of

Inquiry into Rights -of Private Practice in Public ‘Hospitals

reference document for many topics in the public health £ield.
Although the Report's recomméiidations. focussed on public
hospitals, much of its analysis of pathology - ang certainly the

(later referred to as the Penington *Report) is a valuable

Commonwealth's evidence oh diagnhostic ‘servicés génerally -~

related to the provision of seryices in the countzy at large
during the seven yeéar period. 1975/76 to 1982/83.

1.9 In reviewing the Report's £indings on pathology the PAC
is mindful of Professor Penington's comment that: .
In a democratic society you have got to accept
some controls when people are paid by the
public purse. )

1,10 In its Summary of Findings the Penington Committee .
'recognised that medical practitioners determine utilisation of.

expensive resources (such as pathology) in the course of patient
care'.2 In its Report the Penington Committee argued that the use
of services such as pathology should beé monitored if effective
controls are to be instituted to allow flexibility din the
allocation of future health- resources angd to. ensure that they do
not command an unreasonable fraction of thé wealth of the
communi ty. . .
1.11 Generally the Penington Committee found that. growth in
diagnostic services  within _ public hospitals has been
substantially less rapid than that outside public hospitals. It
stated that: - : T .
In pathology - ‘thére has been a ‘growth. in ‘the
number of tests 'performed and this has arisen
through advances in medical knowledge ' and
techniques; such growth has occurred in every
. other Western industrialised country .over the
past ten yéars. However, the rate of growth in
Australia is less than that recorded in Britain
and North. America, with the exception of some
specific areas of such growth in Australia
where there is:clearly a .need for surveillance.
and regulation.3

l.12 ‘The- Fenington Committee recommended ways in which.
pathology costs could be more. effectively regulated through
slowing demand for services by providing better information. Tt
also expressed the view that regulation would be more effectively
achieved through' selective surveillangce using systems ‘designed to
address . "spécific problems', However,/ no such 'specific problems'
were detailed by .that Committee, }

1l Reported in the Medical Letter, né. 493, 21 March 1985, p.2.

2 Final Report of the Committee .of Inquiry into Rights of
Private ©Practice in Public Hospitals, = September, 2GPS,
Canberra 1984, par: l.4, pp: 5-8;. ‘

3 ibid., pp. 6-7.

.13 In discusspin roblems of expenditure on diagnostic
Jéervices the ')?en:l.‘ﬂgigcmp Committeer noted the Commonwealth
submission's evidence of apparent rapidly growing expenditure
through. the medical benefits system on diagnostic services in
pathology. Over ‘the . period 1975/76 - 1982/83 the submission
suggested the number of pathology services provided per patient
had: increased by 105%, in contrast with figures suggestive of an

-overall growth of 20% in Bervices per patient for all other items

in the Medical Benefits Schedule over these years.

1.14 The Penington Committee did note that changes in
insurance coverage, incomplete capture of information on benefit
payments,  and -amalgamation of items of service in some sections.
of the pathology part of the Schedule led to difficulty in
reaching conclusions with respect to pathology utilisation on a
population basis.,

1,15 Howéver the Penington Committee's own research,
designed to. overcome these problems, found for the period 1973/74
to, 1882/83¢: - N

. 'growth - in utilisation of pathology scervices
(of- all types) per 100 consultations totalling
39.7% over the nine years', and

‘expenditure on pathology services per $100
spent on consultations with medical
. practitioners increased from $24.49 to $27.70,
an increase of 13.1%'.5

1.16 The Penington Report also noted that:

These figures do not relate directly to total
expenditure in the country becau;e of a grovgth
in the' numbér of medical. practitioners and with
that, a significant overall growth: in number of
consultations, in excess of population .growth.%

1.17 Interestingly: the Penington Committee found significant
(14.1%, 15.4% respectivély) reductions in services and costs per
consultation dssociated with radiology during the same period.

o] The Penington Committee also 'reviewed the utilisation
iflgathology serv:l;cgs since the introduction of separate benefit
items for hospital pathology providers (HP fees), specialist
pathology providers outside public hospitals (SP fees) and for
other non-spécialist pathoélogy providers (OP fees). It found that
over the - four -yéar period 1979/80 to 1982/83 the number of
pathology tests at the HP (lowest) fee level increased by 22.4%,
the OP (middle) fee level increased by 29.1% and the SP (highes}:)
fee level increased by 48.6%. From this the Penington Committee's
report stated:

' £
4 Fipal Report of the Committee of Inquiry into Rights o
Private grachice in Public Hospitals, op.cit., par. 4.3,

g. 44,
5 bid., p. 47.
6 ibi



There may be more -effective regulation in the
provision of (pathology) services within the
public hospital sector than in the private .
sector outside, although other factors have.
infiuenged; growth. in "the external private
sector. '

1.19 . Two mi‘nor_ matters found in -the Penington Committee's
analysis of t;ends in pathology seivices were that assessment of
medical benefits by State showed the growth to be greatest in New
South Wales and: '

That the automation introduced in pathology.,
laboratories has lowered the. real cost . of
performing many pathology tests.8

1.20 , Overall, the Penington Report concluded that the
international experience of growth in diagnostic services such as
pathology reflects a change in the pattern of health . care
consequent upon advances in medical science. It found that a
significant proportion of the growth in pathology services in the
private sector in .recent years was attributable to those
practitioners who have graduated more recently, It believed these
practitioners: .

Will be more conversant with these advances (in.
pathology and other diagnostic services) and
will - continue to .apply them more readily as
they move into independent practice outgide
public hospitals.?

1.21 Importantly for the present situation :the Report
concluded: '

The introduction of universal health insurance

under Medicare will provide. the opportunity for

the Commonweal th; to develop a more

compr ehensive utilisation of: diagnostic

services outside public _ hospitals . to be

monitored more precisely.l® ., .petection of

fraud and. gross overservicing remains a .
necessary requirement ... Such a system can

operate effectively in partnership with the

profession,il .

7 Pinal Report of the Committee of inquiry’ into Rights of
Private Practice in Public Hospitals, op.cit., p. 49 °

8 ibid., p. 50 and All respectively.

9 ibid,., P. 52..

10 ibid.,

11 ibid. p. 7.

1.22 "' The Public Accounts. Committee .supports these findings
of the' Penington Report;: It ise notéd -that the Minister's decision
to disband the Department of Health's Surveillance and
Investigation Division, dismantle the Fraud -and Overservicing
Detection -System and allocate a provider claims review function
to the Health Insurance Commission .accords with the Public
Accounts  Committee's findings and advice to date in this Inquiry.
These changes should also meet the Penington Report's
conclusions. The Public Accounts Committee understands that the
Health Insiurance Commission is, as reviewed in a later chapter
herein, attempting to enBure that the profession is £ully
consulted at all levels and disciplines on the operation of the
COmmiqsioﬂ's claims review. function.

Current Medicare and CROMP Pathology Statistics

1.23 The commencement of the Medicare universal health
insurance scheme on 1 February 1984 has led to more precise
analysis of pathology services and benefits via the Health
Ingsuradnce CommiSsion's Medicare data base systems. This current
¢laims, patient and provider based information can also be

‘complemented by data .on Approved Pathology Practitioner

registrations derived f£réi the Department of Health's Central
Register of Medical Practitioners.

1.24 The following discussion analyses information provided
in Tables 1 to 13 at the rear of this chapter. More detailed

‘review of the administrative systems and other associated issues

underlying these statistics is contained in. subsequent chapters.,
When read together these tables provide some insight into the
private Approved Pathology Practitioner sector of the  local

" pathology “industry'.
(a) Table 1 - Medicare benefits for part 7 (pathology services)

of the Medicare Benefits Schedule.,

1.25 To put the discussion in -perspective the Committee
extractéd from the Health Insurance Commission’s Medicare system
data showing ovéradll Medicare pathology benefits paid up until
the end of the March 1985 quarter. The figures in this table
relate to all pathology services provided under part 7 of the
Medicare Benefits. Schédule and thus include serxvices rendered at
the SP-,lZOP‘, HP (hospital) and "specified simple basic tests' fee
levels.

1.26 This table shows that:

. for the 14 month period §350,528,343 of
Medicare benefits have been paid for pathology
servicés 'up until the end of March this year,
(interpolated = $300m p.a.);

12 Dbivision 9 of the MBS specifies 13 simple basic pathology
tests a practitioner may perform in respect of patients of
his own practice, including patients of his partners or other
members of a group, if the practitioner is not an APP. The
Schedule fees in most cases for these tests correspond to OP
rates, although some are lower.

7



. benefits paid -for..pathology . services are .aq
siggifi‘cant: proportion of all 'Medicare benefits.
paid;

during the 14 month period of analysis benefits,. .,
paid for -part .7 (pathology services) as a.
percentage of all Medicare Benefits Schédule.
payments have increased from 14% to 15.55%; and

the ranking of States/Territories according to
Medicare pathology benefits has reémained fairly
stable throughout the 14 month period with New
South Wales significantly ahead of Victoria and
Queensland, then Western Australia and South
Australia close together, then: Tasmania and
finally the Australian Capital
Territory/Northern Territory. -

1.27 Although not ‘shown, for' all four periods of this

fourteen month analysis Part 7 of the Medicare Benefits Schedule

has remained fourth in its ranking according to Medicare benefits
paid behind Part 10 (Operations - 1lst), Part 1 (Attendances -
2nd), and part-9A (Computerized Axial Tomography - 3rd). '

(b) Table 2 - Approved Pathology Practitioners as at 27/6/85

1.28 To appreciate one dimension of the number of
people/organisations involved in the industry the Committee

extracted from the Department of Health. CROMP current figures on

APPs, broken down into four classifications and also listed by
State/Territory location. Although the CROMP system allows an APP
to be listed under multiple classifications, only the designated

principal classification and location of the APP is shown here to

avoid double counting. .
1.29 This table shows that:

. of ‘the 3,061 recognised Approved Pathology
Practitioners approximately 44% are registered
in NSw -and 27% are registered in Victoria;

. the principal classification of most
practitioners is that of general practitioner
and only approximately 3% of APPs are
registered as pathology companies;

. recognised specialist pathologists account for
approximately 17% of APP registrations; and

. the relative ranking of States/Territories is
the same as for Table 1.

(¢) Table 3 - ‘Approved  Pathology Practitioners registered .each
year gince 1977 - N :

1.30 This retrospective examination of the Department of
Health's CROMP registiations of APPs since 1977 gives an idea of
the growthi-and changes in the membership of the APP scheme since
its inception. - ) o

1.31 ~ This table shows that:

7' o there has ‘been steady growth in the number of
. K'APPs since ‘thé inception of the scheme in 1977;

. the relative ranking of States/Territories is
the same as for Tables 1 and 2;

double the number of APPs existed as at 15 July
X985 a8 compared to the number as at
31 Décembeér 1977;

overall growth: rates are not uniformly
réflected in each State's growth rates during
the period of analysis; and

projections of the current year's growth of
APPs registeréd show a continuation of decline
in APPs being registered since ' 31 December
1983, '

(d) Table 4 -~ [List of Apptovéd Pathology Practitioner
classifications as at 27 June 1985

1.32 The  Department of ' Health's  CROMP system twas
implemented in 1981 to assist in the correct identification of
the providers of medical and pharmaceutical services for the
purpose of payment of Commonwealth benefits', CROMP- consists of
a group of data bases via which it is -possible, amongst other
things, to identify the areas of medicine where APP status
applies. ' .

1.33 This table shows thats
. there aré 45 current clagsifications of APPs,
‘however when read ‘in conjunction with Table 2
many classifications contain very few APPs; and

« currently APPs are to be found in most areas of
medicine, '

13 Department of Health submission to the Committee's inquiry
into the Auvditor-General's Réport of April 1985, par.40,
p. 8. i



(e) Table 5 .
Practitioners for March quarter 1985 (1/1/85 '~ 31/3/85) SR

5 = _Activity analysis .of Approved Pathology
B iy

I

1.34 Any discussion of the APP gcheme (such as that in

Chapter 2" 'below) needs to be supplemented by reliable data
indicating the curpent agtivity of ‘APPs, This ‘tgplie',-v congtriicted

by marrying data from both the Health ‘Insurance’ Commission's.

Medicare data ‘basé and thé Department. of Health CROMP system;

gives a current picture of the number of pathology services.

rendered by APPs. These levels of activity have been cross
classified, by APP and other CROMP -registrations - such Y
Department of Veterans Affairs' Local Medical Officer statud. )

1.35 This table shows that;

of the 3,053 APPs some 31% were either inactive
or rendered zerd pathology. services, while
approximately, 38% rendered between one and
fifty services - thus overall 68,9% of all APPs
each rendered little or no pathology services
during the gquarter; .

‘only 11% of all APPs provided over 1000
pathology services for the quarter;

approximately 33% of APPs .are registered as
only .general practitioners, 47% of APPs are
registered as both general practitioners .and
Department of Veterans' Affairs Local Medical
Officers. (DVA LMOs);- .

almost 77% of DVA. LMOs who are RAPPs each
rendered little or no pathology services;

72.5% of practitioners. who are "an. APR and
registeréd only as a general practitioner each
rendered little or .no pathology services; .

. 41% of practitioners who aie an APP and
registered as a specialist pathologist each
rendered over 1000 services during the quarter;

. 19% of practitioners who are only registéred as
an APP provided over 1000 services during the

quarter; and ) .

11.8% of all registered APPs have not made any
claims in any period. '
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(f)" ‘Table 6 - - Locations of Appr,bv.,é‘q Pathology Practitioners’
practices

1.36 A further characteéristic. of APPg that may -be examineéd
is:the State/Territory Yocations of APP practices.’ Table 6 was
prepared using current locations registered with the Health
Insurance .Commission and CROMP. - Iwo limitations. with this
analysis are that this breakdown of registered APP locations does
not show the number of locations for an APP within a State and/or
perritory, nor does it indicate the poundaries of particular APP
‘catchment areas'. :

1.37 This table shows that:

. although the majority of registered APPs have

ot practices located in one State or Territory,

© 111  have practicés _ in two. or  three
States/Territories; -

. given ‘that Table 5 suggests that the greater
majority of APPs are virtually inactive it
appears that APPs with multiple State/Territory
practice locations may be: probably among the
more active group of practitioners, in terms of
number 6f services rendered; and

a small number ©of APPs havé practices in
non-adjacent States/Territories.

(g) Table 7 -~ Number of &peécialist pathologists professionally
associated with the top 25 pathology groups during the March 1985
quarter (1/1/85 - 31/3/85) ) '

1.38 ~on 27 July ‘this’ year the <Chair of the Committee's
Sectional Committee for this inquiry, Mes R J Keily, MP, wrote to
several pathology groups (including the top 25) seeking
information about the number of specialist pathologists
professionally associated with them,  After -consideration of the
replies to this letter the Committeé has deécided to publish some
general data on - thé number of specialist pathologists
professionally associated with theé top 25 pathology groups during
the March 1985 quarter. Though these findings are not readily
verifiable, &nd  the -integrity =~ of the data résts with the
respondents, the Committee believes that the results are a useful
supplement to the discussion in Chapter 3 on SP/0OP billing.

1.39 Tt should be noted that the top 25 pathology groups
listed employ (as do other APPs) variable but often significant
quantities of other classes of staff such as other non-pathology
specialists (e.g. specialist physicians), general practitioners,
pathology technicians, ‘scientists, administrative and various
clerical support personnel. '
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1.40° , This fable sghows'.that, based oh. the respongesfrom
‘pathology :groupss: o o Tlas ey

. few of the 'large .(in: terms of seryices:..

« rendered) .top 25 pathology groups. in Australia -
had. many ' full-time specialist pathologists.
professionally associated with them during this

period;

. 608 of the top. 25 pathology groups had
part-time specialist pathologists
professionally associated with ‘them during this
quarter; )

3 of these top pathology groups (2 groups here
are fcg most purposes the same group, refer
discussion Chapter 2) have relatively large
teams of full-time specialist pathologists.
associated with them; ’

because the higher SP (specialist) pathology
f‘ee‘ can be charged: if a test is done: by or
"supervised' by a specialist pathologist (refer
discussion Chapter 3) .for .most -of these top 25
groups most tests they bill at the SP rate may
be done by others under the 'supervision' of a
small number of specialist pathologists;

there are cases. where only one or a small
number of full-time specialist pathologists
appear. to 'supervise' .many tests billed at ‘the
SP rate in different laboratories/locations;

part-time specialist pathologists .may be
professionally associated with more than one
pathology group: )

.

. after allowing for at least 2 cases where (in
each case) it is understood 2 of the top 25
pathology. groups: may be thought of as one
group, 133.4 specialist pathologists  are
associated full-time with the 21 top pathology
groups and 34 specialist ~pathologists are
associated part~time with these groups; and

.

the tqp‘ 25 pafihology groups einploy full-time
approximately ' & 25% of all specialist
pathologists, :

(h) Tables 8A, 8B, 8C, 8D - March 1985, December 1984, September
1984, June 1984 .quarters - services, benefits, patients of the
top 25 pathology groups ’

1.41 Essential background to the discussion in the following

Chapters on the provision of pathology services by non-government
APPs is current data on services, benefits and patients. In order

12

to avoid uhwieldy analysis the Committee has decided to use data
requested from the: Health Ingurance Commission which focusses on
the top 25 pathology groups in each of the following recent
quarters. Very few .changes occurred in either the overall
membership or order of the top 25 pathology groups during this
period.. C v

1.42 These four tables ;s'how that:

. the top 25 pathology groups rendered the
following percentages of all part 7 MBS
pathology services ~

March 1985 quarter - 48.69%
December 1984. quarter - 48.94%
September 1984 quarter - 48.12%
. June 1984 quarter - 48,58%;

. the top. 25 pathology groups received the
following percentages of Medicare benefits in
respect of pathology items in part 7 of the
MBS ~

March 1985 quarter

- 50.77%
December 1984 quarter - 50.97%
September 1984. quarter < 50,02%
June 1984 quarter - 50.71%;

thé‘ ‘ top. 7 pathology groups rendered the
following percentages of all part 7 MBS
pathology services -

March 1985 quarter -~ 25.16%
Decefiber 1984 quarter - 25.20%
September 1984 quarter - 24.90%
.Juné 1984 quarter. - 24.,21%;

the top 7 pathology groups received the

following percentages of Medicare benefits in

. respect of pathology items in part 7 of the
. MBS ~

March, 1985 quarter = 26.41%
December. 1984 quarter - 26.53%.
September 1984 quarter - 26.18%
June 1984 quarter - 25.42%;

. within the top 25 pathology groups, for each
quarter, the number of pathology services per
patient is fairly uniform across all groups
though there is less uniformity in Medicare
benefits per patient in each gquarter; -

there has been very little growth in the number
of pathology services rendered, either by the
top 25 pathology groups as a whole or in the
total for all APPs, during these four quarters,

13



« there has been" ‘positive, :though variable,
growth in theé total Medicare pathology benefits
paid; and : .

within the top 25 pathology groups each.
individual group's market shace ~ as measured
by either their percentage of total pathology
services rendered .or percentage of total MBS
part 7 pathology benefits -~ has fluctuated
during the four quarters..

(i) Table 9 - Services',‘ benefits, patients of a pathology group
aligned with a chain of clinics

1.43 To demonstrate an -éxample. of .an APE who is of
particular concern to both the Government and the profession at

present the Committee has decided to publish the data shown in

Table 9., While not as significant, in terms. of services rendered,
as the top 25 pathology groups, this APP is of ‘particular concern
because: of the very high and apparently unwarranted average
Medicare benefit per patient and the number/type -of pathology
services rendered per patient, This data is of relevance to the
discussion in Chapters 2, 3 and 4 that £ollow,

1.44 This table shows that:

. relative to the figures in Tables 8a, 8B, 8C
and 8D this pathology group has a high number
of pathology services per patient and large:
Medicare benefit level per patienty and

relative to the top 25 pathology groups this
group is small in terms of pathology services
rendered and total number of patients,

.

(j) Table 10 - Approved pPathology Practitioners who requested
pathology from the top 25 pathology groups during the March 1985
quarter .

1.45 To investigaté the amount of pathology referral
amongst/between APPs. the Committee requested the data shown in
Table 10 from the Health Insurance Commission. What this does not
show (and cannot show because of the dearth of data on non~APPs)
is the number of pathology serviceés referred by APPs to non~APPg,
Nonetheless the table is. useful -and its data may be read to
support the findings of Table 5 wherein most registered APPs were
shown to be inactive or almost inactive.

1.46 This table shows thét:. }
. many current APPs who: are registered to ‘provide
pathology: sexvices have chosen, .instead, to

request. pathology services from the top 25
pathology groups;

14

. approximately 68% of tests referred on during

this period come from APPs who are registered
as. DVA  LMOs but are not specialist

. pathologists;

(k) Table 11 -~ Savings if 1(}% of SP pathology items were claimed

at OP rates

.47 To provide some .quantification to the discussion in
Chapter 3 on SP/OP billing and to illustrate the general current
dominance. of SP billing the Committee requested the Health

approximately 7% of APPs  who are also
registered as .specialist pathologists have
reférred pathology on to the top 25 pathology
groups during this quarter; .

there is inter~group referral of pathology
between the top 25 pathology groups; and

the total amount of Medicare benefits for tests
referred by registered APPs to the top 25
pathology groups is significant ($6m per
quarter - or approximately 7% of the total MBS
benefits for part 7 services).

Insurance Commission to  provide the analysis summarised
Table 1.
1.48 This table: shows that:

of all the pathology items in part 7 of the
MBS, most (206) have at least a two-tiered
SP/OP benefit striucture (the SP benefit is
substantially . higher than the OP or HP
benefits); . f

of MBS pathology items with at least a
two~tiered SP/OP benefit structure the greater
majority of services are rendered at Sp, and
over the 4 quarters analysed the dominance of
the SP rate is growing as follows:

June 1984 quarter - 83.3%.
September 1984 quarter.- 83,5%
December 1984 quarter - 85.1%
March 1985 quarter - 86.8%;

if there was a uniform 10%. shift from SP to OP
rates for all MBS part 7 items with at least a
two-tiered SB/OP benefit structure, for the 4
quarter period the savings in Medicare benefits
would be $7.37m or "2.28% of all Medicare
benefits paid, based on {conservative)
calculations using MBS rates as at March 1984
for all four quarters (including March 1985).

15



(1) Table 12 - Locational mix of -multi-state Appioved pathology

. overall 79.04%,, of APP rendered pathology
Practitioners

services were billed at the SP rate; and

. when the data in these two tables is read in
conjunction with the data in table 7 it is
cleat that, in fost of the top 25 pathology
groups;. specialist pathologists may only be
capable of 'supervising' thé greater majority
of the many tests carried out. at-the SP rate,
even though these tests imay be undertaken
simultaneously in different branch laboratories
at different locations within each pathology

1.49 Several. interesting regional characteristics of the Ill
multi-state APPs, as shown in Table 6, are given in the
locational breakdown in Table 12: It is uyhderstocd that many of
these APPS are not active, as' per Table 5. :

1.50 This table shows that:

. approximately 37% of multi-state AFPs have
their principal location registered in NSW;

] group.
. the relative State/Territory rarnking of the
principal multi-state APPs are the same as the Conclusions
State/Territory rankings in Tables .2 and 3; and
i 1.53 -The Committee does - pot wish to reach detailed

coniclusions based on the information above prior to discussion in
the following chapters, of associated administrative systems and
other issues.

the most popular multi-state APP practice
locational mix (regardless. of principal’
location) is NSW/Qld (31.53%) followed by
Vic/NSW (26.,12%): .

. 1.54 It does, however, conclude that:
(m) Table 13A - SP/OP division of services of top 25 pathology o . ) i
groups for. March 1985 quarter, 4 . pathology benefits are a significant and
Table 13B ~ SP/OP division of benefits of top 25 pathology ) growing segment of Medicare .expenditure which
groups for March 1985 quarter ’ B should be fully accounted for;
1.51 To complement the ifformation in tables 7, 8A to D and ' . theré is legitiimate cause for concern about
11 the Committee has prepared tables 13A and 13B. from current i . some aspects of the nature of growth in
Health Insurance Commission data on the top 25 pathology groups. pathology benefits, services and providers pre
' i and post Medicare;
1.52 These tables show that: o 3
. the, private pathology industry in Australia
. for each of the -top 25 pathology gtoups almost: : appears to ‘exhibit oligopolistic
all of their pathology services are provided at ' characteristics, d.e. ‘a small number of large
the (higher) sp rate, varying from 99.91% to N pathology groups provide the mdjority of
94,59%; - . 5 services; and
. for the top 25 pathology groups as a whole only - . with the commencement of Medicare, and the
1.63% of their servicés are provided at the OP A Health Insurance <Commission's provider claims
rate; 3 review function, this Committee's and the

Penington Report's concerns about the effective
monitoring of medical services such as

. for each of the top 25 pathology groups almost I
pathology should be addressed.

all their pathology benefits have: been paid at
the SP rate, varying from '99.93% to 95.55%;

for the top 25 pathology groups as a whole only
1.51% of benefits were paid at the OP rate; i

. for the other (i.e. ron-top 25) APPs 1,744,723
or 61.39% of their services were 'billed at the
SP rate;

1s 17




77 (PATIOLOGY  SERVICES): AS' NI127/6/85 w1

OF THE MEDICARE BENEFITS SCHEDULE

PART

State - General Pathology Specialist ALl Other Total

[ N R o R ;
' %é%%‘bo ) %{’}/9'%‘ to - %/1}.%/834& : %/1%33;0 Practitionérs -Company ?ﬁtgg‘];ggi:tsﬁ ‘ ‘ fpeciﬂists
% $ ' $ sub-specialities)

acr. 1 048 997 65 841, 67 381 66 490 RN 726 60 215 341 1342
NS 39 099 542 37 983 057 36 967 736 39 721 480 Viess 434, 16 155 210 815.
vie.. 19 617 298 17.750 460 | 18.572°005 18 657 570" Qld. - 208. . 5 s - 70 321
Qid. 19 151 330. 14 193 424 12 724 493 15 184 564 - ‘ s - 82 5 38 - i 66 191
sa ) 6 115 344 . 5763615 5 751 467 6 453 583 o 164 5 5L - 54 274
W 7 514 450 6 411 727 6 659 046 6 803 707, Tag, 47 5 17 1n 80
Tas. 2 165.798 1 852 864 I 774 670. 1 805 857 1 M - s 1 1 0 7
NT 141 794 124 339 104 035 89 255 ° i ACT 11 2 4 7 24
Unallocated - 79776 39338 599 ° ; not spécified 6 [ 1 [} 7
Total for Part 7 ) . i Total 1.683 .99 520 759 - 3061
of MBS 94 854 553 84 225 123 82 660 170 88 788 497 : . ‘
Total for all

*data derived from Department of Health Central Register of Medical

Parts of MBS(S) 677 066 609 571 536 025 550 176 153 570 673 1%6 i Practitioners, only one (principal) classification of the APP is shown.

as a

Part 7 .
% of all MBS 14.00 14.73 15.02 15,55

* based on HIC DOP data as at 10/4/85,

) i 19
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Total .

15
July
1985

Dec.
1984

31

Dec.
1983

31

31
Dec.
1982

1981

Dec.

31

Dec,
1980

31

REGISTERED EACH YEAR SINCE 1977

1979

Dec,

31

TABLE 3 — APPROVED PATHOLOGY PRACTIT

1978

Dec.

31

31
1977

TABLE 4 - LIST OF APPROVED PATHOLOGY
PRACTITIONER CLASSIFICATIONS
AS AT 27/6/85

1352
a1
324 7
19L -
275

80
7
23
3 070

28
23
10
10
14
4
0
1
90
3 070
n.a

(* as per Department of Health Central Register of Medical
Practitioners)

Anaesthetics
Anatomical Pathology
Cardio-Thoracic Surgery
Clinical Chemistry
Clinical Haematology
., Consultant Physician Cardiology

f Consultant. Physician Haematology
Consultant’ Physician Pharmacology
Consultant physician Endocrinology
Consultant Physician Gastroenterology
Consultant Physician General Medi¢ine
Consultant Physician Immunology (including Allergy)
Consultant. Physician Internal Medicine
Consultant. Physician Neurology
Consultant Physician Nuclear Medicine
Consultant Physician pPaediatric Medicine.
Consultant Physician Psychiatry
Consultant Physiciah Renal Medicine
Consultant Physician Rheumatology
Consultant Physician Thoracic Medicine

- . Cytopathology

b, Dermatology
: Diagnostic: Radiology
¥ General Medicine )

General Practitioner

General Surgery

Haematology

Immunology

Internal Medicine

Microbiology

Neurosurgery

Obstetrics and Gynaecology

Ophthalmology

Orthopaedic Surgery
- Qtorhinolaryngology

Paediatric Medicine
\ Pathology Laboratories
. - Pathology
’ - ' Plastic and Reconstructive Surgery

Psychiatry
\ -+ Radiology

. - Rehabilitation Medicine

Suggery

Thoracic Medicine

Urology

79
41
41
1
39
3
1
1
216
7.8

2 980

9.1

231
2 764

231
2 533
10.0

198
9.4

y 1985; each practitioner is counted once only at principal

2 302
location; APP's totals on Table 2 (3 061) and Takle 5 (3-053) are comparable.

1;

62
75
14
12
14
3
0
0
180
2 104
9.4

202
92
1.7

12.2

Mo
w,l_‘. Ot

187
1722

2
9
5
1 535

* based on Department of Health CROMP data as at 15 Ju.

% growth
previous

year

Rsw
Vic
Q1d
SA
WA
Tas
NT
ACT
Total
Accum
Total

) . e o
0 h o o ) 21




2
96.3
0.8
2.6
0.3
106.00

25
78

Number of
Approved
Pathology
Practitioners
2 942

37053%

PATHOLOGY PRACTITIONERS
23

. LOCATIONS" OF APPROVED
PRACTICES

TABLE 6 ~

(a) in non-adjacent
States/Territories
States/Territories

(b) in adjacent
* number of approved pathology practitioners as at 31 March 1985,

based on HIC data as at 1/7/85.

In one State/Territory only
In two States/Territories:
In three States/Territories

a
=1
153
-
i)
o
o
=3
=]
@
O
-
Ei
o
o
%)
[
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TOTAL
NUMBER

OF

%8

TABLE 9 -~ SERVICES, BENEFITS, PATIENTS
GROUP" ALIGNED' WITH A CHAIN OF
NUMBER OF MEDICARE.  MEDICARE  MUMBER OF

:
:

PATHQLOGY

SERVICES

BENEFIT

PER

PATHOLOGY ~ BENEFIT'

- S

PAID

PATIENT PER PATIENT  PATIENTS

$

RENDERED

$

JUNE 1984
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5 456

6 449

4.7
5.3

73.80
87.22

30 175 475 913.15
29 076 475 874.40

1/10/84 - 31/12/84

QUARTER.
MARGH: 1984
QUARTER

DECEMBER 1984

VV#S -.31/3/85

1984 and March 1984 quarters reflect the impact' of current HIC adwinistrative

health screening practices by this pathology group the figures for the December
action, if disputed/disallowed services were included in these last two

* based on HIC DOS data; because of current Medicare claims action to combat

quarters it is believed that all figures for both quarters would show
significant increases in proportion with previous quarters growth patterns.
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CHAPTER 2

Outline of the: APP scheme

Problems

THE APPROVED PATHOLOGY PRACTITIONER (APP) SCHEME

Evidence: and submissions of the RCPA

and the NATA
Conclusions and recommendations

HIC review of pathology claims

.
.
.
.
.
.

the

revised
OP fee

' Thé‘ APP scheme is -essentially- a national licensing
-Administered by the DoH,
items were introduced later on

scheme was introduced om 1 Augiust 1977 along with a

scheme. .for pathology providers;
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2.1

of the MBS which included an SP,

(pathology)
structure (HP rates for MBS Part 7

1 November 1977).

Part 7

2 For pa.thology" sén}ices: in Divisions:1 to 8 of Part 7 of
the MBS, Medicare benefits are not payable -unless these services

are performed by an APP,

2.2

persons: employing medical

seeking to become APPs are required under the

Medical practitioners, or

practitioners,
scheme to: .

2.3

| “s3p4eueq dif < ey

comply
the.

in

Undertaking (refer Appendix 5); and
l (unchanged since

gpecified
$10

an Undertaking to

with a Code of Conduct and: the other

pay a fee

1977).
Where a. medical practitioner,

conditions

complete

(1)
(i)

the
the

or a person employing a
Undertaking and pays
approve

Health may
person employing a medical practitioner, as
ion fee is not refundable if the Undertaking

for

completes the
Minister

the
or. the

an APP. The applicat:

‘medical practitioner,
is not approved..

prescribed fee,
practitioner,

2.4
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2.5

. Section. 16C (1) of .the Héalth -Insurance -Act
specifies the categoriés of 'eligiblé applicant" for the purposes

of giving APP Undertakings as follows:' -

2.6

ap

(a)
(b}

(c).

(4)

(a)

(b)

In summary, the common form of APP
pendix 5) requires that:

a hedicai -practitj.i-oner;w 7

a person (other than & State of an
authority) who emplovs 'a medical

-practitioner - or medical practitioners

to render pathology -services;

a State: or .authority, being a State
or authority specified by the
Minister in writing for the purposes
of this definition; or

a person (other than a State, an
authority or a person referred o in
paragraph (a) or {b)) who,
immediately before. the date of

commencement of this .section,; 'was

carrying on. thé business of rendering
pathology ‘services: at the request .of
medical practitioneis; where - '

(i) in accordance with an approval
granted by the Secretary of the

Department of  Health, that person

issted to the person who incurred the

medical expenses in respect of a. .

pathology service so- rendered (not

being the practitioner who requésteéd

‘the rendering of ‘the service) an
account: or receipt for his fees- in
respect of the sexvice; and

kii}) a medical beriefit was. paid before
that- date in respect of the sexvice.

there is no sharing of fees or

benefits between. practitioners. °

ordéring: tests .and an  approved
practitioner . rendering: ‘pathology
services; - AR

" no Spproved practitiongr provides

free services, payments or other
considerations as ~incentives to a
practitioner ordering tests;

36

(HIA)

Undertaking (at

L . . {e).. the approved practitionexr rendering

P A the. .gervice should bill the patient

R .direct; he/she- should not bill the
practitioner reguesting the service;

(dy the -approved practitioner may not

. enter into any arrandement whereby

multiple services rules built into

the structure of the Schedule are
knowingly avoided; or .

(e} 'the approved practitioner- will not
render or request excessive services.

2.7 The HIA stipulates that Medicare bénefits are not
payable in respect 'of a pathology service unless a practitioner
has determined that the seryice -ig 'reasonably necessary for the
adequate medical .care' of the patient concerned, whether he/she
performs the service or requests another practitioner to perform
the pathology tests.

2.8 The Acf: also prohibits Z:e':tain practices whereby an APP
might induce a. medical .practitioner to request excessive
pathology services, The legislation specifically prohibits:

{a) - the .making of any payment to'. the

- requesting practitioner, . either

- directly or indirectly, or the -making

. .-of . such payment in respect of, the

. staff of the requesting -practitioner

for the purpose_ of taking pathology
specimens; .

(b) .the performance . of -a . pathology
sexrvice _at the request of a
practitioner with whom he/she has an
arrangement: for the sharing of the
costs of staff or equipment; .

{c) the oprovision of nursing .or other
staff . at. the premises.. of  a
practitionet for the - taking of
. pathology specimens; and:

(d) the performance of a pathology
. gervice at - the request. of a
practitioner with whom -he/she has an
arrangement where space in a building
is shared or is provided by one to
the other; and .the - charges payable
" under.-that arrangement are 'not ‘fixed

at normal commercial rates.

37



2.9 Action may be -takeh™ under : the HIA following the

. X KEREA ' -Section 129AA provides penalties of
identification of suspected excessive  requests for pathology .

up- to. $10,000 or £ive -years for

gervices, the: provision-of excessive services of breaches of the offering or  accepting bribes etc. in
Act insofar as provision of requesting pathology services, respect .- of . rendering/requesting
. ) pathology services;

2,10 The £ollowing legislative provisions are available in . A o . o
these circumstances: . R E: 4 . ' Section 129AAA provides penalties of
- 1} up to $10,000 or 5 years for offering
. Section 16A . of the. HIA (refer - . inducements in respect of pathology

Appendix 4) requires:APPs %to retain B servicesy and. -

written requests for pathology * .

services for a period ‘of 18 months . Section 129AB provides- penalties of

(Section. 16A. (3) (a)), an APP is
required to produce these requests
for. pathology services within 14 days
of notification (Section 16 (3) (b)),
failure ‘to retain and/or produce the

up to $500. or six months for
obstructing authorised officers £from
entering premises for the purpose of
exercising the powers of a warrant.

‘

required documentation: may attract a Problems
fine of up to §1,000; . . ot . .
2,1 All witnesses to this dinquiry have expressed grave
. Medicare benefits are not payable’ for concern about the many serious problems that currently exist with
pathology '.services ' in respect of both the administration and the: design .of the APP scheme.
health . 8Bcreening services, - -

2.12 These concerns are ‘encapsulated in the £following

{Section 19(5)): ) 3
j 1 comments madé by a specialist pathologist to the Committee:

. the Minister for Health ‘may refer to .
.a Medical ‘Services Committée of ¥ There is nowhere in the schedule that says
Inquitty (MSCI) ‘the question as to i that only- a .pathologist should do
whether a providér = has rendered | pathology:. Anyone. at all can become -an
excessive ~‘services or .initiated ' Approved Pathology Provider .- anybody; all
excessive pathology services: you-do is :xring the Commonwealth Department

{Section 82);

an MSCI shall report to ‘the Minister
its opinion on the renderihg of

excessive services or the initiation

of  excessive pathology seérvices
(Section 104);

an MSCI may recommend - that the
Minister revoke acceptance -of the

undertaking of the APP and the BAPP
rep)ay Medicare benefits - (Section
105);

the Minister may make determinations
in - accordance with « MSCI
recommendations (Section 106);

Section 129 provides penalties of up

to $10,000 or five years for making
false statements;

38

of .‘Health and’ you =say: -*I want -to be a
pathology provider’. They do not say: 'What
speciality are you in, doctor 2?' .or 'Where
did you train 2" or 'What did you do 2'.
They do not ask you anything. They sénd you
out a form which most sign without even
reading and pay $10. When I signed the form
back in 1977, I quaked inside before I
signed it, it was such. an all-consuming,
legal thing that I  did;, and paid off my
$10% It Is interesting that in 1984 it is
still only $10. '
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2.13

there are at least seven major probl

follows.

So for $10 you can write yourself a cheque: '
to make as much mohey as you want because
now you are an Approved Pathology Provider,
That ‘means. you are entitled not to do
pathology but just to. bill for it. There is
& very subtle difference. Pathologists do
pathology in 1laboratories but 'ordinary*,.
'OP', GP providers bill pathology. They do
not do it; they send it somewhere. The
somewhere. can be anywhere, which is not
legislated for, which does not meet
accreditation requirements, which does not,
meet quality -control. The technician or
company, or whoever owns the business
charges the fee for doing that pathology,
which is about the 50 per cent mark., So. in
other words, we have a fee split straight
away. The GP then bills the patient Ffor
something he does not even o, that he does
not even know the first thing about,l

A review of the Committee's evidence suggests

(a) An ‘'open-ended’ membership.

2.14
potential

the HIA permits any person wh
medical practitioner to rende
and any medical practitioner

that

ems with the APP scheme, as

The APP scheme is 'open-ended' in the sense that its
membership is huge. Category (b) of Section 16(1) of

pathologists) to be an APP, As Table 3 shows, APP growth has
strong and continuous since the scheme's commencement,
approximately 206 new APPs. being licensed each year,

2,15
follows :

Specialist pathologist -

o employs (part or full time) a
r patholggy services to be an APP,
(not just recognised specialist
been

with

One specialist pathologist spoke of the situation as

In the (geographical region),
of which. I “have personal
experience, there have been
more GP providers 'come on the
system', as they call it, in
the last six months than have
ever passed a pathology exam
since the inception of the
RCPA, You just ring up the
Department and say : 'I want
to be a provider'. It sends
you a form, you send your $10
and you are in business,..

1  PAC 82/9/B(100).
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PAC Member - Is . this.  -performance of
pathology .byr 6GPs or APPs
conducive to:.unnecessary tests

» or overservicing or whatever

you like to call it ?

The figures that I saw in the
{geographical region) in
1982~83 honestly would make
your hair stand on end.

Specialist pathologist -

2.16 It is apparent that the number of APPs in Australia is
far in excess ©of the membership of the dominant specialist
pathology professional organisation, the RCPA. The RCPA has
stated to the Committee that :

«ss all medical practitioners are potentially
capable of registering as APPs, The College's
current membership is 1079 Fellows, This includes
117 Fellows in HNew Zealand and 84 overseas
Fellows, Not all of the membership is currently in
-active pathology practice as the figures include
academics, retired pathologists .and Fellows who
hold other gualifications and practice in various
alternate fields of medicine., As we have no
knowledge of the number of practising pathologists
it is difficult to estimate the percentage of
College Fellows, From our manpower studies in 1981
we would venture an educated guess that 85% of
practising specialist gathologists (not APPs) are
Fellows of the College,

(b) Scheme not reviewed.

2,17 One aspect. of the DoH's administration is its lack of
regular, effective review of the APP scheme. The Committee
understands that once an eligible applicant has paid his/her fee
then that is the end of the matter.

2.18 The legal remedy of Ministerial revocation of an APP
Undertaking would appear to be an ineffectual device as the HIC's
claims review monitoring of APPs is not linked to any DoH
administrative function of processing APP applications and
regularly reviewing APP scheme membership.

2.19 The DoH's record on administration is not good, as the
Committee*s 203rd Report detailed, The DoH APP scheme's
administration is linked to its Central Register of Medical
pPractitioners (CROMP}. The Committee is concerned to see that the
Auditor-General, in his April 1985 Report, in an audit of the
operation and update of, CROMP through the SA regional office of
the Department during 1984 found ¢

2 PAC 82/9/B(100).
3 RCPA submission 20 June 1984, PAC 82/9/B(84A)Pt.3.
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.5 there was sa' Idtk’ ofentrally ' dpproved |
’ instructions ' covering regional- bz’dcéaul;'eé‘ ‘f‘:)%: the -
operation and update of CROMP;

« the autheéntfcity of requests for additional
provider numbers was’ not béing ¢onfirmed with
practitioners;

. there were poor communicdations between central
office and ‘the regional office about CROMP
changes; and

. certain error reports were not being checked.4

2.20 Several of these weaknesses have been ircluded in
f;ggxgus'mAu%itori-;:(‘::eneral"s Reports, e.g. September 1982, May
. e ‘Committee notes that the Department is now ¢t
steps to rectify these matters. ® now taking

2.21 Without effective, visible and regular review of the

APP scheme by the Dol there is' no stimulus for ABPs to abide “by’

the conditions of their Undertaking and its associated Code Gf

Conduct, Similarly, the DoH's generally poor past record of

;g:é;\iftr:fionineeg: t: be ilxln‘p:ov’ed‘ if practitioners and others
pating in e APP scheme are to be -

their responsibilities. ° e:gpected to observe

(c) A $10 fee,

2.22 Since the commenceméent of the APP scheme ‘the r uired
fee for eligible applicants seeking APP status’ has bee;q $10,
While the Committee is not familiar with the original rationale
for setting this particular level of fee, ‘' given ‘that it has
stayed at this amount since 1977 it seems clear that the basis
ig‘r’iitg determination wag -either arbitrary and/or it has not bsen

ed. X

2.23 Certainly many wit have focussed on the low level
and gtatgc nature of the fee, Many app:ar to view it as
qharacte.r:l;stiq of the managemént of the app scheme generally,
éég‘;tec;eated many years ago then left alone, not developed hor

2.24 For all APPs it appears' that th 1 3 h
immaterial amount, ppear ¢ F10 fee iz an

4 gep%t of the Aud!hor—tseneral,‘ April 1985, AGPS, Canberra,
5 Refer paragraph 11.1 of September 1982 Auditor-Generai's
§:g§§: and paragraph 11.3. of May 1983 Auditor<General's
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2,25,  Apart .from abandoning the fee, possible options for
setting an ai;prpp;’ia"ﬁg reviged fee in the future might include :

. linking &t to the nimber of ' pathology
services. rendered or the amount of Medicare
benefits received; or

. an  apportionment of an updated DoH

; administrative on-cost or overhead
calculation; or .

. a tiered fee structure for solo

practitioners, g practices and

rou]
corporations/commercial laboratories; or

. a fee designed to discourage inactive APPs
staying in the industry.

(d) No laboratory acéreditation linked to APP status,

DA "
2.26 One of the most serious problems with the APF scheme is
that there is no requirement for APPs to either :
L e operate an accredited laboratory; and/or
. oniy refer work to  othex accredited
patholeogy laboratories.

2.27 Mandatory pathology - laboratory accreditation. is
urgently needed to discourage the setting up and operation of
'backyard®’ pathology laboratories. It is understood that. such
laboratories may often 'sink test' pathology specimens, i.e. pour
the specimen down the sink and return a ‘'normal' test result to
the patient., Accreditation should also ensure that all pathology
laboratories: provide a high: guality of service which is regularly
reviewed by a respected, objective, professional agency to ensure
maintenance: of quality control, appropriate laboratory standards
and required levels of clinical supervision, .

2,28 APP status shoulé be linked to accreditation such that
pathology services billed by the APP can only be provided via a
fully accredited laboratory.

2.29- When asked by the Committee about its involvement in
long standing proposals for accreditation of pathology
laboratories the DoH replied s

The Department already chairs and services the
National Pathology Accreditation Advisory Council
‘(NPARC) which has' cesponsibility for co-—ordinating
pathology accréditation in Australia and
developing standards and guidelines for pathology
services. .
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When NPAAC was | established it was ehvisagé’d that
each State would establish aif-accreditationsystem
through' passage of legislation and creatioh of a
Board, Becausé -.States have -been slow to- hove in
this direction (with the exception of NSW and
Victoria which have passed legislatioh but have
not as yet established accreditation ‘boards)
proposals are now being formulated whereby the
Commonwealth, through modification of the present
APP scheme, would be able .to ‘accredit laboratories °
directly. Such accreditation could be linked
either to an inspection system, established by the
Pepartment. and professional bodies, or the use of
approved private testing organisations.

Such- measures would be complementary to State
initiatives, and would not ‘be put in place where
State accreditation systems were operating.
Through @ combination of Commonwealth and State
schemes, all laboratories in Australia providing
pathology services would be subject to
accreditation.

The proposal for increased Commonwealth
involvement in accreditation has the support of
most Australian Health Ministéers and it had been
expected that. legislation would have been.
introduced in the: present session of the
Parliament. But because of the need to consult
further with: States. and make detailed
administrative arrangements, introduction of the
legislation is now expected in 1985.6

2.30 Recommendations for the 1linking of APP status to
laboratory accreditation are not new, e.qg. the October 1978
Report of the Pathology Services Working Party 'Review of 1977

Changes' recommended such action.

Similarly, the RCPA and the

NPAAC have for many years now urged the implementation of

proposals for

Commonwealth accreditation of pathology

laboratories. For example, the NPAAC determined at its 8th
meeting on 28 February 1985 that:

In the Council's wview the draft proposed
Commonwealth 1legislation should go forward to
implementation, the Council also suggested that
members of NPAAC could form the basis of the
Commonwealth Accreditation Board which should also
include a legal expert, a lay person and States'
representatives -as required; '

~N o

PAC 82/9/B(1)Pt.13,
Report of the Pathology Services Working Party, 'Review of

377 22Changes', October 1978, AGPS, Canberra, paragraphs
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NATA.has indicated that it is prepared to act as
an agent of governments in respect of pathology
laboratory inspections and will accept NPAAC as
the standards. setting body; and

“there is a need to make a clear distinction
between NPAAC's btandard setting role and any
regulatory action by governments.

2.31 . At the same meeting the NPAAC noted thatr

victorian legislation .for laboratory accreditation
has been passed though not yet fully proclaimed.
The establishment of an accreditation board is in
progress and the Victorian accreditation system
should be in place within a year. Provision exists
within the victorian 1legislation for the
inspection of laboratories to be contracted to an
organisation such as the National Association of
Testing Authorities (NATA);

selections for the New South Wales Accreditation
Board have been made and are to go ‘to Cabir}et
prior to being gazetted. The NATA/RCPA inspection
procedure is a strong alternative to the State
establishing its own procedure; and

Western Australia, South  Australia .and the
Northern Territory reported no action in their
States/Territories on accreditation although they
supported the establishment of the Commpnwealth
draft accreditation proposal; Tasmania was

monitoring the progress made in- other States; and’

the Australian Capital Territory is intending to
integrate with the New South- Wales scheme.

(e). 'Depersonalised' medicine,

«32 The Committee is most concerned that the existence.
2‘c,>!3‘ corporate APP status via Section 16C (1) (b) of the HIA
can lead to what the past %r.esident of the aMA has termed
'depersonalised medicine’ W1 Chapter 4 of this report
discusses some serious problems that are now emerging with
the infiltration  of entrepreneurs and
laboratéries into the pathology industry.

commercial.

8  NPAAC 'Repo:.t of 8th Meeting', 28 February 1985, p.(iii).

ibid. ]
?.O 'Medical Practice', Australasian Medical Publishing

Ltd.,Glebe, June 1985, No. 30, pp. 18 ~ 2l.
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2.33 ‘One: specialist ‘patholdyist described ¢
as followss A A D L :

s .
B | 5

It was only When ‘the 'automated: mjécﬁi‘n‘és-"biu‘nc’ .
the market that a féw very :clever; et ug nok -

denigrate their -fptelligence;, & few : extremely .

clever medical entrepreneuts  'saw - their
opportunity. -They had a viaion' of ‘buying some' ' -
expensive machine, putting a person in front of it
and making: & million dollars.- and' they did. The
little people will get squeézed out because they

da not have that mentality.: You ‘probably know, ‘T

do not ~have to- téll you, -that all the big
commercial laboratories . are owned by
non-gathologists. There is nof a dre ‘that is ownegd -

. by -a. pathologist. - They'" are owned by nmedical -
entrepreneurs and I guess. there is a place for-
them if that is what the public -wants. A friend of
mine did a. locum somewhere and before he hit the
place: there was a baiket on the doorstép with red - -
wine, white wine, champagne, some chocolates and - -

- what" have you and ‘a reguest- form £rom ‘the -

' . commercial f‘athol'ogy service that lié-was doing the
Yocum for Xl - e o

2.34 Even with accreditation it is possible that commercial
pathology laboratories - operated ‘by entiepreneurs who rank

profit maximisation, " ‘market -control ' and accountability to

sharéholders over and above patient care — may- ‘pgppetuate ‘and’

possibly institutionalise overservicing. -

2.35 - As with calls for. ‘pathology’ laboratory accreditation,
the idea of revoking APP . statug previously granted ‘to natural
persons .other: than medical .practitiotiers, ‘corporate ‘bodies. and
other legal persons has- been récommended by wany “professional
bodies and is not new.l2

(£f) Ineffectual legal remedies.
2.36. Although. ex ante measures to contrel and’ combat
pathology overservicing (e.g. -education, changes to. the structure
of the MBS) are preferable to ex post -legal methéds following
claims. review and counselling, there still exists A 'néed for
recourse- to efficient legal "remediés, Such legal remedies may be
a 'last resort' and ideally be-structuféd such that, in-thé most.
efficient manner, a range of sanctions varying from minor +&o
severe is available. e . : - -

2.37 " If the record is examined as to the success OF medical
fraud and overservicing. legal actions it shows a history of
delay, frustration and unsatisfactory outcomes.

11 PAC 82/5/B(100). i '
12 Repg;t of the Pathology Services Working Party, op. cit.,
p. 11,
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.38 - - In .pafticular . the MSCI . system is now widely
ic?knowiéagéd< tﬁbé» unworkable. .The Committee's 203rd Report in
December 1982 recognised this .and recommended immedtate reform
via the. introduction -of a ney, efficient Medical, Tribunal system
to. address. overservicing, .In its 212th- Report presented te
Parliament in November 1983 the Committee- again repeated its
belief that a new effective system needs to be urgently
introduced to.- replace MSCIg.. .

039" Now, two. and a half years after the 203rd Report's
gezgmmgndatid:r,; the Committee understands that the Government has
considered a proposal to replace MSCIs but has not approved any
changes  ‘pending further research. Similarly, the Committee is
aware - that .an.  urgent review .of offences, recovery and
disqualification .of practitioners provisions of the HIA (Sections
129 and 19B~-E) is currently being undertaken in conjunction with
the AMA. .

.40, But it remains that, -at:_present, .and for at least the
i’a:g three 'years legal remedies for fraud and overservicing in
pathology .and other areas of medicine: have been and are still
inefféctual, largely inoperative and; wasteful of public resources
devoted.to thefr underlying: administrative.requirements.

(9) Pgtho_l{)gy-'. services 'by. or on behalf of" an APP.

" Under Section 16A of the HIA pathology services may be
5et_1%]e,:eduby<the; APP 'or on bghalf of! the APP, This has led to
two major problems : . .

. legalised fee splitting whereby an APP

-, -effectively 'sub~contracts' tests to another

APP, a , laboratory  or some other

' . .establishment in return for splitting the
. MBS fee with that other organisation/person;

.and. )

"e - major . questions .. surrounding ) the
ap'g»xoprigt_eness of paying SP' fees for all
tests done by a pathology group which has
one/few specialist pathologists on its staff
and/or .operatess a chain of laboratories
where testing is done by technicians and
little or no on-=site personal ‘supervision
provided by specialist pathologists (refer
to Chapter 3 for further discussion).

N
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2,42 Legal fee splitting ralses 'feveial qhestions: First and
foremost, if laboratories - are willing to. ‘undertake tests’ for

significantly less: than theé full MBS bénefit, - then are. MBS
pathdlogy benefits too. high? ‘Secondly,’ all -existing controls tend

£0 address the APP blllifg for -the ‘Service and 1ot the laboratory
which may actually -perform. the test in: the caseé ‘of feé splitting.
Thug ‘there would appear to -be'an -acute lack of accountability and
potentially no .quality controls over gome labératories when' ‘fee.
splitting is possible,

2,43 . - The Committeé has exanined. several office records .6f
one particular {large) pathology group (in the- top 25 -groups) and
found that fee splitting. is: very: active and-a means of expanding
the corporate network through :market capture., For exampleé, a 1984
inter~office memo of the predatory pathology group (referred to
below as %) Stated the following :- B : - -

I have -succegsfully converted the X practice to
full usage of %. They (X) weére previously -sending °
all their' bacto, histo and cyto (bacterioloay, -
histopathology, cytology) to a local operation: in
¥ "(a regionmal city). The agreement is that we will
bill all ‘histo- and cyto in £011 direct -to. the
patients and that they (X) will now receive a 50%
discount ofi: théir work:instead ©f the previous.

408, '

2.44 A senior DoH officer located inh KSW commented to .the

Committee in 1984, on fee splitting betwéen GP ' APPs and

unregistered laboratories, saying that :
The proliferation -of wunregistered  laboratories
which perform theé  work --for ' doctorS who have
registered as' APPs  is only- just beginning. These
labotatories perform the work for 60% of the MBS
fee, leaving 40% for the doctor who decided the
test was necessary. Two- leading pathologiste have
indicated to me that feés .should be reduced by
40%. This would help the problem.l4

Evidence and submissions of the RCPA and the »NA"l'K,;

2.45 Although knowledge of pathology "is an integral part of
all medical practitioners" training and skills, the provision of
pathology services. may be viewed as a discrete sector of the
market for medical services. Within this sector the RCPA may be
said to be, by default of any other suitable organisations, the
acknowledged representative of 'pathology interests, This is so
notwithstanding the fact that the College's fellowship coverage
only extends to recognised specialist pathologists and does not
include all APPs or non-APPs: who subcontract to APPs.

13 PAC 82/9/B(1)PE.11,
14 ibia,
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- Founded:in 1:9;51»
Cwpi | the .only'. body

-establish . a - jointly -

the RCPA has .described itself as :
! fully itﬁtébileée,n‘tativev . of
specislist pathologists in Australia. It was the
first body ‘to undectike an ‘active. role in the
improvement of ~all facets of .pathology practice.

The: College. initjated nationwide quality' control
pragrammes ‘and has advodated. the .development of a

laboratory accreditation .scheme -since 1972. In

1983 the "College 'approached. the NATA 'in order to
administered voluntary

laboratory registration: scheme, :

The College has aiways takeh an active gml
co-operative role in- all matters concerned with

" . the preparation and revision, of the pathology

2.47 -

seéction of the MBS. ' A College Sub-Committee was
involved - in ‘thé- drafting  and amendment of the
original }isting, based on ‘the 'most. -common fee'
concept. College -Fellows played-a major part in
the activities of the Pathology Services Working
Party., It was a College ‘initiative that led to the
formation of the Pathology Sub~Committee of the
MBS Revisionm Committee, and College Fellows hgve
‘béen menbers . of  the .Sub-Committee since its
inception. e - .

The College -does -.nqt::lsee.‘its major role as being
&n -economic or industrial body for its Fellows.

From: the RCPA's "e'v"vi\denée and: submissions. the Committee

-obgserves that the College's: position on ' the APP =scheme is

esgsentially a constructive .but pragmatic oné - the ‘College lives
with, and 1s’eeks to improve, a scheme it fundamental];y‘ objects to.

2.48

In submissions to the Committee the RCPA has advised
the following : .

«seothe APP gmcheme- has been previously opposed by
the College a&t. its Annual General- Meeting in
Melbourne 1977 4nd -this opposition has never been
rescinded. Therefore the Executive has no mandate
to endorse the continuation of the APP scheme,lf

«ssthe College A‘nm;aiVGerieral Meeting. in 1977
carried the following resolution - ‘the College

. opposés the -APP scheme because it empowers the

Minister for Health; after .agreement -with his
Medical Benefits Advisory Committee, to vary the
Code 6f Conduct f£fom.that to which pathologists
have given ‘théir undértaking to. abide! .17

.

15
16
17

Réi’h 'S\ibmi*séion 'éo‘ the -ned,ica'r‘é’ Beﬂeﬂés ‘Review Comnittee',
19 September 1984, p. I, PAC 82/9/B(84A)Pt.3.

RCPA

submission 25 September 1984, par. 2(a},

82/9/B(84A)}Pt.3.
RC{’A/sl(lbmiLsion‘ 19 September 1984, p. 3, PAC 82/9/B(84A)Pt.3.

49

PAC



2,49 . - In -evidence given hefore. the ' Committee on 3 September
1984 ‘the RCPA President; 'Professor Pii‘Herdson, presented 7 key
pointg which. represented: an. 'ideal situation' for the provision
of pathology services .in. Australia,l8 These points are reviewed
in tfhﬂ ‘next chapter because of ‘thei . relevance to: SP and OP
enef.its. . B - . . PR

'

2.50. Notwithstahding the College's basic opposition to the
APP gcheme, and -the College. President's 'ideal' . Views, the
College has: -suggested that several changes ‘be made immediately to
the APP scheme. The Committee welcomes this positive approach of

the College and ig bPleased to note .that these RCPA proposed
changes are : ’

+..directed towards suggested modifications to the
existing arrangements which could . move towards
implementing. a more ideal staté and yet not
disrupt. the present. services: or cauge too much
disturbance. to the .geop:l.‘e who -are participating
(in the APP scheme) .l

2.51 First and foremost the RCPA has suggested that the APP
scheme be supplemented by :

«ss.requiring that laboratories operated by APPs be
accredited under the terms recommended by the
NPAAC for various types and categories of
laboratories, The most. setisfactory mechanism for
sucli accreditation would be use of the ‘NATA/RCPA.
scheme to carry out inspections. and assess
laboratories. When State Accreditation Schemes are
established these. could also be -accepted by the
Coxmonvealth and ideally would again_be based on,
NATA/RCPA inspections and. assessments.20

2.52 Second, the RCPA has proposed that :

...the APP scheme continues to include a Code of
Conduct, This Code of Conduct should be revised
and a Working Party of the Department of Health,.
the AMA and the RCPA may be needed to review it,<1

2.53 In evidence- before the COmmit.teé: the RCPA

Vice-President stated that the reason for such a .code of conduct
was s .

««,that most of the problems that have occurred in
pathology have been in the area of -incentives

18 RCPA submission 19 September 1984, p. Z, FAC 82/8/5(34ATPES
19 PAC Transcript of Evidence, Pe. 1534,

22 fgfg submission 19 September 1984, p. 3.

21 » .

50

' being provided toiuthe “ordering-doctor in some way.
"' .The “present: ~APP" ‘scheme -‘hasi. failed in that

Jo

we .+ non-approved ‘laboratori€s havei:been' set up which

i« . scan.legally feé split.with thesordering .doctor, ‘80

.+ + " that he makes ai'profit. out.of: 'ordering the: test

without actually having to perform it. The test

may be medically necessary, but it is 8till an

SO incentive to run ‘at a high level of testing rather

' . than a low level. From the laboratory's point of

B view, there 1is a temptation to 'cut quality,

- especially as' there..dis, ‘dt the moment, 1o

inspection of "quality of. service, in order to

provide the maximum lLeeway for furnishing the
incentive.22 ‘

2.54 - In relation -to :.Bub-contracting ‘the : College has
suggested that : . B . 1. '

. Pathology tests for which benefits .are paid must

be performed in laboratdriés conducted by APPs and
accredited by the Commonwealth., The APP providing

R " the services must. bill the patient for servites he

performs, This means. that sub-contracting would
not. be permitted between APPs. This is to prevent
fee splitting arfangements: with incentive. either
for poor quality services or over usage. '

2,55 In association with ‘the above, the: RCPA has

suggested further that : . .
«.ogervice. companies- -be permitted to provide
premises, equipment ahd staff to APPs. That these
gervices be provided at commercial rates and under
arrangements to be subject to scrutiny at granting
of APP status and on annual renewal of APP status
by the DoH. In particular service companies be not
permitted to provide services to APPs on a fee
splitting basis. All charges to be at commercial
rates for the sServices actually provided.

Phase in provisions would be, required over say a
12, . month: period to allow re-arrangements £rom
present sub-contracts (based on fee splitting) to
the above type of service contracts.&

2.56 On the édestibn of payment of SP benefits the College
has recommended the following »

«so. medical benefits at SP rate be paid only to
medical practitiofers who are speclalist

23 ‘EAC Trr&‘ngc;iptﬂ of Evidenée'*,v p. 5134,
23 RCPA submission 19 September 1984, p. 2.
24 ibiad.
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pathologists recognised by the NSQAC, registered
as  APPs  with. the. Commonwealth and  whose
laboratories are .accredited by the Commonwealth.
That. all work at thé SP rate require a referral by
a medical practitioner or dental surgeon with all
the present provisions: for kequeést forms, ordering
requirements and maintenance of records. to be
continued, <> .

2,57 In relation to eligibility for OP benefits the RCPA has
advised that : . .

«sothe OP rate be available to other medical
practitioners. for tests performed on their own
patients. These medical practitioners would be
required to be APPs and to have their Jlaboratory
facilities accredited in the approz%riate category -,
according to .NPAAC recommendations, < :

2,58 The College's: repre:_ée_ntatives believed this last point

is justified and 'necessary in some geographical areas in

Australia at present'.27 1In. arguing for GP accreditation as per
NPAAC recommendations. the RCPA Vice-President explained that :

...the category for GPs requires that they apply
for each individual test that they would do and
show that they have the facilities and ability to
do the test. This differs greatly from the present
arrangements in which the practitioner can be an
APP but need not do any of the tests himself. He
can send them off on a fee splitting arrangement
to a non-approved laboratory over which there is
no surveillance as to what sort -of staff or
equipment are being used.

2.59 The College hds also recommended to the Committee that
eligibility for OP benefits be broadened to encompass :
«esother medical specialists and to senior
scientists (as defined by NPAAC) subject to
registration as APPs and accreditation of their
laboratory facilities in the appropriate category
under NPAAC recommendations,29'

2,60 The College viewea NPAAC as reflecting :

«ssd 12 year input by the professional bodies and
by the State governments and. Commonwealth

25 RCPA submission 19 September 198.4, p. 2.

26 ibid.
27 PAC Transcript of Evidence, p. 5136.
28 ibid.

29 RCPA submission 19 September 1984, p. 3.
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representatives to.-try to obtain a workable dcheme
that would offer quality throughout Australia,
freedom to all types of medical practitioners to
do work that they are interested in, freedom for
feferral “to - university - departments. and other
specialists, but at the same time' basic quality
and-the avoidance of incentives,30.

2.61 In another submission to the Committee the RCPA has
argued. that, to be effective, peer review of pathologists needs
to be complemented ' by mandatory laboratory accreditation and
quality assurance programmes. The: RCPA 'position document' on
peer review, attached at Appendix 6, refers to the need for peer
review to be self regulated but suppleménted by mandatory uniform
Federal laboratory .accreditation standards.

2.62 The submission of the NATA, attached at Appendix 7,
complements the RCPA proposals.

2.63 Significantly, the proposal f£or mandatory pathology
laboratory .accreditation via .the established NATA system 1is
supported by the NPAAC, the RCPA and other professional industry
groups. Also, the NSW and Victorian Governments are currently
evaluating the NATA . system for ,.implementation of their
accreditation legislation.3? The Committee understands that it is
likely that a NATA inspection procedure will be adopted by these
State Government!'s accreditation boards.

2.64 The Committee has iexamined :the NPAAC reports for 1983,
1984, and 1985 and notes the Council's continuéd support for the
introduction of a NATA based accreditation system.

2.65 The Committee observes that New Zealand has, for some
years now, had a successful pathology laboratory accreditation
scheme - operating through its Testing ' Laboratory Registration
Council which is affiliated with NATA. - :

2.66 . The Committee has éxamined NATA's. 'Medical Testing :
Requirements for Registration' publication and believes it
provides a sound guide to pathology laboratory accreditation.

2.67 The Committée . observes: that NATA is a respected
independent authority on laboratory accreditation generally. The
Association has proven expertise and widespread industry support
for its operation. ‘Most importantly, NATA's governing council has
a balanced structure with representatives from government,
regulatory, industrial and commercial interests.

30. PAC Transcript of Evidence, p.. 5137. .

31 RCPA submission 6 September 1984, passim, PAC
82/9/B(84A) Pt.1. . .. .

32 Refer NSW: .Pathology Laboratories Accreditation Act 1981 and
Victorian Pathology Services Accreditation’ Act 1984, .
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2.68 NATA'8 assessors. and committées Of technical advisers
are : .

. chosen for ‘I:heir‘ owii persenal -expertise and
not as representatives of organisationsy

. selected on the |basis of commercial.
impartiality and objectivity; '

. individuals with recognised knowledge and.
reputation in a particular area of testing
or technology; and.

. people with. status amongst their peers
within the scientific and technical
communities.33

HIC review of pathology claims

2.69 As a result of information disclosed during the past
three years of the Committee's inquiry, and because of the

Committee's advice and recommendations, the HIC now has the

responsibility of reviewing both patiént and provider Medicare
claims, including those relating to pathology.

2.70 At the Committee's 27 March 1985 public hearing the
Minister for Health announced the Government's 'in-principle’
decision té transfer the responsibility for Medicare provider
claims review to the HIC.

2.71 The Minister summarised the reasons for ‘this decision
as follows =

. the need to 1limit duplication and waste
between the Department and the HIC in such
areag as data handling, contact with the
medical profession and fraud investigation;

. to give effect to the desirable principle
that all operational aspects of Medicare
should be brought together in the one
-organisation;

. to eliminate the need for unnecessary and
therefore wasteful transfer of data between
the two organisations; and

. to establish the foundation of new
approaches to addressing abuses of Medicare
Benefits arrangements,

33 'NATA - Its Role and Operation', NATA, Helbourné, 1984, p.
2-3,, PAC 82/9/B(10S).
34 PAC Transcript of Evidence, p. 5860,
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2,72 ¢ + At the 'Committeé's héaring the Minister also stated
that : ‘

The ‘- administration of ‘Medicare attests to this
Government's desire to have ‘public authorities
conduct their affairs to the highest standards of
efficiency’ and accountabilitys

No effort will be spared to ensure that those who
abuse their posgition of trust will be punished.
The Government wishés, however, to ensure that its
efforts are directed at those who deliberately
engage in unacceptable behaviour.

It is clearly not in the interests. of the
Commonwealth -or the profession for technical or
trivial breaches to be pursued unnecessarily when
those breaches may have been made in good faith,
The dividing line between these two categories of
behaviour will continue to be a matter for
exercise of mature, professional judgement and
discretion. This decision will go a considerable
way to address. the legitimate complaints and
grievances of the medical profession. It preserves
-'‘the .interests of the Commonwealth and the
taxpayer, 36

2,73 The Committee notes that Statutory Rule No, 70 of 16
May 1985 - Health Insurance -Commission Regulations (Amendment) -
formalised the HIC's responsibility for reviewing Medicare
provider claims in respect of medical fraud and overservicing.

2.74 In this report the Committee does not wish to canvass
2ll issues surrounding the HIC%s responsibility for reviewing
Medicare claims for fraud and overservicing. Only matters of
relevance to pathology claims are reviewed herein. Other, more
general, related issues will be addressed in detail in the
Committee's Final Report on-this inguiry.

2.75 The Committee has clogely studied and monitored the
structure, .developmént and security of the HIC Medicare data
systems and found them most satisfactory. Many of the statistics
discussed in this report have been derived from these systems at
the Committee's request..

2376 The: Committee has examined the Commission's various
control and monitoring systems designed to disclose and monitor
medical fraud and overservicing. Generally such systems can be
divided into the following categories :

. system wide .preventative measures, e.qg.
controls over the issue of Medicare cards:

35 PAC Transcript of Evidence, p. 5861.
36 ibid., p. 5862.
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. pre-payment. controls, e.g. agsessing rules
incorporated in the claims payment system; -

. gbuti’j{xelt"fpost-pa_ymyent ..monitoring systems,
.e.gs high utilization réports; and

. specialigéd provider/patient specific review
systems; e.g. review of a  specific
provider's patient servicing patterns by
billing type. . :

2.77 ° Thé above systems are available both on line and off
line and access is strictly controlled via in-built security
protq_qols.

2.78 The Conmittee observes that the HIC's sophisticated
review systems allow it to detect both :

episodic overservicing, where a patient. with an
illness receives more . attendances or- other
‘services than are necessary to investigate and
treat the illness, (pathology overservicing may
Lie most commonly in this. group); and

genéralised diffuse heavy servicing, where there
is excessive servicing of the patients of a
practice either perhaps through  encouragement of
doctor dependence in gome patients with chronic
complaints requiring routine supervision or the
active marketing of medical sexvices with no
opportunity ‘being missed to generate a fee
producing service,

2.79 Overall it appears that the HIC"s Medicare ls'ystems‘ are
most. capable of providing relevant,. timely -dnd accurate
information about pathology claims. .

2.80 What is not present, to date, is an adequate structure
for acting upon this information when overservicing is detected.

2,81 As noted in the first section of this chapter; the
inadequate and inefficlent MSCI system is, at present, still the
only avenue of formally questioning the provision of excessive
services,

2,82 The Committee’s 203rd Report and 212th Report clearly
demonstrated that the MSCI system in unworkable, inefficient and
ineffective, :

2.83 The Committee understands that some proposals have been
put to the Government to reform the MSCI system along the lines

of the Medical Tribunal system proposed by the Committee in its

203rd Report of December 1982. However, as yet, no decigion has
been taken to implement such a reform, although many options have
been considered.
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2.84 <" The -Committee  is - aware~ that since acquiring its
extended role -the HIC 'has' been involved in the development of a
detailed proposal to amend the offences, recovery and
disgualification o6f -practitioners provisions of the HIA, This
proposal ‘has beén primarily designed by the DoH and is the
subject of current discussion with the AMA,

2.85. ' ‘The Committee believes that these proposed reforms are
designed to address cases. of overservicing and fraud in an
efficient and effective manner via a multi-tiered system
involving «civil proceedings and, where necessary, criminal
prosécution: v

2.86 The Committee understands that this proposal is
currently being: considered by the Government and that discussions
with the medical profession are continuing.

Conclusions and Recommendations }
2.87 '"The Committee concludes that :

The desigrn and administration of the
Department of Health Approved Pathology
Practitioner scheme is grossly deficient
and requires immediate reform.

The membership of the Approved Pathology
Practitionér sgcheme is 'open-ended' and
its potential membership is huge because
of inappropriate eligibility criteria.

No regular; :effective review of Approved
Pathology Practitioners is undertaken or
linked to Health Insurance Commission
claims review monitoring.

There is' no effective stimulus for
Approved  Pathology . Practitioners to
abide by -the conditions of their
Undertaking and its associated Code of
Conduct,

The ‘once only' $10 Approved Pathology
Practitioner license fee is an
immaterial amount. which appears to
engendér derision. and disrespect of the
Commonwealth's administration of the
Approved Pathology Practitioner scheme.
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-JIhere . is, .no --requirement: for -Approved
l?atholoqy Practitionezs to be accredited
2nd. to operate .in a laboratory which has

. ibeen:, reviewed ;as part of the Approved
‘Pathology Practitioner's accreditation

_process, and/or only refer work to othen
" pathology laboratories. where work is
personally supetvised by other resident
accredited Approved Pathology
Practitioners. : .

.o v .
Fee splitting .of pathology services is
encouraged by current legislative
-arrangements; these .arrangements may
foster overservicing and - allow . poor
quality  .services. to be rendered to
patients unchecked. .o

The majgrity of professional
pathologists and those allied to _the
profession. . appear to.  welcome the
introduction. of <a. high quality and
nationally consistent pathology
accreditation . .programme like that
proposed by the National Association of
Testing Authorities. .

Professional bodies' appear . very
.concerned about the current state of the
industry and wish to see a significant
improvement in both. medical practitioner
attitudes and the Commonwealth's
administration to ensure high standards
-of pérformance: and. ‘to ' minimise
,opportunities for the provismn of poor.
quality work.

It is desirabl'e» for Approved Pathology
‘Practitioner status to be limited to
natural persons such as recognised

accredited specialist pathologists,
accredited medical practitioners. and
certain accredited recognised -
scientists,

Current .legal remedies. to  combat
pathology fraud and overservicing based
on -the Medical Services Committee of
Inquiry system are completely
unsatisfactory, inefficient and need
urgent reform,
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T

Pathology &ests for which Medicare

‘benefits aré paid must be performed in
'Iaboratozies personally supervised by
* resident '

Approved Pathology
‘Practitioners who are accredited for the
Commonwealth by the National Association
of Testing Authorities,

The Approved Pathology Practitioner
eligibility’ criteria in the Health
Indurancé Act be amended such that
pathology “Beéxrvices may not be rendered
"for or' on behalf of' an Approved
Patholdgy Practitioner and that only
natural: "persons can be considered for
Approved Pathology Practitioner status
and accreditation.

If a need for pathology services to be
rendered 'for or on behalf of' an
accredited Approved Pathology
Practitioner can be demonstrated because
of spec¢ial conditions, e.g. geographical

“isolation, then Department of Health

dapproval for ' the rendering of such
services should  be specific and
appropriately constrained.

‘Apptoveéd Pathology Practitioner status
be renewable annually after adequate
administrative examination and review of
the Approved Pathology Practitioner by
the Department of Health, in conjunction
with ‘the Health Insurance Commission,
and after consultation with the National
Association, of ‘Testing Authorities about

' the adequacy of the Approved Pathology

Practitioner's laboratory standards and
organisation,

* The.’ Approx'led' Pathology Practitioner

Undertaking '~ and associated Code of
Conduct be immediately revised by the
National Pathology Accreditation
Advisory ‘Council and thereafter kept
under regular feview by a sub-committee
.0f the National Pathology Accreditation

- Advisory ' Council in consultation with

the National- Association of Testing
Authorities.
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10,

11.

12.

. The  Approved. Pathology Practitioner

license fee be revieved and made an
.anhyal fee of -a material. amount, linked
to the scale v‘?f an Approved 'Pathology
Practitioner's- practice and sufficient
;to cover an appropriately apportioned
‘el.ement of  ‘the Approved Pathology
Practitioner scheme's administrative
cost.

All pathology laboratories operated by
accredited Approved. Pathology
Practitioners be required to be examined
as part of the National Association of
Testing Authorities Approved Pathology
Practitioner accreditation process ‘under
the terms recommended by the Natiohal
Pathology Accreditation Advisory
Council.

The National Association of Testing
Authorities/Royal College of
Pathologists of Australasia scheme be
adopted for pathology laboratory
inspection and assessment as part of an
Approved | Pathology Practitioner's
accreditation renewal.

The Commonweal th ensure that its
mandatory Approved Pathology
Practitioner accreditation arrangements
complement, or be satisfied by, .similar
existing State Government programs where
- applicable.

Commonweal th pathology accreditation
legislation should be  designed to
introduce a mnational programme for those
State and Territory governments
currently lacking legislation.

Where States and Territories do not have
pathology accreditation implementation
programmes, the Commonwealth should
offer. to provide those programmes.

In the absence of State or Territory
accrediting machinery;. the
Commonwealth's National Association of

Testing Authorities based accrediting

‘machinery should be employed.
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13.

14.

15..

16.

17.

18..

19.

Conmonweal th inspection reports and
fécommendations ‘- obtained via the
National Asgsociation of Testing
Authorities. system should be forwarded
to State and Territory accreditation
boards where constituted, and pro rata
cost sharing arrangements be negotiated.

Service companies be permitted to
provide premises, equipment and. staff to
accredited: ' Approved Pathology
Practitioners at commercial rates, All
documentation specifying the conditions
for the provision of such resources be
available for inspection at the granting
and annual renéwal of Approved Pathology
Practitioner status by the Department of
Health in cénjunction with the Health
Insurance Commission,

The Health Insurance Act be amended
spécifically to prohibit fee splitting.

SP  (specialist pathology) Medicare
benefits be payable only to accredited
specialist pathologists who. are
recognised: by the National Specialist
Qualification Advisory Committee.

OP (other pathology) Medicare benefits
be available to accredited medical
practitioners, and certain recognised
accredited scientists, .

OP (other pathology) Medicare benefits
remain applicable to tests gelf
determined by accredited recognised
specialist pathologists.

Appropriate resources be devoted -

to  the Health Insurance
Commission to ensure continued
development of its Medicare
claims review systens;

to the Department of Health to
permit the administration of
the Approved Pathology
Practitioner scheme to be
significantly upgraded and
maintained; and
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20.

21.

“euoto the National Association of
‘festi‘ng Authorities to enable
t.

to accredit Approved.

-Pathology Practitioners
effectively.

As- a ‘matter::df urgency, the existing

Medical Services Commiftee of Inquiry

" system be replaced with a Medical

Tribunal -system- along the lines of that
originally recommended by the Committee
in its 203rd Report.

After appropriate consultation with the
medical profession, the Health Insurance
‘Act  be amended to ensure that the
offences; ‘recovery and disqualification
provisions of the Act can be effectively

. and: efficiently used to combat medical

fraud, and where applicable, medical
©overservicing. A
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+: CHAPTER 3
SP/OP MEDICARE BENEFITS

« Requirements of the MBS and the Health
Insurance Act
Implications of current statistics:
Views of witnesses.
Optimising returns: using SP billing
- Conclusions and recommendations

e e o0

Requirements of the Medicare Benefits Schedule (MBS) and the
Health Insurance Act . . .

3.1 ' To understand the issues surrounding the overwhelming
dominance. of pathology services.rendered at the SP fee level if
is necessary to review what the: MBS and the Health Insurance Act
require for the charging of SB,0P and HP fees.

3,2 The: Medicare Benefits Schedule has: an 11 ‘'Part'
structure, with Part 7 1listing fees for recoghised pathology
services, Part 7 is broken down into 9 'Divisions' with the fee
structure .in Divisions 1 to 8 being either two-tiered (SP or OP
fee levels) or three-tiered (SP or OP or HP fee levels). In all
cases SP (specialist) fees are higher than OP (other) fees which,
in turn, are higher than HP (hospital) fees.

3.3 The difference between the various fee levels is
significant and variés according to the characteristics of the
medical service to which they apply. Only .APPs can perform tests
in the multi-tiered Divisions 1 to 8 of Part 7.

3.4 Some 219 individual or multiple-estimation pathology
services are listed in Part 7 of the MBS, with current fee
structures as follows: -

fee structure number of medical &
services
single tier ‘ 13 5.94

{Division 9 only)

2 tier SB/OP 188 85.84
(Divisions 1 to 8) - .

3 tier Sp/OP/HP 18 8.22
(Divisions 1 to 8) . -
' ' .219 100,00
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3.5 Sub-section 16A(1) Gf tlie -Health Insurance Act (refer
Appendix 4) provides that.Medicare benefits are . not payable in
respect of a pathology service (except prescribed services in
Division 9 of Part 7 of the MBS) unless a practitioner .has
determined that the service is necessary for the adequate medical
care of the patient concerned, and the service was rendered 'by
or on behakf of' an APP. The request must be addressed to that
APP by the practitioner who determined the service was necessary
or by another: APP,- ‘ PR T .

3.6 An example of ra two-tiered SP/OP pathology MBS service
follows. Although  somewhat esoteric in its appearance
(quantitative estimation of gold etc.) this high cost service,
listed in Division 2 (Chemistry) of Part. 7, was the 1lth most
common pathology test (out of 206 multi-tiered tests) in the June
1984 quarter i.e. 1/3/84 to 30/6/84. During this quarter 119,807
pathology tests of the following rature were catried out - 86,509
or 72,21% as Item 1345s at the SP rate: - . - '

Quantitative estimation of - .Arsenic; Copper;
Gold; Lead; Mercury; Strontium; 2inc;’ any other
element not specified inm any other ‘item. in this-
Division; Folic' acid; Vitamin Bl2; Any other
vitamin not specified in any other item in this
division; Alcohol;. :Ammonias Neo-natal bilirubin
(direct. and indirect); Cholinesterase;.
Coproporphyrin; Erythroporphyriny Uroporphyrin or
any other porphyrin factor; Carboxyhaemoglobin;
Delta ALA:S5HIAA: Iron (including .. iron-binding
capacity); Oxalate; - Ozxosteroids;. ‘Oxogenic -
steroids; PBG:. Urine woestriol; .Transketolase or:
any other substance not specified in any other
item in this Division - . R .

Each estimation . B B o t

Item 1345 SP all states: fee $ 34.50
. {as at 1/7/85)
Item. 1346 OP all states: fee $ 25.90
(as at 1/7/85)
3.7 Division 9 of Part 7 of the MBS h;s 13 'specified

simple basic pathology tests' which non-APPs can perform. Each of
these tests has a single set fee which in most cases corresponds
to an OP rate. Overall Division 9 pathology tests represent a
very minor segment (approximately less than 1.4% = reéfer Table
14) of all tests rendered under Part 7 of the MBS.

3.8 Furthermore, as shown in Table 14 (at..rear.of chapter)
two items (2342 - microscopical examination of urine, and 2346 -
pregnancy test by one or more immunochemical methods) dominate
(greater than 93%) these 13 non APP tests in Division 9. Two
other tests in Division 9 - item 2382 'Casoni test for hydatid
disease' and item 2388 'Schick test’ - had one or zero tests
performed during each of the four quarters listed in Table 14.
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3.9 The ' -conditions. relating. to ‘the tiered Medicare
pathology benefit .structure are set out in the MBS Book at
paragraphs 217. to 222 of “Part €, section 1 of "Notes for the
Glfxid:nce rof Medical Practitioners - information on interpretation
of the MBS', .

3.10 For the purpose of assessing Medicare benefits for an
item listed in Part 7 Divismions 1 to 8 which is reguested or
determined to be necessary, the following subparagraphs of
paragraph 217 stipulate the conditions under.which SP, HP and 0P
schedule fees apply : .

(3) The 'SP' Schedule fee in. Division 1-8 applies
only where:

(a) the service was performed by an approved
pathology practitioner, who was a
recognised specialist. pathologist, or by
a recognised specialist pathologist
employed by an- approved pathology
practitioner; .

(b) the approved pathology practitioner has
a request in writing (which conforms to

N the requirements of the regulations
under the 'Health Insurance Act) from
another medical practitioner or a dental
practitioner; ’

(c) the person in respect of whom the
R service was rendered was not at the time
of the request a :private in-patient or
in receipt of an out-patient service at
a recognised hospital; and

- (@) recognised hospital or Government
{including university and Government
authority) laboratory facilities and/or
staff were not used in. the performance
of the pathology ‘service.2

(4) The 'HP' Schedule fee applies to specified
items in Divisions 1-8 where pathology
services are rendered to private in-patients
of recognised hospitals ' where recognised
hospital or Government laboratory equipment
and/or staff is used.3

(5) The 'OP' Schedule fee in Division 1-8 .applies
in other circumstances, namely :

1 Statutory’ rules. to the Health Insurance Act (Health
Insurance Variation of Fees and Medical. Services (No. 31)
1984 No. 286) detail »the circumstances to be met for
benefits to be paid at 'Spt, 'HP' or 'OP' rates for
pathology services..

ibid., Statutory rule 13.

ibid., Statutory rule 15.

W
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3.11

out

(a)

(b}

In addition paragraph 218 of the MBS Book's notes set
conditions where pathology services 'self
determined' by the APP may attract SP or OP benefits depending on

two further

the service was performed by an approved
pathology practitioner who is not &
recognised specialist pathologist, ' and

. he does not employ L & <recognised
specialist pathologist; or
the service was performed by an approved
pathology ~ practitioner who is, = or
employs a recognised specialist in

pathology but~all the conditions of rule

3 above weré not met.#

the circumstances, as follows:

An approved pathology practitioner who has been.

‘requested to perform one or more pathology service
may deem it .necessary in: the interest of the
patient to carry out -additional tests to ‘those

requésted. This situation may be handled in two,

ways:

*{a).

(b).

“The approved pathology practitioner may
arrange with the referring practitiomer
to forward an amended or a ‘second
request. His. account will then be isgued
in the ordinary. way and the additional.
services will attract full benefits at

the 'sp! rate where the approved -

pathology practitioner is a recognised
specialist. . .

He may determine that the services were
necessary. In this case his account or
receipt for the requéstéd services will
observe the- requirements of paragraph.
217 (6) (a) (request in writing). His
account or receipt fot the additional
gervice will indicate that he detérmined
the services were necessary and the date
the determination was made (paragraph
217 (6). (b)), These sexrvices attract
benéfit at the 'OP' rate.3.

Implications of current statistics

3.12

‘Curxent

‘statistics. on pathology: services. (in

particular tables 3, 5, 7, 11, 13a, 13B in Chapter 1 and

Tables 14, 15 in this Chapter) support the following

observations:

4 Statutory fules Eo the Health Insurance AGE, -0p.Cit.,
fgitutory rule 17.

‘5 d.
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(ay

(b)

(e)

(@)

most péthology tests performed by APPs
(including the top 25 pathology groups)
are billed at the EP rate;

the number of -specialist pathologists in
the top 25 pathology groups appears to
be insufficient.. to permit each
specialist. pathologist individually
performing or ‘effectively supervising'
(except in a very general ‘managerial
sense) the very large numbers of tests
pilled at the SP rate, especially given
that many of the pathology groups have
geveral branch laboratories in .different
Jocations and/or States/Territories;

the 1low incidence of vpathology tests
billed at the OP rate by the top 25
pathology groups. suggests thats

(i) each pathology group scrupulously
accords with the requirements of
.paragraph 218 -(a) of the MBS
Book's notes where a ‘specialist
APP in the group arranges/confers
with the referring practitioner to
forward an -amended or second
‘request for pathology -tests the
specialist APP has deemed
necessary in -‘the interest .of the
patient in addition to those tests
originally requested by the
referring practitioner; and/or -

{ii) tests tgelf © detérmined! by
specialist APPs in these groups
are incorrectly billed at the

. higher SP rate instead of the OF
rate (deliberately or otherwise);
and/or

{iii) 'self detetmined’ _tests not

: re-réquested as. per (1) above are
very few (less thah 1.7%) in
numbexr'y

significant reductions in the cost of
pathology ' may result from a shift in
billing for pathology tests from SP to
OP items, however for the top 25
pathology ¢gtoup relatively modest cost
increases could be expected to result
initially: if arl Division 1 to 8 Part 7
items. were restricted to specialists and
all items billed at the SP rate.
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3.13 - The issues: underlying. the ‘above- four ints
without -Gebate and require further . ion to put them i
Peropoctirate eq ¢ tu th‘et. q:'l.vacu‘s‘avic{n t‘:o put them in

3.14 :As well as. the'evidence in Tables: 13A and 13B tha
overwhelming .majority: {on. “average 97.83%)  of- pathologyh ‘t::e:::
rendered J:;y the: top 25 pathology  groups were billed at the SP
rate, Table 11 shows that for all APPs - (where there iz a ‘two or
three tiered benefit structure) the greater majority of pathology
tests (on average.84.71%) are provided at SP rates. )

3.15 Thle_, sugge“st‘ion" that ‘fhe number  of {
pathologists. in most of .the top. 25  pathology ;x:;:lifg
insufficient needs to be tempered by three further matters- -
{a) c'iebate over the exact meaning of the tezmr’ :
'perform' in paragraph 217 (3) of the MBS

- Book's Notes; and . .

(b) the fact that some of the .top 25 pathology-.
groups also. employ practitioners who are
- specialists in other fields of .medicine (e.q:

cardiologists) . and practitioners who are in.. -f

training for -admission to the RCPA; and

{c) Section 16A of the Health. Insurance Act
permits pathology services 'to be rendered. by
or on behalf of* an APP (refer Appendix 4).

3.16 Given (c) above; the exact meaning of the drd
'perform' ~ as in the SP requirement that ‘?:he service w::;g
performed by an  approved pathology practitioner who was a
recognised specialist .pathologist, or by a recognised specialist
pathologist employed: by an approved pathology practitioner' =~ is
gﬁ;pl?. debate. Its meaning may be interpreted variably, for

. the speci'al-is‘t“ pathblogiat him/herself
carries out all the steps in the testing and
analysing ptocedure (impractical); or

. ‘the specialist pathologist is present in the
 laboratory during the period when the test is
performed (perhaps of no consequence if
'normal' -test results occur most of the
time); or

. the specialist pathologist -oversights the
testing procedure in -a ‘managerial sense even
if he/she. ig mot. phyéically. present (not
necessarily' effective); or - -

v ot
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. the specialist pathologist gives an opinion
on .unusual or .abnormal test results where
necessary: and is ‘jointly responsible with
othér peers for the operations of the group's

' ldboratories (may be -effective and the

N . specialist may have a legal duty of care, but
‘should: Sp- fees apply 'to all ‘’normal* test
results not commented on 2).

3.7 If the last of the interpretations above is adopted
then it is feasible for a pathology technician within a pathology
group employing few specialist pathologists to carry out many
tests billed-at the SP rate even though the specialist may never
see, pass judgement on. or be only remotely involved 'in ‘the
performarniée of  these" tests as the results aré within
predetermined acceptable limits, ’ v

3.18 A more extremer case would be where a specialist
pathologist *lends' his/her name as a part or full time 'silent’
partner to a ron speclalist APP prdctice so it can bill all tests
at the SP rate, The quality of the tésts may be satisfactory
prior to the 'acquisition' of the specialist but the addition of
the specialist's name, even on a part-time basis, significantly
increases thé fees charged and hence the practice®s profits,

3.19 The situation is somewhat exacerbated by pathology
groups. which operate a chain of laboratories such that a
specialist pathologist visits each laboratory only occasionally
and communicates with each laboratory on-hmainly administrative,
marketing .or cash flow matters.

3.20- The employment of other -specialised practitioners
and/or gualified scientists in pathology laboratories, whilst a
laudable medical practice and an ‘understandable business
practice, also appears to sit at odds with the intention of
current requirements for SP billing.

3.21 ‘A further argumerit also applies here. The acknowledged
high (and growing) degrée of automation in pathology laboratories
today brings the appropriateness of 'SP fees for highly automated
tests more and more into guéstion, especially where little or no
professional opinion is .given on the results if they are not
abnormal or unusual. o

3.22 Against- this is the argument that specialist
pathologists give c¢lose, personal expert supervision of
technicians (who operate these machines) in addition to general
oversighting and where: appropriate commenting on test results.
The success of this argument depénds on the actual effectiveness
and manrier of such supervision. In pathology groups with many
branch laboratories there appears: to be.less: scope for sustaining
the 'close professional .supervision' argument If there is no
on-site. spécialist pathologist and/or if the laboratory's policy
is to seek the opinion of its corporate specialist pathologist
only after testing has produced abnormal or unusual results.
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Views of witnesses

s ©3

3.23 .- Witnesses of ali. types have -expressed .goncern to, the.

Committee - about SP/OP pathology 'billing.. Seniqr officers and .

practitioners . of .the . DoH, .the .HIC,. .the RCPA, s&pecialist
the

pathologists . (includifg .several. in
representatives. of large pathology c¢orpo

technicians (including technicians -currently enpl :
25 pathology groups) have all acknowledged that tliere are serious

quegtions surrounding the. dominance. of SP billing: in all APP

laboratories. .

3,24 In his gquisé;loh; £0 this ~inq,i_:i,ry Dr' T Wenkart, Medical -
Administrator of Macguarie Pathology - Services detailed eight.

'main; cost. generating areas of

fraud and. abuse in pathology’
which included the following two: t .
Vo Where. practitioners can make. arrarngements to
- employ pathologists to provide .a ' name .and
« consequently charge out. at the SP rate - yet
have the pathology practice ’in-house’ .ang .
not -a:true referral service, : - .-

Self-generated requests after the ‘l‘:ef;:o::;u‘
has occurred. This is a 1egitimaé:e need but
one which we know. has been abusged.b B

3.28 The MBS Book!s mnotes, at «par»agraph‘sw\.z_l}‘,zi‘ and 213,

implicitly recognise the dangers inherent in ‘in-house' APP
referral arrangements (wheré 'arms length' referral principles
may be compromised) but it relies on an unclear test of
'pathology services mnecessary for. adequate medical care" as ‘a

criteria for determining the yvalidity of services rendered in

o

such circumstances. The notes: state:

212. An approved pathology’ practitioner would not
be in breach of an undertaking by way of the
ordinary . .:partnership/group .- practice
arrangements - regarding ' costs and income,
where the pathology services are necessary
for the adequate .medical care wof patients.,
That is,  bona . fide- arrangements ‘where
‘pathology services are recessary in the terms.
of the Health Insurance Act would not be
regarded as ‘breaches of undertakings.

213, The' critical issue -whether ‘partnership or,

R group practice arrangements are involved 0L . -
not; -is. whether the requesting or. rendering

of pa,thol-ogxn services .eligible for Medicare
benefits . is..influenced by -congiderations:

other than .the need for the services for the. B
adequate. ‘medical.. care : of --the patients -

concerned.. - - . . oL

6  PAC Transcript of Evidence, v. 12, p. 4694.
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Jlaboratories., .
Vice~President, Di .Davies, made ‘t|

oyed in the top

_.Precisely, Thé: .o

. fims coning -in
:‘high-grade. technolégy, -being -able to

. _;control and med i

The. RCPA . is aware of dubious. SP, billing practices in
some large commercial laboratories and in_s.!;?nces of speclalist

are-.-cufrently '+‘lendi their name

The - RCPA: President; - .Professor Herdson,
3 he following comments to the

Committee at a public hearing (3 September 1984):

-» Relevant to this is another provision

that. I have reconmended there, that

"' benefifs  be paid. only to medical

practitioners --or genior scientists as
-@efipned by NPAAC.. The reason for this is
that - these people are +traceable. The
medical practiticners are registered,
they- all have a-blg investment . in their
education and expernience and- they are

. Iikely.to .care about abiding by a g¢ode

of -conduct for which penalties can be

. applied, - But the .laboratories .operated
. by business jinterests have . not  that

restraint on them. Firstly, they are not
restrained by the rules of “medical

- practitioners in relation to advertising
«or- -marketing | their product, or
.. representing it to the. GPs. This is
- relevant to. the question you asked:

'*Does the:-GP know?'. In many cases .I
believe . that. :the ... material is

. misrepresented to, .them ,with an apparent

array. of .gcientists and 'so. on in the
laboratory who are really there in very

. spall humberg compared with a good ...

That ks -appalling. - That places the

. patient and the .doctor at-risk.

E ,,ﬁet thing to put into
the equation is that the technology has
advanced enormously over the last 20

. yearss I was ‘working ‘in Chicagé for a

decade, maybe 15 or 20 years ago, just

-at-.the time +that sgme of this very

modern automated technology was coming
in., There, with just = as variable
standatds in medical practice, the .best
being  excellent  .the . worst being
terrible, We -witpessed..'the commercial
1 and, . with. their

churn’.out the .results at a great rate,

. the interpretation of which can only be

done; . by ‘someone who -knows both quality

T



PAC Member: - ‘What is to prevent a pathology business
* from being in the ‘hands of a
pathologist, or' superviged by a
pathologist; but ltill ‘having all thoae
other elements. you talk about at the
lower levéls ? -

Dr Davies’ s - It is possible for ‘that to happen. I am
aware -of some gpecialist pathologists
who- are attached to Yaboratories that
are commercially operated and are
lending their name to: it for the purpose
of ob\:aining SP benefits...

3.27 Pecple employed at other levéls in the industry have
tended to support -the type of concerns expressed above, Typical
of in-camera evidence given by trained’ pathology technicians,
including some currently employed in the top 25 pathology groups,
are thé following comments (Z = the specialist pathologist
referred to here- by the technician - is one of the top 25
pathology groups)w

PAC Member 3 Let us comé -on to the more general
principle, I take it if somebody in X
{town where branch laboratory is
located) had to det a test for a patient
-~ 1 am talking about a GP - that doctor
would get blood to you for that ? What
‘would happen after that ? Where does 2
(spécialist pathologist) get involved 2

Witness ¢ Z himself was néver imrolved.

PAC Member : S6 you would give the referring GP the
results '? What would happen then 2 The
bill would go out from 2 in Y (city
where specialist  pathologist's head
office i8) ?

Witness : . No, the &ccount was generated in X.

PAC Member ¢ But it was sent out under the name of 2?
Witness :  Yes,
PAC Member ¢+ It worries 'me that -the so-called

specialist ''pathologist in theory is
being paid beécause he 8Supervises the
tegts, ‘comments on any abnormalities and
all that -sort' of thing. In fact, with
many ©f ' the ' tests that would be
performed, possibly with the exception
of” histopathology, you would really be
the person doing t

7  PAC Transcript of Evidence, v. 12, pp. 5140-1.
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Witness', .. .

¢ e
PAC Member .

Witness 1.
PAC Member .,
Witness,. |

Witness :

N ‘biochemistrx < and

yesy e oo 2t 'r'u

In”.‘general sit:ugtions,- in all the
&1+ the haematology
“did, 'z» ,come into it,
ting the money ?

done in. X, wher
apart from collec

About once every.18 months he would come
down and throw -ar party for the 1local
GP8, .

',Possibly there wo‘ d be ‘the odd test for

which you would not .have the facilities
ih X - that material would then be sent
to ¥ ? . X

) 'Yes.

Otherwise it is x:eally just a business
arrangement ? .

That is right. }
PAC M'ejn'bé: : He enploys. people like you:self and is ‘
then able to charge at the higher rate
.. as a specialist pathologist ?
Witness :  Yes,8
3.28 At ‘another in-camera hearing a specialist pathologist

(one- in, the: top 25 pathology groups) stated the following:

PAC Member H
Witness s

PAC Member . :

The argument would be that much of the
pathology which is performed by the SP
pathology laboratories,. whilst in theory
it is under youk supervision, control,
et cetera, is really performed by people
with ‘much lower . qualifications and
people who in some cases would be
‘employed.. by the: APPg, would. they not?
Anybody can .employ a techmcian.

A technician.

A technician, yes, ' The vast majority of
your tests would’ be | performed by
machines .and - techm.cians working the
machines ?

8 PAC In-camera




Witness

3.29

on this matter,
Committee

: Yes, But there is. nobody there to guide -

them or to suggest what the clinical
implfcations of the tests are, ‘They are
' just test: -deneérating factories, and the
results: go back to ‘the GPs without
comments. No-orie would ever know whether
they were correct. If you do not have a
. pathologist .or somebody very responsible
around people tend to get very sloppy
and lazy., Their controls might. not be
right, their quality is not good enough
or their standards are a bit off, A lot
of it is “human error and that SP rate
‘provides for supervision by a specialist
pathologist and not for the actual doing
of the test. I think that anybody gets
sloppy without someone:  responsible
around.

Others in the profession have a different perspec!':i‘ivé‘
A senior member of the DRS commented to the
on the appropriateness of specialist billing for
as

automated biochemical and microbiological investigations

follows :

I do not think there is anything wrong with
machines automatically doing blood tests that can
be done automatically by machine. The. only problem
is that that is being billed as a specialist
investigation and the medical benefits are being
paid for it as a specialist system when it is in
fagt almost an. automatic machine test. I do not
th:mk't:here is any question about the quality of
what is coming out of the machine. Tt is a simple
tryth. I do not know what the pathologists. {RCPA)
said, but the vast majority of the basic
biochemical and. microbiological investigations do
not need a pathologist to look at them. &
technician who has a science degree and is used to
looking at microscopy is perfectly adequate. The
report goes out under a pathologist's name and is
accounted under a pathologist's name when ‘the
pathologist may not have looked at it. From the
quality assurance point of view there may be no
reason for him to look at it, so it depends what
your accreditation is getting at. It has been
suggested that we should pay benefits only ‘on
investigations that are actually looked at. by
pathologists ‘themselves.l0:

9  PAC In-camera 'l‘rascfipt ofl Evidence, 89/9/8(100).A
10 PAC Transcript of Evidence, P. 5200.

Optimising returns using SP billing . ~ . . -.

3,30 - APPs with. ‘spec.i'a'liét status  can, by judicial
'for-profit! interpretation of . the. MBS, optimise their
returns, The RCPA Vice President commented .on this, saying

to the Committee. ;

What happens 4is that the average pathology
practice, offering a full range of services, loses
. on sofe items: and makes up on other items, The net
effect has been to come out in just a reasonable
satisfactory state. By selectively doing or
pushing items that are. on the plus side, one can
4o a lot better than average. Accreditation would
again address that problem requiring
- laboratories to provide a full range of services
- and not. to be selective,ll

3.31 Among the various .methods. available to SP APPs to
achieve this '"for-profit' end are:
LI .
. undertaking a variety of tests in automatic
response t0 a general or poorly ,worded
request; and/or

. choosing amongst like or overlapping SP MBS
items for the one (or combination) which pays
the highest return.

3.32 Several exainples and allegations of these types of
profit maximising practices have come before the Committee.

3.33 One employee of a. large pathology laboratory (in the
top 25 groups) with SP status. alleged to the Committee that his
laboratory has a policy of deliberately (mis)itemising high cost
pathology tests for males who have had a vasectonmy.

3.3¢ The Committee understands that the intention of the
particular pathology test the employee questioned is to check for
presence of sperm in semen after a vasectomy has been performed.
The MBS options available for billing are set out in Table 15 (at
the rear of this Chapter)., Essentially they are either item 2201
(sp fee $6.90)/2202 (0P fee $5.20) or 2215(SP fee $34.50)/2216
(or $25,90) .

3.35 The employee maintained that his SP APP laboratory has
a policy of charging for item 2215 instead of the more relevant
item 2201 - a difference of $27.60 per patient per test, Item
2201 is considered mote relevant in these cases as all that is
réquired is a simple test for the presence of sperm and not a
quantitative analysis. The Committee also understands that in
most. of these types of cases usually no gperm is detected.

11  PAC Transcript of Evidence, p. 5151.
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3.36 The " Conriitee #ls6 notes  that this ‘hon=practitioner:
employee wag-operatinga remote ‘tegional/branch laboratory of the
SP APP without a special 15t Pathologist ' in" atteéndance (eithel
daily or on-a reguldir badis). Thus there is 'algo the argiment

that the mote appropriate iten should be the Op rate, i,e, MBS
item 2202 ~ giving a qifference of $29,30 per patiént per test,

3.37 Interestingly; it .appears that "there are not enough
services rendered under MBS items 2201/2202/2392 (refer Table 15)
to cover thé nutber of vasgctomies pérformed. HIC data ‘shows that
5,998 vasectomies * (MBS’ 'Items' 6249-5106 /  6253-$130) were
perforied during the ‘March 1985 ‘quarter. Yet only 3,656 tests

were rendered under MBS jtems 2201/2202/2392, Some 6,168 services
were rendered under MBS item 2215 and 5,679 under MBS item 2216,

3.38 An dpparently common example of an SP Arp uhdertaking &
variety of tests in automatic response to a general or poorly
worded reguest cohcerns  testing for sexually ‘transmitted
diseases, Often, the “Committee understands, a referring doctor’

will request a 'V.D.R,L. test’. MBS item 1772 (SP fee’ '$5,70)
specifically covets such a test. :

3.39 However, it appears that many Sp APps routinely
interpret a request for a V.D.R.L, test to mean, the undertaking
of several -associated tests at the SP rate as well, Often af
least three tests are provided - for example MBS jtems 1772, 1793
and 1805 for a combined return of $34.30 - giving a difference .of
$28.60. All these tests are automatically provided in the first
instance regardless of whether the V.D.R,L. test ig non-reactive,

3.40 One specialist pathologist who had issued instructions
for such a 'screening’ approach to V.D.R.L. tests has a chain of
laboratories in his State which, with the aid of the medical and
non-medical staff therein, process hundreds of pathology reguests
daily. The specialist pathologist claims :

not to know personally if the odd one of these
tests is unnecessary ..., it is difficult for my
staff to interpret what is wanted and sometimes a
few extra tests may slip through,l '

3.41 When asked if his decentralised laboratory staff hada:
general instructions that apply when they get a V.D.R.L. test
request. he replieg = - ' .

they do the lot, if -they have read the request
they shonld- ‘theofetically do the V.D.R,L. only,
but they are human Beings doing twenty or thirty a .
day and all of 'them are done the same way, they
slip through and &o more than one,13 :

3.42 The specialfgf “pathldgist ~ also said that his
laboratories also used this (screening) ' approach. with four other.
types of 'general' test requests,

12 PAC 89/9/B(1) pt, 13, .-
13 ibid.

. e Committee understands that professional opinion on
ih?n’\edic&hnecessiw for this type of laboratory policy sugg:hst:
that it is inappropriate as a standing policy, and that su
testing approach is only warranted under apecific circumstancg;s
for certain types of cases. It is alsio contrary to Section 19(
of the Health Insurance Act which states

88 the Minister otherwise directs, a Medicare
g::rlxzfit is not payable in respect of a health
screening service, that is to say, & professional
service that is a medical examination or test tha::_:
is not reasonably required for the management o
the medical: condition of the patient,

. e Committee has also been advised, on many occasiong
gnyfrom mTahny different areas of the profession and the p:tcxblrilc:3
of pathology overservicing in the area of allergy testing. It ha
been alleged that until a recent revision of the MBS tmag}g
practitioners were habii:a:gly;horgeﬁzg’_ﬁgtggrt;zsgf t:i%:rggocﬁzd'

patients and tha e fo
rfn::ytg:j{:iegzs into guestionable and expensive treatmenttime:hodz;:

Pathology fees of $200 -~ $500 were common per patient p

consultation in some cases of allergy testing abuse.

3.45 The relevant Part 7 MBS item numbers are as follows :
Identification of one allergy -

item 1903 SP fee $11.40.
item 1904 OP fee $ 8.55

Identification of each allergen referred to in
item 1903 or 1904 in excess of one -

item 1905 SP fee $5.70
item 1506 OP fée $4.30.

lar.
. HIC data shows that these items have been very ‘popu
;O:Gexample, during the March. 1985 quarter 220,568 sewiceziwerz
rendered under this group, of MBS items, in return for Medicar
benefits of $1,077,102.80.15

by the MBS
. As a result of recent recommendations made
?{eﬂew Committee, after 1 July 1985 only 4 such Part 7 allergy
tests can now be undertaken per patient per referral,

' ' i : ting are not
. * However Medicare benefits for allergy. tes

io:fsinéd to the pathology part (Part 7) of the MBS, In aplalrecr 6
(miscellaneous) Division 9 of the MBS there are also two qy

items as follows :

skin sensitivity testing for allergens, using one
to twenty allergens :

as at’1l July 1985. '
i; ilﬁ(s: fD%e; data as at 2 July 1985, thus lower MBS fees apply
here to items 1903, 1904, 1905 and 1906 aggregates,
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. item 987 MBS fee $21.000 o

.Skin sensitiviiy "testing for allergens, using more
than twénty allergens : - :

item 989 MBS fee $32.00,16

3.49 © It has beeh suggested to the ‘Committee that APPs and
GPs are doing this form of allergy testing, using allergens
freely available from laboratories and that $54 is being charged
in the case of one to twenty allergens - $21 rebatable from
Medicare and the remainder a non-rebatable item. Two different
accounts and two differeént receipts are then being given to
patients.,

3.50 "I‘hé RCPA has commented on this saying s

seeit is possible that some laboratories have
started .doing this if it is lucrative. We have
heard reports that it is a problem and a potential
area of abuse,: :

3.51 Tables 16 and 17 (at the rear of this Chapter)
show that the number of MBS item 987 and 989 services being
rendered is significant. Notably the higher fee service, MBS
item 989, is most popular. If 1984 MBS fees are used, then
approximately §$2,819,000 MBS fees have been paid for some
101,432 MBS item 987 and 989 pathology services during the
period covered by Tables 16 ‘and' 17.

3,52 The Committee understands that the usefulness of
these allergy tests, and the often -éxpensive courses of
treatment which may follow such allergy test results, is
questioned by many medical practitioners.

Conclusions and recommendations.

3.53 In its examination of SP/OP Medicare pathology benefits
the Committee has carefully considered the following points made
by Professor Herdson, President of the RCPA :

Turning to the Australian scene, the College
position is that ideally all medical
laboratory tests should. be undertaken in
accredited laboratories under the direction
of medical pathologists and that no others
should be -allowed to. charge for or receive
fees for laboratory tests.

Presently, there are sufficient pathologists
in Australia (on a pathologist per population
basis)y to 'provide for this recommendation
{item 2 -above) but it is recognised that
there are geographic and population density
problems in some of the vast 'outback' areas
of Australia. However, at least in the }arge
centres, 'pathology services by pathologists'

..could be achieved forthwith.

A1l medical laboratozieé should be accredited
~ the present NATA/RCPA scheme is moving
appropriately .and should be supported.

There is no piace for commercial laboratories
providing services.

Pathologists ‘are the only ones who can
provide the vital interpretative and
consultative interface between the doctor
seeking diagnostic and monitoring help and
the laboratory.

Greater efforts are required in the tegch.ing
of senior medical students and Jjunior
hospital medical staff in the best use of

1

In the context of the medical scheme
operating in New Zealand for about 40 years,
the practice of pathology was virtually
confined eithér to hospital laboratories or
to a limited number of private laboratories,
both headed up- by pathologists - on' the
private laboratory side, the Government paid
a fee for service to the pathologists, who
could not charge additionally, and no other
persons, medical practitioners or otherwise,
could be paid@ for or charge for medical
laboratory testing. '

16 MBS fees as at 1 July 1985,
17 PAC Transcript of Evidence, p. 5151.
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laboratory {and other « diagnostic)
procedures.
3.54 The Committee concludes that ¢
In the long run, it would be preferable for
Australia to move in the direction New Zealand has
as. far .as limiting the provision of pathology
'services.
3.55 The Committee fully supports the RCPA President's

comments. on accreditation (refer Chapter 2), and  commercial
laboratories and ‘teaching (refer Chapter 4). However, it does not
support the claim, implicit. in point 2 above, that only
recognised specialist pathologists should be allowed to charge
for and receive MBS fees for laboratory tests if this means that
only the SP fee level will apply to all such tests.

18 PAC Transcript of Evidence, pp. 5130-5133.
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3.56

The Committee concludes that :

If pathology services were only available at
the SP (specialist pathology) rate there may
only be a relatively modest but, nonetheless,

significant jinitial -increase in overall

pathology costs .as most pathology is
currently supplied at the SP (specialist
pathology) fee level,

It. could be expected that commercial

%‘:borg;ories‘ will, if 't'hey have not done so
rea move to acquire’ specialist

patholo_«’gi—sts. a pe

Accreditation of -Approved Pathology
Practitioners and asgsessment of. their
laboratories may (if it is robust enough)
counteract the 'lending' of specialist
pathologists® names: but, by itself, not
necessarily hinder the 'for-profit' attitude
of some laboratories.

It is likely that makihg private pathology
available only through specialist
pathologists would result in an even stronger
concentration of suppliers to the market.

Evidence suggests that there are insufficient
specialist pathologists ‘'supervising" tests
effectively enough to warrant SP (specialist
pathology) fees being charged for all tests
done at laboratories with SP (specialist
pathology) status.

It appears that many of the tests done at SP
fee levels by large commercial laboratories
may not be necessary.

The Medicare fees for many pathology services
may be inappropriately high judging by the
substantial discounts (e.g. 40%) offered by
some private laboratories to other Approved
Pathology Practitioners.

The widespread application of -advanced

‘technology has greatly reduced the cost of

many pathology investigations and the
Medicare benefits do not appear to have been
proportionately reduced.
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3.57 The Committee recommends ‘that-.:.

22. The procedure for xevision and monitoring of
; the Medicare Benefits Schedule be regularly
reviewed. to ensure that changes to the
Medicare Benefits Schedule are timely and
.responsive. to .allegations of widespread
abuse, and reflect cost reductions which stem
from the development of technology which
underlies many Medicare Benefits. Schedule
items. .

23. Certain minor procedures, such as collecting

blood for pathology testing {Medicare

Benefits Schedule items 907, 955) and

A carrying out certain simple pathology tests
(e.g. Medicare Benefits Schedule items 987,

989, 2334 to 2342 and 2352 to 2392 inclusive)

should not attract Medicare Benefits Schedule

. benefits when they- are performed. in
A association with attendances. for which
Medicare Benefits Schedule benefits are

payable. These procedures should be:

— incorporated in the general attendance items.

3,58 The Committée is concerned that health screening may
represent a substantial. proportion of the increase in expenditure
on pathology services. ' It 1is comparatively easy to detect
screening, and for Medicare to quexy eligibility for benefits,
when the tests ordered clearly cannot relate to the same illness.
It is much harder to detect screening when the regular ordering
of tests relates to one kind of illness only. For example, it
would be expected that a physician specialising in clinical
haematology would order examinations of blood on almost every
patient he/she sees, but this may be aberrant behaviour for a
general practitioner. It is more- difficult still to determine
whether screening has taken place when a test or tests are
ordered in respect of every consultation with a general.
practitioner, but the nature of the tests varies from patient to
patient. .

3.59 In the case of the V.D.R.L. test cited above, the
Committee acknowledges that in the interests of public health the
performance of additional pathology tests may be a prudent
measure. However, the billing and: requesting of such tests still

needs. to accord with the recognised MBS system.
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3.60 Although Medicare: .benefits are not payable for
screening services unless the Minister otherwise direct;s; the

Committee -recommends that

24 The Health Insurance Commission continue
development of itg review systems to ensure

that the use of pathology tests for health
screening i blocked and 1no . Medicare benefits
are paid in these instances.

3.61 The Committee concludes that:.

It is too late, difficult and inefficient to
take. effective. action against pathology
screening via ex post legal channels once an
abuse has been detected, Preventative action
via Medicare Benefits -Schedule reform ..is
preferable., Ex post legal action and attempts
at restitution and recovery have been shown
to be clumsy, inefficient and costly.

3.62 Formidable problems currently arise in such caszes
because of: .

. difficult and different State evidence
requirements;

. the fact that there is usually a very large
number of pathology tests in ‘question” in any
one case; and .

B in some instances Section 129;3) of the Act
can inhibit legal proceedings.l

3.63 In the area of legislation the Committee concludes

that: .
'I'heré are parts of the Health Insurance Act
and its Regulations' which need amendment. to
clarify their mneaning, limit their

application, and facilitate prompt legal .
remedies, :

19  The Section of the.Act creating the offence £8.129(1)) is
one of strict liability and the elements of the offence are
relatively easy to establish. However under s. 129(3) the
practitioner is left with a very wide defence provision
which he/she only has to establish on the civil standard on
the balance of probabilities. Whilst the APP is made
strictly liable for the accuracy of the information produced
by persons under his/her control, the system by which he/she
conducts his/her operations would make it relatively easy to
discharge his/her onus by proving, once a case to answer has
been established, that he/she did not know and had no reason
to sfuspect that the material to which the charge relates,
was false.

3464 ‘Po this end the Cbinmitteg x:e;com'mgn‘ds thatj.f

25. Consideration should e given. to the

introduction of specific penal

- provisicns in'the, Health Insurance Act

stating that -an offence is committed

when. services. have beéen incorrectly

itemised  at the .5P {specialist

pathology) rate instead of the OP {other
pathology) rate.

. . At present such breacheé can only be dealt with under

3e2§1m 129(];1): and significant . difficulties are experienced :ll)n
proving documents (e.g. pathology referral/request forms) to be
false; in a material particular. C

3.66 - The Committee also recommends. that:_
: Relevant legislative amendments should
2 be introduced t:cs‘cl'arifx and ]},i“;,itt tt;ﬁ
. application of the term ‘supervision
" rggpect of tests billed at the SP
{specialist pathology) rate.

)] specialist pathology) Medicare

2 genefi(tge-ScheduI-e fees. should only be
payable for pathology tests done at
branch laboratories of a pathology group
(or at central/other laboratories) where
a recognised and accredited specialist
pathologist is in resident attendance
and personally supervising testing.

The Heal‘th‘ Insurance Act. should be
28 amended to prohibit the discounting of
Medicare benefits,

i ’ ditions
.67 The Committee believes that the rules and con
iug;,:ounding tgelf determined' teste need to be tightened up
considerably. .

3.68 . The Committee concludes. that:

spect of %“self determined' tests ('self
é:t::mf:ed'- by . the. specialist Approved
Pathology- ‘Practitioner or non-specialist
Approved Pathology’ - Practitioner) the
initiating practitioner often has no say in
their provision, mor does the patient or the
Health Insurance. Commission. Yet the
initiating: . practitioner may be held

[
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responsible overall for the pathology costs
he or she incurs, the patient who was not
. consulted may have to pay an additional
moiety, and Medicare pays most if not all of
the additional bill. -

1.35
131

Py

While it is ethical, and may be good medical
practicer in certain circumstances, for
speclalist pathologists to 'self determine!
that additional or different tests to those
requested by the originating practitioners
should be performed on specimens while they
are conveniently to hand, the procedures: and
controls on 'self determination' should be

clarified and such. tests better accounted
for, -

.’
3.69 The Committee recommends. that, for 'self determined!:
tests: . R i
Both the Medicare bills and relevant test
redults should be required to state clearly
which  services were . 'self determined';
bringing this to the attention of both
originating practitioners and their patients,.
and also facilitating any follow-up enquiries
that may be judged necessary by the Health
Insurance Commission.

29,

73 476
.71 019

" Diviéion.y
services

30, A sampling system for .routine auditing of
. ‘'self determination' should be introduced by
the Health Insurance Commission. This could
be based upon matching original requests
(that are currently required to be held by
pathologists) for pathology reviews with. the
consequent reports of reésults and bills.

93.78
‘94.69

31. 'Self determination' - should be restricted to.

individual case by case deciisions. or
authorisations by the responsible specialist
pathologists, This should eliminate the
common current -arrangements whereby generic
instructions are given to technical staff 850
that whenever a particular investigation is

TABLE 14 - DIVISION 9, PART 7, M3S PATHQLOGY SERVICES*

T v oe
requested by an . originating clinical a o~
practitioner -other (usually additional) tests 2 >4
‘are performed at extra cost.

L F
g 3
R -

" !B:S_

8} 20?3

K7 o3

- i —g s

2 § ‘%s

. | g3 &3
. T

84

1.34
1.3

rrorm {covers items
ta as at 2¥/7/85.

Immunochemical methoas,

72 788
72 659

who are practitioners may pe
data extracted fram HIC XS @

FS

ptegréncy test by one or more
simple basic pathdlogy tests that non-2P.

94.80
94.67

patholoy: services part of MBS,

69 001 -
68 786

Division 9 = 13 specified
2334 to 2392 of the MBS), Part 7 =

*  jtem 2342 = microscopical examimtion of urine, item 2346

(1/7/84) =30/9/84)
(1/3/84-30/6/84)

September 1984

June 1984



TABLE 15 ~ SERVICES AND BENEFITS FOR

¥ TABLE 16 ~ MB§ ITEM'987 SERVICES *
MBS, TTEMS 2201, 2202, 2215 AR T

2216 AND 2392+%

Nuoer of * Medicare bénefits .
Services per paid per guarter

quarter ) ¥

1

Items 220172202 - Semen examination for presence of spermatozoa

2201 (SP fee Mar 85 3179 17 962.25 1/2/84 to  1/7/84 to ° 1/10/84 to  1/1/85 to
$6.90) Dec 84 3 149 17 790.30 30/6/84 30/9/84 31/12/84 31/3/85
Sep 84 3 087 17 440.95 e . -
Jun: 84 2 927 15 475.00 I ‘
12 342 68 668.50 ACT 246 237 162 212
2202 (OP fee Mar 85 336 1 430.65 NSW' 4 100 2 861 3 233 3 455
$5.20) Dec 84 379 1 623,35 .
Sep. 84, 433 1 839.35 vie, 2 479 2 095 2 411 2 423
Jun 84 38) 1529.99 ) L
1529 . 6 423:3¢ 014, 466 273 477 576
Items 2215/2216 - Semen examination - involving measurement of volume, sA ‘ 389 424 350 a2
spem count, motility (including duration) and/or 6 752
viability, Gram stain or similar, morphiology by WA 941 831 84
differential count .
‘ Tas. 154 75. 50 120
2215 (SP fee Mar 85 6 168 172 900.90 ‘ 3
$34.50) Dec 84 5 805 .162. 766.40° NT 64 51 42
Sep 84 6 539 . 183 308.50 . ‘ .
Jun. 84 6 735 : %77; 346,27 Unallocated - 1 - -
‘ 25 247 9 322,07
. ) Total 8839 - 6848 7 301 7 993
2216 (OP fee ¥er 85 4679 95 615.00 .
$25.90) Dec 84 4 649 94 376.07 i — -
Sep 84 4775 95 799.06 ) . , s s
" Jun 84 4 918 93 501.65 * MBS item 987 fee as at 1/7/85 is $21 per service, service is
19 021 379 291.78 vgkin gensitivity testing for allergens, using 1 to 20
allergens', based on HIC DOP data.
Item 2392 - Semen examination for presence of spermatozoa (this is a
($5.20) Division 9 test which a non APP practitioner may.

perform, see also Table-14, one set fee applys to this
test based on the OP rate) .

Mar 85 - 141 ) 596.90

Dec 84 157 667.25
Sep 84 161 682.20
Jun 84 284 1129.20

743 3. 075.55

¥ based on HIC D0S data as at 24/7/65, curzent (1/7/65) MBS fees quoted.
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TABLE 17 ~ MBS ITEM. 989 SERVICES *

1/2/84 to 1/7/84 to 1/10/84 to 1/1/85 to

30/6/84 30/9/84 31/i2/84 31/3/85
AcT 563 391 608. 499
NSH 13 629 9 173 8 881 7912 -
vie. 3 158 2 405 2 304 2 18
Q1d. 3 065 2 144 2 010 1767
sA 1 518 1 201 1260 1220
WA - 1 143 980 866 859
Tas. 280 146 - 151 187
wr 13 - - -
Total 23 369 16 440 16 080 14 562

* MBS item 989 fee as at 1/7/85 is $32.00 per service, service is
'skin sensitivity testing for allergens, using more than 20
allergens', based on HIC DOP data.
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‘cakprEr 4"
' ENTREPRENEURS® AND PATHOLOGY

« Benefits and dangers
« Concerns voiced by the profession
. Conclusions and recommendations

Benefits and dangers

44l ‘Corporate structures in medicine are am accepted part
of today's environment. Large and small companies own individual
installations such as private hospitals, pathology laboratories,
general pradtitioner clinics etc, Some have gone further and
integrated vertically and/or horizontally in their provision of
medical services e.g, a chain of GP clinics. linked to a
particular pathology groupr within one (complex) corporate
structure. ' .

4.2 Currently, on€ aspect of this commercial approach to
the * provision of medical services - the emergence of the
incorporated 'medical entrepreneur' - poses a serious threat to
the quality of patient care in the community and has the
potential to distort the allocation of Commonwealth Medicare
benefits. Many individual practitioners: as well as professional
medical organisations such as the AMA, GPSA, DRS, RACR and RCPA
have expressed to the Committee their grave concerns about the
infiltration and marketing operations of 'medical éntrepreneurs',

4.3 The principal concern of the medical profession is that
the 'medical entrepreneur' is characterised by his/her ranking
the pursuit of profit and market control over and above patient
care.

4.4 - These people'r may or may not be medical practitioners
and ' usually possess: a very highly developed sense of
organigational ability and business acumen. 'Entrepreneurs’
usually, but not- always, ‘appear to work just within the bounds of
the law, pay lip service to professional ethics and vigorously
scrutinise ' regulatory measures (both professional and
governmental). for loopholes and are€as of imprecise
interpretation/specification.

4.5 The AMA's medical news magazine 'Medical Practice"
reported in its June 1985 edition that:

The RACR. is seeking urdgent talks with the
Commonwealth and NSW Governments to ensure
that radiology doés not experience the

‘scandals" seén in pathology in  the
1970's.1°
1 *Medical Practi‘ce', Australasian Medical Publishing Co.

Ltd., Glebe, June 1985, No. ‘30,' pp. 18-21.
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4.6 It ‘wént on:.to state that entrepreneurial schemes
currently being offered to ' doctors to -participate in the
establishment of expensively equipped ‘cent:res Yimply a
considerable amount of overse:vicing'

4.7 E At: its meeting the AMA Federal Council resolved that
the Association's President -should convene a meeting of
representatives of appropriate bodies to develop recommendations
about entrepreneurial activities in medicine. At the meeting
'grave concerns' .about a number of businessmen attempting to
become silent partnera in’ practices were expressed to the AMA
Federal Council.

4.8 At the BAMA's recent Federal Assembly the then
President, Dr Thompson, said the Association was concerned about
entrepreneurial developments in medicine. He . -said there was
concern. that:
Unless one was‘ wvery careful one could end

up with. a - 'depersonalised’ . sort of

situation in medical practice. But provided

that such activities were conducted

ledally, the people employed had a proper

contract which protected their interests;

there wete no kickbacks, the referral

process did not abuse the national health

scheme; and people behaved eth:.cally, it

was very difficult to object. The area is

one which must, and will, be examined.3

4.9 The Committee believes that many of the entrepreneurial
medical schemes currently in operation violaté these last two
conditions outlined by Dr Thompson, i.e.. they abuse the nationmal
health scheme and involve unethical behaviour.

4,10 An. example of a 'medical entrepreneur' whose corporate
medical marketing operations, general practice style and
professional ethics are currently of serfous concern to both the
profession and ‘the. Government, follows. This particular: general
practitioner (referenced as Dr X in the examples below) operates
a large compleéx commercial practice which, among other things,
includes several suburban clinics.. Each of these clinics refer
almost all their pathology ‘tésts to Y Pty Ltd -~ a pathology
company owned and operated by Dr X.

4.11 Investigations of this ‘'entrepreneurial' doctor have
found that, among othef things:. .

. Pr X “has a  ‘high incidence of
collecting blood for pathology (MBS
Item 955, fee. $3.40), in May .6 1984
there were 232 cases where the
collection of blood by Dr X had been
itemised but no pathology had been
subsequently requested or performed;

2 'Medical Practice' op.cit.
3 ibid., July 1985, No. 31, pi‘16.
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yirtually all Dr X's, pathology -tests
weré performed by ¥ Pty Ltd; -

“‘Medfcare benefit payments to- ¥ Pty Ltd

in May 1984 totalled '$144,667 for 9904
pathology services, this represents. an
average cost of- $114.91 per patient
and 7.87 services per patient (compare
with data in Table 8D; Chapter I);

Medicare benéfit payments to Y Pty Ltd

during May 1984 resulting from Dr X's
requests totalled $86,363.87 for 5723
services, this averages $130.26 per
patient and 8.63 services per patient;

the balancer of pathology services
performed by Y Pty Ltd for ‘which
Medicare claims were processed in May
1984 were requested by 16 other
‘medical practitioners, of which 13
were practice partners of Dr X;

perhaps because of tax reasons
Medicare benefits paid to pathology
laboratories in June 1984 as a result
of tests requested by »Dr X fell
dramatically to $605.70, of which
$122.80 was paid to companies other
than Y. Pty Ltd;

in July 1984 Medicare benefits paid to
Y Pty Ltd as & result of pathology
tests requested by Dr X totalled
$284,020.35 for 22,553 services, this
represented a cost of $125.67 per
patient 'and '7.98 services per patient
(compare: with. data in Table 8D,
Chapter 1);

Dr %, a practice partner of Dr X's
also requests all his pathology tests
from Y Pty Ltd, for the two month
period May - June 1984 HMedicare

‘benefits. ‘totalling $20,314.10 were

paid as a result of Dr %'s requests
for 1370 services, this represents an
.average -cost of $75.24 per patient and

5,67 services per patient (compare

with data in Table 8D, Chapter 1);
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« . & review of pathology services ordered .
© by, bPr X and Pr 7. has revealed
' abnormally high 'instancés of certain
services, thésé iificluded thé appatent :
routine ordering of Item 1401 (SP MBS

..;fee '$23.00), 'this teést is restricted
‘to one per “annum for proéven cases of
an unusual medical condition known as
hyperlipidaemia and was one of an

, apparent routine series of ‘tests

. ordered by both’ Drs X and %;

. similarly 1Item 1313 estimation of
glycosylated haemoglobin (SP MBS fee
. $20.50) & appears to be routinely
ordered, this, test is restricted to 3
' -sekvices per ‘dhnum for patiénts who
require management of  established

. diabetes; and °

. generally the review revealed numerous
instances _of pathology tests
attracting ‘“benefits K in excess of
$500.00 being ordered by, Dr X for each

_ patient on the same day.

4.12 This doctor, his varjous practices, partners and
associated companies are under. detailed investigation at present
as part of an intensive joint effort by the HIC, DoH, AFP and
DPP,

4.13 Perhaps the most disturbing thing about such a case as
the one above is that, instead of being ‘a lone example, it is
symptomatic of a relatively new breed of "medical entrepreneurs'.

4.14 Another example of the type of 'entrepreneurial' mattex
of concern to the Committee is at Appendix 3. These two
advertisements for doctors are linked with a complex commercial
medical empire, A significant financial segment of this empire is
its pathology service which contributes significantly to theé

overall cash flow of the corporate group.

4.15 There would appear to be an implicit suggestion. of
overservicing in the phrase 'those with entrépreneurial skills
will find our organisation most attractive'. While the priticipal
practitioner behind 'this organisation has been quoted ' as

welcoming fa néw quality of competitiveness'! evidence suggests.

that his current record.on pathology and prior corporateé dealings
characterise the ‘profit first' motive of the group.

4.16 Turning to andther’-aspect "of commercial pathology
laboratories' operations there appears to be a recurrent problem
with aggressive marketing’ and ovér-zealous serviéing by new

4 PAC file 82/9/B(2) Pt. 6.
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entrants in 'the market. For exiij;l:e a review of a newly
established laboratory in one of the smaller States revealed that
between 1 February 1984 and 30 June 1984:

. gervices ordered by the practitioner
who "owned and controlled the
laboratory constituted 56% of all
services petformed;

. the. laboratory had repeatedly difect
billed and patient billed for the bame
service; ) .

. the practitioner concerned in the
running of the laboratory had direct
billed and patient billed him/herself
for the same piathology services,
(contrary to the form of Undertaking
under Section '16B of the Health
Insurance Act); and

. the laboratory had pathology tests
performed by another large commercial
laboratory in another (distant) State
and, on return of the accounts from
the other laboratory, added additional
items and forwarded the amended
. accounts ‘to the patients concerned.

4,17 The Committee is encouraged to see that Commonwealth
authorities are now well aware of malpractices like those
mentioned above. The compléxity and detail of many of these cases
make effective prosecution action (as opposed to prosecution for
minor offences) very difffcult, requiring many resources and much
time. Only in a limited number of cases like those mentioned
above. has the Commonwealth been successful and effective in
follow up action. Importantly the HIC is now developing and
implementing system changes to prevent and/or signal pathology
overservicing as well as counselling doctors directly (and
indirectly via the profession) when early .signs of abnormalities
appear (refer Chapters 2 and 3). . {

4.18 The difficulty of coming to grips' with 'entrepreneurs'
in medicine has_been recognised for some time, Dr S Wohl, in his
book on 'the Medical Industrial Complex' states:

While I strongly criticise some of the
activities of big buginéss, I also clearly
recognise their positive contribution and
the fact that they must be included in any
scheme: for reforming the  system. If one
approaches the matter from 'a neutral
ideological position, one can probably see
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both: 7. :the .., :beénef it
consequences of, *a as A certain
hindsight inevitability & the: new. :manner
of ‘health . :care -delivery; On .the - credit -
side,.; f,or example,. ‘the for-p
claim.. - tq be -.working -
containment ‘and aniform standnrds. On- “the
debit side, the " for-profit companies
practice deliberate overutilisatioh ang
choose, when they are free to .choose,
affldent ‘patl nts and high. magk-up.
treatments’ oAly. But.it is also true , that
. some:- doctors have come a far way all by
themgelves . toward acting (and being-
perceived by ‘the public .as dcting) . very
differently from the selfless apostles of
cure. In many ways. the medical. profession‘
itself directly and indirectly abétted the
for-profit takeover of its sacred calling.-”

and | adverse. .

4,19 In discussing what hé calls. 'medi~giomerates' Wohl"
makes the very relevant point (especially in the case of some - ur
large Australian pathology companies)- i

If these corporate .entities weére
independent, autonomous companies each
competing with the others, there would be
less cause for concern. The ' problém. is,
however, that they are often c¢losely
interrelated in not always. perceivable wvays
by commn: ownership of stock, shared board
members, freduent instances, of ° joint
ventures and frequent transactions among
themselves. 'I‘hey are sympathetically ayare
of ‘one another, whether they are obviously
competing or noty . and the consequences for
. the public aré not always happy ones.

Concerns voicéd by the profesaion )
4,20 Concern’ about 'entrepreneurs' and the _for-profit
attitudes of some commercial laboratoriés have been expressed to
the Committee by all levels of the profession,
4.21 The Vice-Prebident of the RACR .stated that:

The problem with pathology laboratories is

that a commercial operation being promoted:
by advertising. . can attain a large

5 Wohl S., "rhe Medica:L - Industrial Complex', Harmony Books,

New York, 1984, pp. 2-3.
6 ibid., p. 87-88," -
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subseghent of : thé markét.rand can' actually -
be. turning- over very -large volumes of work
80. that ‘they: do' influente’ ‘the 'rés | We'
are - aware that ' ‘the ~average ' ‘consultart
specialist practice .around Australia runs a-
fairly uniform. -averade ‘fee per patient
geen, and yet there are other labs. * that
draft. way above this fee-and.that can only
represent - greater’ amounts -of work being-
done on. patients, 'If. we analyse: their
patient profiles, it ie wvery likely, in my
opinion, ‘that many:. .of those patients are
relatively .. well .~and not’ the mix of
seriously:. ill: Apatients - whov go to the
regular consultants, so. that. the actual
overusage is much greater than appears from
the: raw figures.  This. is why I ‘think
substantial savings are possi.‘ble“ ‘because
- much. of that work would:not be done.’

4;22 In this context. the Vice-President also stated that he
had: . ) .
© +.oJooked at the figures - provided £for
. ‘vdifferénces :in pathology ' utilisation' in
. difierent States ‘and.I believe that as much
o481 $20m .of  the :present ‘bill could ‘be.
removéd if incentives were taken'out ‘of the
system, if poor guality work was stopped by
accreditation.‘and: if ‘work was done 'at ‘a
proper standard, It is difficult to definé
overservicing, as. everybody who 'has béen
involved with it states, but what -I think
is bappéning is- that a number of patholoay
services .are ‘being peérformed which are
marginally useful to ‘the patieént but for-
which there is at -present a double motive,
one .being. that-it certainly «eould be useful -
to the patient .but' alsé (the doctor).

4.23 The argument, ‘put. to the* Con\mitt‘ee by several witnesses.
associated with large . commercial - laboratories, that such
laboratories operate more effectively becaube they have better
quality control, has been questiOned by many professional
pathologists..

4.24 A vwitness for the RACR. commented‘: .

I would. find it very difficult for. them to
substantiate that claim. Quality.control: is
more complex than producing the .correct:
results from the machines at .soime times

7 PAC Transcript of midence, -8 5142,
8 ibid., p. 5138



when,you are. testing rthemy It really lies: .
in “the #épecialist .pathologist n‘-‘givﬂgﬁl‘an‘
informed opinion on the results gaing out;
being satisfied they. are. correct and that

4.26 One ‘specialist patholdgist' described sdme GP request
forms. as: : . - S G i

...1ike theé scenario to an HMGM spectacular.

ey e .medically < Conventional Sometimes ‘the: 18, not- blg € 3

[ ¢ 1 cad. > Cony: ) - . papet -is."not- big enough for
:ggﬁ«z%s-.“?topﬂh.‘g gis B0, a .their: . GPs’ to writé all the tests dowi in three

Bree ¢  of .tests: . or :more . columng and you could knock ‘up 2 bild ‘of

$300 wvery -quickly ' where, -ordinarily
speaking, "the £full. blood count and the
gegef{l- biochemical lookat. would cost -about
50.v . - - !

4.27 At & 1983 RCPA Council seminar on undergraduate
teaching in pathology the serious disadvantages that large scale
automation and computerisation in pathology has raised in terms
of under/post .graduate education were ‘dlscussed. BAmong the
disadvantages noted was ‘the followihg:- .

appropriate tepts .during discussions .with- .
them. ;In other woids;-a big. stratum of true-
professional. . service - still, exists, It- is. .
perhaps losing ground - in. ‘terms of total
volume or .share of the benefits ‘paid to
organisations »-which.  simply - turn .-.out
aAumbers. It would be very Jnteresting .to
creditation.and enable inspectors. to. .
go -in..apd. look .-at the quality controls .
There are two.types of quality -control .- a . -
sort .of concert ..performance -done .once ‘a: .
month. when the. external tests comé in and
the day to day one, all through the 24
thours- - and there. could be a big. difference .

There is a slow but inexorable decline of
diagnostic pathology: (particularly
biochemistry and haematology) from a

in the performance of. those.9 ” consultative and interpretive servicé to a
X } . numbers. game. Computer storage 0;
4.25 While the Committee believes :that .its conclusions and A haematology files involves serial results

recomnendations (in. Chapter- 2) on-APP accredit : rom -8 A :

;::stra:ﬁ;n(‘:;s:%%me“ :l“\f the tightening up ‘bf'“tg’g' :P?O;:;:% from the standard 8 parameter -automated
: 1ddress . ss8ue . 18- >

Temark of the RCPA Treasurers itl _i§ !f\?n'?ﬁul of the.:Following

instruments; no record 1is kept of the
'+ -clinical history, the interpretation of red
-cell changes, or suggestions. ' for further
investigations Numbers are easy to produce
and easy to store; the gualitative aspects
of pathology are suffering, and the 'type of
information that we tell students is

. important has. become inaccessible.l2

I believe "tl'x,gt; 'plps‘sib‘lyl; . some. o’f‘-.r’t:h'e very .
large  -commercial : pathology.. ‘prac;icels’
perform quality work and.-that the quality
assurance .would be of the .same. .order as .,

that provided by -a_ so-called. ‘consultant

pathologist- . or-.a . hospital ,pathologist., .

However the large commercial laboratoriés .

would be possibly ‘getting. an enormous -

volume of work,. . much- of which. would. be

totally unnecessary,. X think -that this :is

where the amount of money that is being

.spent is perhaps . being: misspent. .A -large .
amount  of - ;that: is 'done. .Although . the. . =
quality -may 'be fine, it .is (not). great to :. . P
produce - a whole<lot -of normal. - results,’ I - il
5:%:2:; th;\t‘t m:st of these (apparently

sary ests are requeste
practitioners.10 . . = . ‘U",’ general

4.28 Relevant. to this point is the following observation of
a specialist pathologist witness:

«.oin private practice, it is possible for
skilled; practitioners. to operate on much
lower test volumes and many do. They
critically assess what tests they should
order . .but the commercial labs, in
particular, have fostered, among  ‘'the
younger practitioners -going into practice,
a continuation of the (over) ~ordering
patterns of hospital.  The result is one
which makes life a little easier for the
new practitioner and much more profitable
for .all the parties concerned.i3.

9 PAC Traﬁscri;{t':,
143

10 ibid., p. 514
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©of Evidence, pp. 5142=3;,

e L . -

11 PAC Transcript .of In-Camera Evidence, PAC file 82/9/B(100).

12 Refer Enclogure F of RCPA submigsion 20 June 1984 (PAC
) Transcript of Evidence, pp. 5122-5128).

13 PAC Transcript of Evidence; p. 5144.
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4.29 A more sibtle form of ‘“exit;gprdneutiu spirit' also

appears to be embodfed in the reporting system of large

commercial pathology groups. A spokésman for the DRS noted that :

«w.thege massive . pathology groups = in.

Melbourne and Sydney  and eluewhere are only

responding to what' is now -notmal practice

by largé numbers of “local doctors servicing

‘peripheral -areadi. 'From my experience, the

way ‘they report their investigations points

towards overserviding. Théy have a . great

capacity fot advising further investigation

-for- mildly abnormal -results on initial

investigation, -~ .
In fact I know it is tapped into the word
- proceéssor: For instance, a slightly low
platelet’ count, which is a common finding
and of little. clinical significance 'if the
individual is not bleeding or bruising,
cominonly' occurg in a -viral infection. I
kriow ‘that ih orie big pathology group. in
Melbourne it is automatically tapped in -
"*suggest repeat in 14 days' - for a mildly
low ‘platelet count,l4 :

4.30 A further aspect of -commercial pathology laboratories
that was widely reported on, debated and legislated against in
the late 1970's, yet is still understood to continue in several

forms today; is the wugly ‘'entrepreneurial® phenomenon. of

kickbacks.

4.31 Representatives of a large pathology group identified

such kickbacks as commonly falling into three categoriés today:

. kickbacks ~ cash is still prevalent
and is usually a percentage of
referrals;

. rental deals for space; and/or

. kickbacks ‘in kind -  from trips,
horidays, white goods, et¢.15 .

4.32 These representatives stated to the Committee that they
believed that these practices were more likely to occcur amongst
smaller, less established laboratories which lack a solid base of
genuine referring practitioners.:

4,33 They argued tl'1e lfbl"louing‘:
. Wiy ERR

Basically in our expefience of - kickbacks, -
to the degree.. that'. they- are called
significant, i the: sense iof :cash/ you are

oot ard

14 PAC Transcript- of E}videnge; p. 5198,
15 PAC file 82/9/B(88), .

talking about the very nature of a cash
business; if you 1like, The' larger the
practices are, the more likely they are of
having a very systematised control of
accounting which is auditdble from A to: 2.
The practices; that I am thinking of _are
very much cash-oriented small practices.l6

4.34 . The Committee xemains sceptical about this argument.
Most witnesses have confirmed that they have some hearsay
knowledge/awareness of kickbacks: and usually associate such
activities with the larger -'entrepreneurial' commercial

Jlaboratories. A gpecialist pathologist arguad along the following

liness .. ...

. I think. that -is 'wrong because the small
laboratory. could not afford to give them.
Theé overheads in pathology are gigantic., It
leaves you with very little profit margin.
If you then had to give something back, you
may as. well not even open the shop in the
morning, I think you would need a vast
revenue on which to fall back; to be giving

anything away.l?

4.35 Perhaps the strongest view expressed to the Committee
about ‘'entrepreneurial® commercial pathology laboratories was
that of the RCPA President, Professor Herdson:

I believe that the pomition should be that
in the long run, laboratory procedures for
human, beings -in this country, should be
undertaken only in the laboratories which
are ‘headed up by pathologists. I believe
that there: is just rno case for laboratory
tests .being undertaken :by people who have
no direct: interest in- patient care. 1In
other words, I think it ig. not on for
companies ‘to be having no.medical input at
all and _ to be running - laboratory
procedures.: .

4.36 The Committee 1s aware that, at present, this ideal
situation may not bé practical because: of the need for exceptions
and what the existence of those’ exceptions give rise to in a
market: open' to ‘'entrepreneurs'. An example of a necessary
exception may be where specialists in major hospital practice are
also responsible for -the department 'which does the work in
haematology .and -endocrinology and thus may not refer testing away
fromith‘emselves;. In these cases ’arms=-length’ feferral may not be
possible.

Te  PAC file 82/9/B(88): |~
17 PAC Transcript of In-Camera Evidence, op.cit.
18 PAC Transcript of Evidence, p. 5133.
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4.37 The RCPA Vice~President, Dr Davies; <commented on
problems in allowing valid exceptions as follows: .

One of the problems with commercialisation
has been that when perfectly leégitimate
exceptions aré 'made those  exceptions are
used as a basis for atrangements that are
really financiallg contrived rather than
for the practice.l : :

4.38 The adverse side of ‘'entrepreneurial spirit' in
pathology- is not confined to the large commercial laboratory
sector. The. Committeer is aware that small “"backyard"
non-specialist APPs have approached specialist pathologists
seeking the specialist's part-time or full-time 'partnership' in
order to expand their operation, legitimise their public face and
obtain SP fees for tests .undertaken (be they ’'sink ‘tests' or
otherwise).

4.39 For . example, a specifal‘ist: pathologist related the
following incident to the Committees -

I was phoned up .one day by a little
gentleman who is operating out of a fruit
shop-front in (a Sydney suburb) somewhere.

He used to be a courier for the pathology
f£irm that he worked for before -~ a courier,
he drove a car - and he mnow owns a
pathology practice. He rang me up and
propositioned me and I told him to forget
it. I get phone calls . from everywhere,
Maybe because I am-a solo practitioner they
think. I might be Jooking for a few: more
bob. They ask whether I will come and do
this, that and the other, and the answer is
no. You have couriers, you :have nobodies
running pathology practices, and this is
one of the problems too. . They can hide
under something called a_ corporate provider
number which_means they do not even have to
be a doctor. 20

4.40 The Committee believes: that such 'backyard*
laboratories may be relatively few in -number and small in
industry significahce when compared to the operations of the
major laboratories. Laboratory inspection. and assessment under
the NATA APP accreditation scheme and the tightening up .of the
APP scheme's administration, as recommended by the Committee in.
Chapter 2, should satisfactorily address this problem..

19 PAC Transcript of Evidence, p. 5160.
20 PAC Transcript. of In-Camera.Evidence, op.cit.
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4,41 General. practitioners’ also, as clients of pathology
laboratories, are seeking ‘to- do deals with laboratories (either
specialist or . mnon-specialist APP, or non-APP) often on a fee
splitting basis, Such deals promote overservicing as the returns
to the GP are based .on the type -and number of tests he/she
refers. -The laboratory .processing the tests 1s not encouraged to.
query -on clinical grounds the necessity of any apparent excessive
ordering of tests. Such deals are prohibited by Sub-section
129AAMA(1)of the Health Insurance Act for APPs (non-APPs are not.
covered by the Act).

4.42 . The fo‘l‘ltv)lwing inc'ident,‘ related to the Committee by a
specialist pathologist, typifies this kind of entrepreneurial
activity: . ' .

I recently had a GP' ring me and ask for a

».tender on. $50,000 worth 'of work per annum.
I was offered 30 minutes in which to reply
and informed that six other laboratories
were offering tenders. I rank back .some six
hours later to inform this 'gentleman' that
his proposition was illegal, I"hdd checked
with officers of . the Federali Health
Department. He - {the GP) laughed at my
incompetence and: informed me that: -

(¢3] his solicitor - -had. stated that,
after examining the appropriate
legislation, fee splitting between
companies was legal and calling for

. tenders was.a widespread acceptable
practice;

(ii) . the matter had been settled, he had
signed an agreement . whereby his
company (fully owned by the GP)
became a shareholder of a large
respected. pathology laboratory; and

(iii) that while I: was -competent to
.direct a dlaboratory I was not
competent to run a business; he
(the: -GP} wondered how I had
survived the last twenty years.2l

Conclusions and Ee'commendutions
4.43 The Committee concludes' that :

«.Strengthening of the -administration of the

. e - Approved Pathology Practitioner scheme - in
B . particular regular . review of Approved
Pathology . Practitioners.-upon re-appointment

and, the .imnediate introduction of mandatory

21 PAC Transcript of In-Camera Evidence, op.cit.
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accreditation - should quickly remove.
unscrupulous: tentrepreneurs' ° yfrom the.

non-Approved. Pathology Practitioner market,
and to some- eéxtent dampen the undesirable
s;dg of some Approved: Pathology Practitioner
and - specialist. Approved Pathology
Practitioner - . .commercial laboratories
'entrepreneurial ‘spirit!. '

The recommendations of this Report, 'éhould‘

reveal the ‘'medical entrepreneurs' busin
practices to the profession, 5:2

Commonwealth's administration and the

community and thus help  generate a greater
degree of public accountability. The nged for
;:?;moﬁaicouniabiutyﬁ is indisputable: and
n given: the .public: ‘fundi
Medicare pathology Abe‘nef'itl:)s.._ R unding  of

Further measures are needed in order ¢t
strengthen the resolve of both the pr'ofessio:
and the Government to check the growth of
undesjrable ‘'entrepreneurial® practices in
pathology. These measures involve both long
and short. teim.commitments: to :

. strengthen. professional ethic :
ot oanen. P s and their
- improve 'co-oéérati’oh between the

profession .and the Government;

. fnhance . the information on
tgntreprengurhl; activities available

. agencies nvolved in rev
Medicare ‘claims; and tewing

. ' developing a program: of independent and
objective research into thepestructure,
ownetship and economics. of the
Australian pathology industry.

The '§rowth» of the mew breed of 'medical
entrepreneurs! needs to be checked if g:e
profession is to maintain its effectiveness.
in society and -accountability to.society.

As one author has put ‘its -

Ours is a cynical society, 1less willi

perhaps to' .accept protestations of altrui:x?\
-or to accept altruistic behaviour at its face
value than people were in the .past. We no
longer expect people to 'be motivated solely

102

4.44

4.46

or even -primarily by a concern for service..
In such an atmosphere . the claims of the
professions will be treated less respectfully
than formerly. .

They will .'be examined with suspicion and
scepticism.,- In sauch a situation, the
professions have felt the need to adopt new
and more militant methods to preserve their
position in the hierarchy of pay and
.privilege - which make protestations of an
ideal of service sound rather hollow.
outsiders and critics see the professions as
using their clients, often the most helpless
and needy in society, as counters in the
. struggle for a better deal for themselves,22

The Coinmitiee concludes that: ,

Socially undesirable 'entrepreneurial spirit'
in the provision of pathology services, or in
any -other . -area of medicine, cannot be
combatted by any single or simple solution.
Rather a combination of techniques need to be
applied at a variety of levels - the problem

f is one for both the Government and the
‘profession.. :

The Committee also concludes that:

Knowledge: of -many characteristics of the
Australian pathology' industry is poor in both
the Commonwealth's administration and the
profession generally.

The Committee therefore recommends that:

32. sufficient resources should be made available
. to the Health Insurance Commission to permit
it to complement  the Medicare claims
information provided by its systems with
details derived from field surveys. Such

surveys should .encompass -

searches. of company records to determine
the owhership of pathologyrcompanies;

research: to establish the ownership and
relationship of relevant subsidiary
companies to their main  corporate
bodies;

22

Wilding,’ P. , “'P:oflegéibnalr~ Pr}dei and “Social Welfare',
Routledge' and Kezan Paul, London, 1982, ch. 4, p« 111.



. precise . identification of those

i providers, .. together - with their

qualifications, in iwhose names sexvices
are being billed; and- T

s . research to ‘establish if a specialist
pathologist is actively engaged in. the
provision or  supeivision of  those
services billed 'under his/her provider
number, or. has "lent' his/her name for
specialist billing purposes only. '

4.47 In addition, the Committee recommex;dé that:
33. The Health ‘_Insurvancé - Commission place a
e " T aoproves ¢ athotogy

Practitioners. - - ’
34. The Australian  Institute of Health conduct a

detailed industry study ‘of the provision of
pathokogy -in- Australia to. assess and report

various © industry~wide economic
characteristics. -
35, The Australian Institute of Health survey and

document systems of pathology accreditation
and the provision of pathology services in
other countries. .

36. Thé Australian Institute of Health develop
and- undertake a comprehensive research
program to -analyse specific aspects of
current changes in the Australian industry.

4.48 The. apparently straight forward solution of calling for

greater self rggulation by scrupulous peer review and enforc%ment'

ggﬁggof!:issiggal cgdes, 'of dithics‘ ‘has' several disadvantages when it
. addressing: 'medical. entrepreneurs’

include problems that: . p eneurs® in pathology. fhey

. not all pathologists . are .members of
professional. bodies' such .as: the RCPA
or AMA who may be able to act on their
codes of ethicsy :

. such ethical codes usually onmly appl
to individuals and mot corporations ol;
their management;

. the sanctions under such  professional
codes are often crude and it is not
easy to make the subject weigh the
social costs of his/her activities
with the social costs of avoiding such
activities;
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B - thexe is a danger that in some cases a
. . professional body"s prioritiés will be
., ‘distorted by .self Ainterest if it
relies - too - heavily on. -such a

redulatory proceés; and

. - the collectivisation of professional

values may tend to manifest itself in

o a conspiracy of silence 1if there is
: Gdivision of. opinion. over the

legitimacy of ‘entrepreneurial’
actions. :
4.49 Thus the Committee concludes that:

Theré are .significant problems in the
profession taking action to self regulate
fpathology entrepreneurs' via peer review and
the application of professional ethics.

4.50 Despite this the Committee does not wish to downgrade
the importance of peer review activities and the enforcement of
professional codes -of ethics, However, it does recommend that
together with these traditional .avenues:

37. The National Pathology Accreditation Advisory
. Council, in conjunction with the Department
of Health, Health Insurance Commission,
National Association of Testing Authorities
and the- Director, of Public Prosecutions
completely revise and strengthen the Approved
pathology Practitioner Code of Conduct in
light of recent ‘'pathology entrepreneurial’

moves.

3s. The Department of Health, in conjunction with

‘the National Pathology Accreditation Advisory

Council, the Health Insurance Commission and

the Director «of Public Prosecutions research

options and implement measures to strengthen

€ ;¢ 1 of the Approved Pathology

Practitioner Code of Conduct to legal actions
concerning, “pathology entrepreneurs'.

4.51 The Committee concludes that:

Technolog:l_.éal’ ;advances in pathology may
assist 'entrepreneurs' to overservice.

Generally technological change in the field
of -pathology has led to a reduction in
testing time, labour and cost through the
incréased. use - of multiple analysis
procedures..
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4,52 The ctonsequernces of such protedures wean reductions in
actual costs. Also limited minimum ' analysis procedures are
available, to. the extent.that one ¢an; in @ome fields no longer
obtain individual analysis tests except by a pathologist manually
performing the tests, ‘In many cases-only multiple Tesults from
tests can be obtained (if only because it is not economic tb run
a piece of téchnological equipmént £or-only one test). - - °

4.53 aAn :exauipie of such: technology -

‘the sequential

-
multi-channel analyser computex which.-has meafit' that one machine

can provide from the one blood sample many tests irn the same time
or less than it would take_a_  pathologigst to do one test
physically in the laboratory. The total cost of operating the
machine for one test may be greater thai the individual test by
the pathologist. ) ) Y o

4.54¢ - Thus the'Comn‘\ittee,copcIuges‘ f;h‘a‘g{ )

‘The - “cost effectivénéss of the technology
vhich performs a number of pathology tests
must be considered in the assessment of theé
Medicare Benefits -Schedulée; especially’ when
new pathology. tests .are 'being considered for
inclusion in thé Médicare Benefits Schedule: -

Advances. in technology ‘have been: rapid and
have.had significant effeéct on the operations.
of patholdgy 1laboratories, especially the

‘larger ° commercial - ' laboratories.. These
-developments need -to be closely monitored to
allow: . consequential - adjustments in
‘remuneration. to: Approved Pathology
Practitioners. CoY
4.55 The Committee recommends that: A
39. Where new' clinical i‘abo'r'atory‘ test procedures

in. pathology 'are advanced to the Medicare

Benefits: Schedule _.Review Committee, the

developers. and manufacturers of sich tests

should ' ' provide - . the . following

cost-eéffectiveness data "before consideration

t:‘ given 'to. gfanting a: Medicare benefit. for
e test ~ T

. :I.nfox;rha_tion needed to. / calculate the
costs. of pe‘rfbrm‘i;n_g the test;

«  clinjical sensitivity and specificity
calculations . Gaséd~ upon a patient
‘population ‘sufficiently large to enable
reliable conclusions' t¢ be drawn about.
sthe efficacy «of the test; and
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-their

P
. cost . and efficacy. comparisons y_i.tl;
.existing tests used for the same  of
. similar purpose.

" one further. matter.i e ‘Commi! consgidered
_One further matter which the Committee pqs cons :
in ‘connectxilpn.”ﬁith glg!;hqlogy " entrepreneurs (either APPs or

referring practitioners) is that .of improved patient. awareness.

The  Committee, concludes .that:. ...
In - many cages ‘where pathology @buse has

occurred
been,

appears that the patient has. not
. awar ‘of?pt'elje“ ‘general type or extent of
pathology tests being ordered.

jents generally accept.proposals for pathology tests
'll;la:i:gcongeniené'eyis often minimal, the costs to i!éhe
patients are. mostly if not entirely covered by Medicaré benef ig'l
and patients appear to readily believe that pathology tests w
help. them or at least be interesting.. . T

" . The Conmittee. :cohi:l,i.zd‘es thats ..

“informed patients, interacting with
medical practitioners on the pros and
cons of pathology investigations and having
fncreased potential to audit the bills for
setvices provided, could lead to more
ratiohal health care and use of pathology
services..’ .

Better,

Ma clinical medical practitioners appear to
gr:%ually loge touch with the minutiae of
pathology as they work in general practice
and the various clinical specialities. Some
may rapidly lose competence in the ordering
of pathology investigations ‘and Lngtead of
ordering ~ the most ~relevant and useful
specific tests may order the most vaguely
defined, non-specific or even the wrong
tests. It is unlikely that these problems can
be significantly ameliorated by any single
measure in isolation, such as improved
undergraduate preparation for independent.
clinical practice of peer review.

_As all pathoiogy investigations result in

eports to the originating gnedical
;:Ectitioners, the most simple, effective and
inexpensive method of bringing these costs
and benefits simultaneously to the attention
of all practitioners and their patients would
be to fecord the Medicare fees alongside the

“results..
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It may be desirable for both the patient and.
the' ' referring -practitioner,  during a
consultation; to be ‘made more aware of the
pathology tests. and associated Medicare

-Beneéfits’ Schedule -costs - that Wweére being

incurred-due to & reéferral or a fequest that
was about ‘to-be forwarded to a pathologist,

4.60 Thus the Committee recomménds thats ®

40.

41,

‘professional careers.

A cohtinuois. . ‘feedback. of educative

~cost/benefit information about pathology be

organised for' all medical students in their
¢linical years and all clinical medical
practitioners throughout their. subsequent

The: ihtrodu’i:_tion of ' regulations requiring
referring practitioners to itemise all
pathology -requests with' Medicare Benefits
Schedule = benefits, . together with an
appropridte’ brief description of the
pathology service(s), and to, by law, provide
a copy to the patient before the tests are
actually foimally requested.
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List of Hearings
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Tuesday 23 March 1982, Canberra.
in _camera hearing

Thursday 25 March 1982, Canberra
in_camera hearing

Thursday 20 May 1982, Canberra
in_camera: hearing

Thursday 8 June 1982, Melbourne
in cameia hearing

Thursday 1 July 1982, Canberra

Commonwealth Department of

Health Dr H C Anderson
. Mr J G Burt
' Mr N M Hill
Dr G Howells
Mr A J Kelly
.Mr J.'S McCauley
Dr C'Selby smith
Observers o Mr J P Chandler
Mr A Chapple
Mr P J Hinchy
Advisor

‘The Hon Mr Justice P B
Toose, QC CBE

Friday 2 July 1982, Canberra
in_camera hearing

Tuesday 13 July 1982, Canberra

ip camera hearing
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Wednesday 14, July 1982, Canberra:

Commonweal th Department of
Health

Obéewer[s
.. Advisor

Monday 26 Jﬂy 1982, Canberra
in camera hearing

Tuesday 27 July 1982, Canberra

Comnonwealth Department of
Health

Medibank Private

Observers

111

Dr
Mr
Dr
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My
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McCauley
O'Keefe

Brehnan
| Evered

| Lewis
wilcox

Chapple
Hinchy
Louttit



Friday 6 August 1982, Adelaide
- ip_camerd hearing

Wednesday 4 August 1982, Sydney ' N [

Commonwealth Department of' o
Bul'l

Heal'th br R R’ .
Dr K H S Cooke. Commg:‘wealth‘ Department of Mr R C Cain
Mr D A Devenish-Meares Heal D; JY H:ncock
Dr W H Howell Mr J L May
Mr A B McDonald DPr A J O'Donnell
Mr E R Morton Mr J P Toohe
M M J Q'Brien t v
Doctors! Reform Society Dr A M Liebhold Observers N R heer
Dr A J ‘Refshauge ﬁi g g gisg?{t
H?spit:lvsJ‘Cont:ibution‘ Fund
of Australia Mr D L Gadi y ‘
M; MG I.:m‘gﬁaitst Thursday 19 August 1982, Canberra
Observers ‘Mr A A Chapple - in.camera hearing
Mr \P J Hinchy .
Rr 'C-F Louttit Tuesday 24 August 1982, Canberra
Thursday 5 August 1982, Melbourne Medibank Private :; g ﬁr%'}fa'?g‘a
. Dr P E Gunton
in camera hearing Mr G M Lewis
Commonyealth Department of o
Heal th Mr K C Amery Observers M B SHinen
- a: C g Ecgles—Smith Mr K Jones Y
r P J Hede i
¥r P D Tratt Mr C J Louttit
Dr I ¥ Tullock
Dr R C Webb Tuesday 7. September 1982, Canberra
br D G Legge ' in camera hearing
Professor L J Opit Commonweal th Department of
Observers - M § Geddes Health . , Dr C B Eccles-Smith
. Mr P J Hinchy
Mr C J Louttit

Tuesday 14 September 1982, Canberra
Mr P R Harvey
obsefv_ers Ms 5 Geddes

Mr P J Hinchy
Mr C J Louttit
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Tuesday 21 September 1982, Canberra

Tuesday 19 October 1982~Canberra.’

Australian Medical Association Dr F B M:-Phillips Attorney-General's Department - Mr J H Broome
. Dr G D Repin . Mr P F .McDonald
. Mr B J O'Dopovan.
Observers Ms 5 Geddes' ' Mr H F Woltring
¢ Mr P J Hinchy :
Mr C J Louttit Royal Australian and New

Zealand College of
‘Pgychiatrists Dr W A Barcley
. Dr' C Degotardi
Dr J McG Grigor
Professor B Raphael

Wednesday 29 September 1982, Brisbane
. in_camers hearing
Commonwealth Department of

National Association of Medical

Health Dr. J A McDougall Specialists r J P Gibson
Mr R D Price. Dr T D Orban
Dr P E R Ubrich . .
Mr R A Vendrell Observers - Mg S Geddes
Mr R J Walsh Mr P J Hinchy
DPr D P Wilkinson . Mr C J Louttit
Observers Ms 8 Geddes Advisor The Hon Mr. Justice PB
' My P J Hinchy Toose, QC CBE
Mr C J Louttit
Thursday 21 October 1982, Canberra
Tuesday 12 October 1982, Canberra . '
in camera hearing
Department of Administrative
Services . Mr M F Domney
Mr H D Logue Tuesday 26 October 1982, Canberra
Australian Federal Police Mr R Farmer Commonwealth Department of
Mf J C'Johnson. Health : Dr H C Anderson
Mr C S Winchester Mr. J G Burt
s ‘ Dr P V Evans
Observers Ms 8§ Geddes © Mr N M Rill-
Mr P'J Hinchy Dr G Howells
Mr C J Louttit Mr J Kelly
. Mr S McCauley
Advisors The Hon Mr Justice PB Dr L J O'Keefe
. Toose, QC CBE
Mr M Johnson Lo :
‘Dr P B Gunton Attorney-General's Department Mr H Broome
Mr S Rares Mr L J Curtis
Dr H Stock Mr P F McDonald

J O'Donovan
F Woltring

Mr
Mr

Agafonoff
Chandler
Geddes

J Hinchy

i1
J
C
N
G
A
J
L
Dr C Selby Smith
J
L
P
B
H
Observers Mr A
Mr J
Ms S
Mr P
Advisor The Hon Mr Justice PB
Toose, QC CBE

114 115




Wednesday 27 Octobér 1982, Canberra Wedneaday 13 July 1983, Canberra

Commonweal th ‘Department. of . in.caméra hearings

Health Df H C Anderson
Mr J G Burt BN
Dr C. PV Evans Monday 1 August 1983, Canberra
Mr N M Hill
Dr: G -Howells in camera hearings
Mr A J Kelly v
Mr J S: McCauley '
Dr I J O'Keefe Wednesday 3 August 1983, Canberra
Dr C Selby Smith
- . in camexra hearings
Observers Mr A Agafonoff
Ms' § Geddes
Mr P'J Hinchy Monday 2 April 1984, Canberra
Advisor The Hon ‘Mr Justice PB Commonwealth Department of
. . Toose, QC -CBE ‘Health Dr HC Anderson
Mr G M James
. Mr J W Kilpatrick
Thursday 11 November 1982, Canberra Mr J .S McCauley
. . Mr K M Riordan
Mr C A Nettle Dr C Selby Smith
’ 3 Mr W.T L Taylor
The Bon M. J R Mackellar, MP Mr W G Turk
Dr R H C Wells
Observers Ms S Geddes Mr L J Willett
Mr P J Hinchy Mr P R Wright
Mr C J Louttit .
Obsetrvers Mr .J Chantler
Advisor . The Hon Mr Justice PB - Mr A Chapple
Mr A B HcNevin

Toose, QC CBE

Tuesday 31 May 1983, Canberra Thunéday 19 .April. 1984, Sydney
in camera hearing The Hospitals Association of
. NSW © .. Mr C R James

Monday 11 July 1983, Canberra Capital Territory Health ¢ ¥ Blak
Commission Mrs ake

Australian Medical Association Dr

F B M Phillips Dr K McG Doust
br G D Repin ' Mr P N Guild
' ’ Mr D J Lambart
Observers Mr A Agafonoff Dr P M Tatchell
Ms S Geddes . '
Mr P J Hinchy Austrazlian Council on Hospital

Standards Dr B R Catchlove
Ms A T Porcino
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Monday 30 April 1984, Canberra

Health Insurance Commission -.
Observers

Monday 21 May 1984, Sydney
Professor D McNeil
Royal Australasian College of
Surgeons

Royal: Australasian College of
Physicians

Royal College of Pathologists
of Adstralasia

Royal Australasian College of
Rdd:l;ol‘ogists

Observers

Monday 4 June 1984, Canberra

.Department of Veterans'Affairs

Observers
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Dr

Profesgor T S Reeve

Professor J B Hickie

Dbr
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Dr
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Dr
Dr

Dr
Mr
ME
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Mr
Mr
Dr
br
Mr
Dr
Mr

Mr
Mr
Mr

M.J Brennan
J M EVered
P E Gunton
G M Lewis

J ‘Chantler

A Chapple
‘A B McNevin

B P Morgan

P P Laird

E L Davies
J Nicolaides
Raik

mzE

J Glasson
C Wilson

Buttsworth

R
P
H C Anderson
I
J Kilpatrick

G E Brooks

J G Cosgrove

J A Costello

G E Fitzgerald
M M Kehoe

J Mould

B EO Shannassy
B E Todd

D Volker

B
A
c

Falconer
B. McNevin
J Louttit

Wednesday 4 July 1984, Canberra

in camera hearing
Macquarie Pathology Services Dr R Sutton
Sy

Dr T R Wenkart
Thursday 5 July 1984, Canberra

in.camera hearings
Commonwealth Department of

Health Dr H C Anderson
Dr D M Hailey
Mr J S McCauley
Mr A M Mackey
Dr L J O'Keefe
Mr W T L Taylor

. Dr R H C Wells

Mr P R Wright

Obgervers Mr B Falconer
Mr A B McNevin
Mr C J Louttit

day 3 September 1984, .Canberra

in camera hearing

Royal College of Pathologists .

of Australasia Dr W. E'L Davies

o Professor P B Herdson

Dr E Raik

Doctors Reform Society Dr J L Daniels

Dr B M Learoyd
. . Dr P.G Lynch.

Monday 10 September. 1984, canben:a
An.camexg hearing
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Thursday 4 October 1984, Canberra "/

Commonwéalth Department .of
Health.

Voo e e

; H’e"al’th Insurance, Commissi'oh

Observers -

Monday 8 October 1984, Canberra

Royal Australian College of '
General Practitioners

, ' Observers

N

e e
Al

Wednesday 7 March 1985, Cahberra
The Honourable- L Blewett, HP
Commonweal th Department of

Health L

Health ‘Insurance Commission

Observers
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My M A Burgess
Mr R Huckett

Mr
Mr
Mr

M
‘Mr
Hr B
Dr
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Mr
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Mr
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Mr
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R
J
G
r K Brigden
R
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J
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JW Kilpatrick
A M Mackay
J '8 ‘McCaul éy'

Chantler .
Kimball
C Louttit

r A B McNevin

M Owens

J Ruf£in’

Finnega n
‘Fisher
H Grieve

Louttit
McNetvin,

DP
AE
PW
J SHcCauley
C.J
AB
R H C Wells

B Vi-McKay

J M Evered
CR Wilcox

R Alfredson
R. Chantler

C J Louttit
N Levings

J Van -Beurden

APPERDIX 2

Medicil Praud and, Overservicing Inquiry
. List -of ‘.‘Subqinip_nsv
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Government Organisations*

Attorney-General's Department
Australian Audit Office

Australian Federal. Police

Capital Territory Health Commission
Commonwealth Auditor-General
Commonwealth Department of Health
Commonweal th: Ombudsman

Commonwealth Tertiary Education Commission
Department. of Administrative Services
Department of Veterans' Affairs
Director of Public. Prosecutions

Health Commission of NSW

Health Insurance Commission .

Law Reform Commission of Australia
Public Service Board

South Australian Health Commission
Tasmanian Department of Health Services

Medical Associations*

Australian Medical Association

Australian Postgraduate Federation in Medicine, The
Australian Society of Anaethetists

Australian Society of Orthopaedic Surgeons, .The
Doctors Reform Society

General Practitioners Society in Australia

Hunter Postgraduate Medical Institute, The

Medical Board of -the ACH

New South Wales Medical Board

Northern .Territory ‘Médical Board.

Royal Australasian College of Physicians

Royal Australasian College of Radiologists

Royal Australasian College of Surgeons

Royal Australian and New Zealand College of
Psychiatrists

Royal Australian College of General Practitioners
Royal Australian College 'of Opthalmologists

Royal College of Pathologists of .Australia
University of NSW Committee of Postgraduate Medical
Education :

University of Queensland Postgraduate Medical Education
C:mm:.ttee

Univérsity of Western Australia Postgraduat i
Education Committee s ate Medical

Victorian Medical Postgraduate Foundation
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Other Organisations*

Acupuncture Association of Australia

Adninistrative and Clerical Officers &ssociation
Ass%éiation of Medical Superintendants of NSW. and the
ACT .

Australian and New Zealand College of Medical ‘Education
Australian Chiropractox's Association

Australian College of Health Service Administrators
Australian College of Rehabilitation Medicine

 Australian -Council on Hospital Standards

Australian Dental Association
Austialian Federation of Consumer Organisations
Australian Fedefation of Festival of Light, The

- Australian Hospitals Association

Australian Humanists
Australian Medical Acupuncture Society

" AMA/ACHS Peer Review Resource Centre:

Australian Medical Students Association:
Bustralian Natural Therapists Association
Apstralian Optometrical Association
Australian Psychological Society .

Australian Society for Advancement of Anaesthesia
Sedation in Dentistry .
Australian Thalassaemia Association

Citizenes' Committee on Human Rights (PBsychiatric
Vidlations)

Committee: on Human Rights . .
Community Health association Co-operative Ltd.
pDarwin Private Medical Society Inc, :

p.J. Moran Managements Pty Ltd.

gxport and Commercial Research Services Ltd.
Hospital Benefit Fund of Western Australia

Hospital ‘Benefits Association :

Hospital Contribution Fund :

Hospital's Association of NSW

Institute of Health Economics and Techhology Assessment
Macquarie Pathology Services Ltd. £

Mutual’ Health .
National ‘Association of Medical Specialists
National Association of Testing Authorities

‘Pharmaceutical Society of Australia

Pharmacy Guild of Australia, .The ‘

Queensland Policy Union of Employees

Right to Life Association, NSW Branch

Royal Australasian College of Medical -Administrators
Rupert Public .Interest Movement : -
Thoracic-Society in Australia

tnited Chiropractors Associaticn of Australasia Ltd.
Urological Society of Australia :

victorian Academy for General Practice

victorian Hospitals Association

voluntary Health Insurance Association of Australia
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Individuals* .

Agnew, Dr-W '
Arnold, .Dr
gabbage, Mr.N F
Baddeley, Professor J
Bates, Mr P
Belk, Mr A .
Bell, br B S - )
Biggs, Professor ¥ 86
Bowyer, Dt R € .
Bridges-Web, Professor. c
Brotherton, Dr d .
Brotherton, Dr M
Byrne, Dr J W
Carroll, M Nz -
carter) Mcs M

_ Cloher, Dr TP .
cogiin, Dr M A
Cooper, Dr B p
Corbett, Dr P
CoXy professor K R
puckett, Dr S J
Eccles-Smith, Dr C
Ellard, Dr J -
Flgon, De N D
Farnsworth, Dr J
rearnside, Dr M R
Finlay, ¥r C N .
Fisher, ¥r G E
Flaherty, Dr G K
Fohler, Mr A E
Foster, Pr J L

Fraenkel, Professor GdJ

Ganderton, Mr P
Giblett, Mr H A
Goldrick, Dr V.
Goodrick, Ms B
Gunton, Dr. P G -
Haddock, Mr K
Halliday; Dr. B
Hammond;, Mr W F
Hartup, Mr K

Harvey, Mr R
Hempton, Pr DB
Boffman, Mr T D
Holgate, Mr R

Hunt, The Hon R J, M.
ivil, Dr 83 .
Jackson, Mrs L,
Joneg, Dr B B
Jones, br G

Jones, Miss .3
Johnston, Mr n
Joske, Professor R A
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. Newman, D

Kenos, Mc A -
Xing, Mr C F
Kramex, br B -
LA Nauze, Dr.J
Le ‘Breton, DI BG
‘Legge, br D -
Lyail, Ms. C F'
McCaffrey,. Mr J

.McNeil; Proressor D

McNiven, Mr K

‘ MAckay, bx D

ackeller, Dr & D
Mackenzie, Mr W 3

" Mann, D& A
. .;Mathews, Dr RN
J

Moraitis, - r 5, OBE
Munror Professor, J G C

Munster, Mt G H
Murnain, Mr.d
2 J

o'Brien, Mt 3 ®
o'Brien, Mr T
.0' Callaghen, M8 A

_opit, Professor L J

overfield, Mr W €
pacy, Dr J R

Palmer, Professor G R
Pendrey, Mr & AE
Penington, Protessor D
pitney, Professor WR
Quinn, Dr D

Raik, Dxr B

Rares, Mr S

Reid, Dr: B
Reiu—sm;th, Ms L
Roach, Mt C M
Rodgers, Mrs P
Schoch, Dr H

scott, Dr W N

gsender, br D

Shaw, Mr J

. slater, Dr ;F

smith, Dr M.B
speilman, Pr R
‘Strauss, Dr.8
stoutjesdijk, Dr ADJ
sullivan, Dr ¥

- waylor, Dr H R

Thomas, Mr N
Thompson, Dr G
Toomer, Mr W F

moose, The Hon Mr Justice FB/

Traile, Dt M A

Tullock,

‘Wallace,

Waidman,
Warneke,

Mat’\y‘ of the a
asgociations,
forwaraed a ‘huin

Dr ¥
vrg C
Dr W
Mr E B

bove gover

during the inquizy.

In additiony
congidered
gubmigsions

confidential basis.
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QC OBE Weedon, DI’ D
Wells, br RH C
whyte, Dr' G [
Williams, Mf L
Wolfenden, Dr W B
Yau, Dr R M

rnment organisations, meaical
other. ordanisations and individuals have
ber of ‘aubmissions to the Committee

many confidential submissions have been
‘the Committee. Parts. of some of the
1istéa above have been s\ipplied‘ on a



L AFPENDIX 3

Advertisement for. -doctors
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" Section 16A of “the Héalth inauran';ce Act

3

16a

(l) A Médicare benefit is not payable in respect of a
pathology service unless ‘@ practitioner determined
that the service Was: necessary

and- .

(a)

(b}

in the case of a pathology service (other than
a prescribed pathology service or a service to
which paragraph (b) applies) ~ the service was
rendered by or'on behalf of an approved
patholoay practitioner in pursuance of a
request addressed to that approved pathology
practitioner ~

{i) . by the practitioner who determined that
the service was necessary, or.

(1) . by another* approved Jpathology
practitioner who is not the practitioner
who determined that the service was
necessary, .

being a request made in writing as prescribed
or, if made otherwisé than.inh writing,
subséquently confirmed in writing as
prescribed-

in the case of ‘a patholody service, other than
a prescn.bed ‘pathology . service, determined to

‘be ‘necessary by-an approved .pathology

piactitioner (being a medical practitioner) or
by the employee (being a medical practitioner)

~ of an approved pathology practitioner in the

{cy

‘course of that employment = the service was

rendered by or on 'behalf of ‘that approved
pathology practitioner; or

ih the case of. .4 prescribed pathology service -
thé service was rendered by or on behalf of a

‘medical practitioner other than an approved

- ‘pathélogy- practitioner (in this paragraph

referred to as "the first mentioned
‘practitiorier") and -

(i)  the service was determined to be
necessary by the first mentioned
practit:.oner, or

' {ii) the service was rendered in pursuance of

:a request made by the person who
determined that the service was
-nécessary, being. a medical practitioner
(other than an: approved pathology
practitioner) who, at the time the
request was'made;- was' & member of a group
of: practitioners. of which the first
mentioned practitioner was then a member.
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(2)a

- 3) -

,‘(b.

(4)

(4a)

(9)

The reference in paragraph (1) (a) to a request
made in writing or to d confiimation in writing
of a request shall be read as ihcluding a
reference to a request or a confirmation, as
the .case may be, in such other form as the
:.}nister approves, in writing from time to

me.

Where a patholdgy seérvice has been rendered by

or on behalf of an approved pathology .

Jpractitioner in pursuance of a request made. or

ggnfimed, &g described in paragraph (1) (a),
e‘n, - . . N

if the approved pathology practitioner fails to
retain ‘the written request or the written
confirmation of the request for a period of 18

-+ monthis after the date on which the service was

ta)y

(b

~renderéd; or -

if, -on. béing served as prescribed, at any time
within 18 months’ after :the date on which the
service was rendered, with a notice in writing
signed- by the ‘Minister requiring the approved
pathology practitioner to produce the written
requeést or the written confirmation of the
request to an officer of tlie Departmeént of
Health spécified in the ‘notice, the approved
pathology practitioner fails to comply with the
requirement within 14 days after being served
with the notice,

the approved pathology practitioner is guiltcy
of an offence arnd is punishable on -conviction

by a fine not exceeding $1,000. . :

In-any proceedings fof an: offence against

. sub-section (3); an averment of the prosecutor,
 ¢ontained in-the information or complaint, that
‘. a specified pathology séivice was rendered by

or -on behalf of a-specified approved pathology
practitioner on a specified date is prima facie

" -evidénce: of, the matters averred,

Por: ‘the purposes of this section, where -

a written' request. or & writteh confirmation of

- a request has been recorded on f£ilm or on any

- other medium approvéd; -in writihg, by the

‘Minister from ‘time 'to timej or

in accordance with an approval, in writing, of
the: Minister, a request or .confirmation (cther
than a written request or a wiitten

- donfirmation) has been recorded on a tape,

disc, f£ilm or other medium,
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(48)

(5)

{e)
.t . deemed to be a retention of the request or the

(d)

(a)

(b

-~

~

(c

(d)

(e)

for the purposes of storage and subsequent
retrieval when required -

the retention of the record so made shall be
confirmation, as tlie case may be; and

the production, or the reproduction, of the
récord 8o made shall be deemed to be a .
production of .the reguest or the confirmation,
as the case may be.

wWhere the Minister gives an approval for the
purposes of paragraph (42} (b), he may set out
in the instrument of approval any condition to
which the approval is subject, and any
recording that is not in accordance with such a
condition shall be deemed to be not in
accordance with the approval.

For the purposes of this section -

where a service is rendered by a person (in
this paragraph referred to as "the employee")
in the course of his employment by another
person, then, except in the case to which
paragraph (b) applies, it shall be deemed to be
rendeted by that other person, and not by the
employee;

where a person (in this paragraph referred to
as "the employee®) is employed by two or more
persons jointly and a service is rendered by
the employee in the course of that employment,
it shall be deemed to be rendered by the
employer principally responsible for the matter
being dealt with by the employee, and not by
the employee;

a service shall be taken to be rendered on
behalf of a person if, and only if, it is
rendered by another person, not being an
approved pathology practitioner, by arrangement
with that persony

a member of, or a member of the staff ot, an
authority (being a corporation) established by
a law of the Commonwealth or of a State or
internal .Texritory shall be taken to- be
employed by that authority;

where two or more practitioners -

(1) proviae protessional services as
partners; or

{ii) share amongst them all, or a substantial

part of, the income from providing
professional services,
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(6)

(£)

those practitioners shall be deemed to
constitute a group of practitionérs; and

a reference to determining a service to be
necessary is a reference to determining that.
the- service is reasonably necessary £or the
adequate medical care of the patient ¢oncerned.

This section does: not apply in relation to a

service in relation to which séction 21
applies,
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« COMMONWEALTH OF AUSTRALIA

Health Insurance Act 1573
UNDERTAKING.

Approved Pathology Practitioner

(Employer Applicant)

Use of Form

This form of undertaking has been drawn up by the
Minister for Health under section 15B of the Health Insurancs
Act 1973, as amended, as a form of undertaking to be given by
an applicant who wishes to become an approved hathologr
practitioner for the purposes of that Act. The form is for
use by a person who is not a medical practitioner but who
employs a medical practitiomer or medical practiticners o
render pathology services, The person may be an individuai
or a body corporate. The form is not for use by a Stute ur
by an authority of a State or of a Territory.

The undertaking may be given by being signed by or
on behalf of the applicant as required on page 9 and by being

delivered at or sent by prepaid post to the . appropriate
address specified in paragraph 13,2 of this form of

wndartaking together with a fee of 3§10 or such other amount
as mey be prescribed.

Particulars of Apolicant (individual)

FULL RAME: o o ¢ o ¢ ¢ o s ¢ 5 o 6 6 6 s s 6 6.0 v 0 s « s o
(in block letters) {surname) (christian or given nazus)
Address FOT DOTICEST 4 4 o 4 o o o o 0 s o o 68 s s o & o

D I R e T I N R ]

nplicable pathology services are rendered « .
es and Territories:

Premises wheve a
include ali Stat

L
[ I
134

“Particulars of Applicant (Corporation)

Name: o o o o ¢ 4 ¢ o 0 3 6.0 0 0 8 9 9 0 0600638 0 ve aos

. . . . .

Legislation under which incorporated: o o ¢ o o ¢ o o o o »

Address fOX NOTICES: o o o s 20 6 0 5 v & s e 0 s s e e
* 8 ¢ 9 4 ¢ ¢ 98 b 0 0 I s+ s ¢ Y s

State or Territory or -other place of incorporation: e

“, b0 8 e 8 e 8 e é

Registersd office(s) im Australiz - dnclude all States and
Territories: o . - S

(1) o o v o 0 6 0 6 86 0 ¢ 0 6 s 0868 0 o880 easas
(23 5 ¢ 4 6 0 6 8 o s 0 00 6 s 0 06 0 0 i s o e e s
(3) 4 0 ¢ e v oie 0 0 0 0 et e s s e e e s e e e

Premises where applicable pathology serviies are rendered =
inciude 211 Stzates and Tervitcries:
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Undertaking

he abovenamed. Applicant. ("the Practitioner") in
accordancemsith‘ the provisgnns of the Health Insurance Act
1973, as amended, and of .uc regulations nade chercg.nder
("t.hc': Act® and '“the Regulations™ espectively) HQE}EB‘{
UNDERTAKES w0 THE  'COMMONWEALTH OF  AUSTRALIA  ("the

Commonwealth) as follaws:

Acceptance .

is undertaking is given for the acceptance of the
}}i;:nis,ter i;l;h :.ccordancp wi%_h the Act and so that it will come
into force when so accepted or on such earlier date (not
being a date earlier than the date of .s:.gq;afure of this
undertaking as hereinafter appears) as is fixed by the
Minister.

Application

2. The medical services to which 'this undertaking
relates and is applicable ("applicable pathology seryices")
are pathology services in respect of which, whén the services
are. render'egyby’ an approved pathology practitioner, medical
benefits are payable in accordance with the Act. :

Compliance with Act ) ) )

3. The Practitioner will ~

(2) comply with the provisions in relation to
applicable pathology services of the Act as from

time to time amended and of the Regulations as for
the time being in force; and .

(b) take appropriate action from time to time to ensure
that - .

(i) employees of the Practitione:‘whose dutiocs

relate to the rendering of applicable

pathology services; and

(ii) persons who by arrangement perform services
for the Practitioner in relation to the
rendering of applicable patholegy services,

in carrying out those duties or performing those
services act in accordance with the said provisioas
of the Act and Regulations and in conformity with
this undertaking.

Code of Conduct

4,1 The Practitiéner will ensure that. the operations of
the Practitioner in relation to the rendering of applicable
pathology services are conducted in conformity with the Code
of Conduct. set .out in the Schedule to this undertaking ("the
Code of Conduct”),

4,2 ;The- generality of paragraph 4,1 shall not be
prejudiced or affected - by the inclusion in this undertaking,
or the operation of, the succeeding provisions of this
undertaking.

4‘.3 The Code: of Conduct is an integral part of thisg

undextaking and. accordingly -subject to wvariation by the
Minister .as héreinafter appears: and references in this
undertaking to. the Code of Conduct are to be read as
references to the Code of Conduct as from time to time so
varied, :

Billing.and Supervision

5.1 The Practitioner will not issue an account or a
receipt or enter into an agreement under sub-section 20(3) of
the Act .in respect of . the -provision of an applicable
pathology service which the Practitioner  ‘has requested
another approved pathology practitioner to render or which
‘has, been rendersd by another approved pathology practitioner,

S¢2 An account which is capabis of being wused for
making a claim for medical benefits shall .not be issued in
respect of the rendering of an applicable pathology service
unless professiomal responsibility fov rendering the service
has been asswied by a medical practiticner employed by the

* Practitioner for the putpose,

5.3 . An account in respect of an applicable pathology
Service. in which the service is identifiable for the purp
of medical benefits as having been rendered by, or under’ the
supervision -of,.-a recognized pathologist shall not be issued

. by or ‘on behalf of the Practitioncr unless the recognized

pathologist who rendered or under yhose. supervision ‘the
service was rendered was at the tine employed by the
Practiticner for that purpose. .

Multiple Pathology Services

6, . The  Practitioner will not make with any persoa an
arrangement in  relation to the requesting or rendering of an
applicable pathology service or applicable pathology services
or ong2ge in. any other practice, the PUTPOS¢ or a purpose of

which is to aveid the anplicatioh or opfration of a rule

interpretaticn  relazing te wltiple sorvices in  respect
items in Part 7 of Schedule 1 of " she Act as at any tiams
varied,
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Sharing Arranzements

7q . The Practiticner will nov -

nt with a2 practitioner who
3
b

(a) make dn awnrangem
itisner to render an applicabie

requests the Practi
pathology service; ¢

3

o

v

(b) make an arrangement with a .opractitioner who i
Tequested by - the Practitioner to render an
applicable pathology service, .

whereby the Practitioner, directly or indirectly, receives
from any person other than <che person who incurs the medical
expense. or the insurer of that parson; or. . pays. as
remuneration tor any person, any part of. the fees that are
payable by the person who incurs the medical expénse, or of
the benefits that .are payable by the insufer of that person,
in respect of the applicable pathology service. PRI

8.1 The Practitioner will not knowingly enter -ianto aa
arrangement with a person whereby = ¢

(a) that person is induced‘or‘enéouraged to- Tequast the
i rendering of.an applicable pathology service by the
Practitioner; or : oo . .

(b) the Practitioner, without .reasomable -excuse, will
be accorded any incentive to request, or 1
receive or .obtain directly oy indirectly
berefiv, profit or advantage from reyuesting,
rendeting of an applicadle patiiclogy service by
PET50M..

8.2 The Practitioner shall not: be taken o be in breach
of sub~paragraph 8,1(b) by reasea of making an arrangement
which provides for the ohligatien~free provision to or by iie
Practitioner of- a disposable type of: blood colluction
equipment or other specimen collection equipment or of
slides, containers. .or - other dasic materials rfor
collzction or transportation of specinmens such as blood or
urine or other biological specimenss :

Excessive Services

9. The Practitioner will not reader, or rejuest
rendered, an applicable pathology = service that
constituie excessive services as referred to- in Divisio
Part V of t Act, (Sub-sccrion- 79(1B){a) of =&
provides a refereace to excessive sarvices
professicnal services, being services in.re
al benzfit has beceme or may hecome
¢asonably necessary: for  the adequate
tiant concerned),

o

ot

Ky
a
X
<

2
e
R

2RI N1 4]
©

138

‘Supply of‘Infofmdtio;

10. The Practitioner will furnish to the Minister such
information relating to =«

(a) the requesting or Tendering by or on behalf ol the
Practitioner of applicable pathology services;

(b) "in a case where ‘the Practitiomer is a body
corporate, the ownership and control of the
Practitioner; and

(¢} persons employed by and, whére the Practitioner is
2 body corporate, the officers of the Practitioner,
i/

as is from time to time reasonably requested by the Minister,

Variation of Undertaking

1l. This undertaking is subject to  variation as
provided in sub-section 16C(7) of the Act if the form of
undertaking for the purposes :of the Act is varied at any time
by :the Minister under sub-section 16B(4) and shall, while it
continues to be in force, be in force and have effect in tha
£6rm in which it .is deemed to be varied from time to time to
accord with the form of uhdertaking as so varied.

>

Termination of Undertaking

iz, This -undertakihy shall continue to be in force
unless and until it ceases to be in force upon zérmination
the Practitioner under sub-section 16C(8) of the Act or upon
such other event .as causes an uadertaking to cease o de in
force by virtue of sub-section. 16C(9), -

Notices

A notice, request or other communication by the
ster ‘'to the Practitioner under or for the purposes 3
this undertaking shall be deemed to have been duly given
it is in writing signed by the Minister personally or by
means of reproduction which the Minister sees fit to adept or
signed by a persom om behalf of the Minister and is sent by
prepaid post to the address for notices of the Prac:itionc:

set our in Particulars of the Applicant on page 1 or :
hereof,

T
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13.2 A notice or communication by the Practic .cner to
the Minister mader or for the purposes of this undertaking
shall be deemed to have been duly wiven if it is in writing
signed, where cthe Practitioner.is an individual, - by tha
Practitioner or, whers the Practitioner is a body corporate,
by the Secretary or equivalent oificer of the. Practirioncr,
and is delivered at or sent py prepaid post addressed to the
office ,of the Director of the Commonwealti Department o:
Health in the State in which the principal place at which the
Practitioner renders’applicable pathology services i5 located
or, if that place is in the Australian Capital Territory, in
the State of New South Wales or, if that place is in the
Northern Territory, im the State of South Australia..

13.3 A notice, request or other communication sent by
prepaid post shall be deemed to have been received by the
Practitioner or the Minister when it would have been
delivered in the oérdinary course of the mail o

Internretation

14, References in this undertaking to the Minister - ars
to the Minister administering the Act and inciude .ancther
Minister of the Commonwealth. who' is for the time being actiny
for or on behalf of that Minister and tie expression "the
Minister" includes a delegate of the Miniszer under. sectici
131 of the A::t.

13, A reference in this undeftaking to aie@uest for
applicable pathology service refers o a request as provi
for by paragrapa (a) of subesection 16A(1). of the Act, -

33
i

&
de

16, for the purposes of this. undertaking -‘a service
shall be regarded as having been rendered by the Sractitionar
if the service is rendered by en enploves on behalf of the
Practitioner or otherwisé on behaif of th Practitioner as
provided in sub-section 16A(S) of the Act.

17,1 In this undertaking, except “where the context
otherwise requires. or a contrary intention appears = »

(a) expressions that are dofined in the Act or in the
Regulations. have the Tespective  meanings  so
attributed to- them; .

(b} ‘"person" includes a body corporate and a pubiic
authority cr institution; and

{e) words in the singular incluce the plural, nimber ang
words in the plural inciude the singular rumber.

17.2 The headings in this undert iing  shall aot gevera
Tz :

s{fect the construction of
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SCHEDULE.
CCDE CE CONDUCT

Fees or bemefits in respect of patholegy services
shall not be shared by, or be the subject of a
sharing arrangement detween, the practitioner who
orders tests and the pathology practitioner who
performs the tests.

A pathelogy practitioner shall not -

(d) provide free servicéds o6r payments as
incentives to a practitioner to order tests;

(b) make payments to a  practitioner for illusory
sexvices; .

(¢} maké payment beyond normal commercial. rates
for services provided to the pathology
practitioner by a practitioner.

A pathology practitioner shall® not advertise or
detail to stimulate the ordering of pathology tests
except in a2 manner Qr to an extent ia or to which
advertising or detailing may legally be done by a
medical practitioner ‘under the legislation
controlling the practice of medicine in the State
or Territory in which the pathology practitioner
carries on practice,

»The pathology practitionér to whom pathology tests
éﬂ ‘pri’vate patients (including subscquent
referrals) are referred and who performs the tests
shall bili the paiient or relevant insurer
according to the principle that fees for pathology
tests. are payable by tie patisnt or insurer
directly to the rpatholcgy practitioner and tae
patient is not t2,be billed by the practitionar who
makes the z'en_-.xesr..I Zor the tests,
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(1) Signature of Applicane , R N
Date of Signatyre R

(2) 3igned on behalf of and
with the authority of che
Bozrd or ¢ther governing

- body of. the Practitioner
in"the presence of -

—~

‘I.ﬁ’noqqo.no

(

Date of Signatuye L I R,

(1)  For signature by the Applicant where the Applicane is
an individual person, )

(2) For signature where the Applicant is 2 body corporate,
Ths Signatory must be an executive OT Trepresentative

meaber of tha Board or other governing body of the
Practitionsr and the office of the signatory stated
beneath the signature, The signature should ‘be
witnessed where indicated. by an officer 0f the
Practitioner and the office of the witness alse

stated beneath tha witness? signature,,

Acceptanca
==tBtance

This undertaking is accepted on behals of

the

Commonwealth, of Australia,

Ifi‘x...’........*asthedateon

which. this undertaking has cone into faorce, \

[ IR

Ac’.thw..\tlaitcitb
Belegate of the Minister for Health

Date o= Acceptance O

- D0 Gate is fixed the unde:::«i:ing Comes into force gn

»
-
by

n

e date of thig acioptance,
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COMMONWEALTH OF AUSTRALIA
Heglth Insurance Act‘l‘973

UNDERTAKING

Appraved Patholegy Practitioner

(Medical Prace; tioner Applicant)

Use 9f Form

This form of undertaking has been drawn, up - by the
Minister for Health under section 16B of the Health
Insurance Act 1973, as amended, as the form of undercaking
to be diven by 4 medical practitioper who wishes 2o become
an approved Pathology prac itioner for the purpdses of that
Act and who is bractising in his OWn- Tight as an individua)
or in i:'ai"t'ners‘hip Or gther association with another medical
practitioger or Practitioners. It pas. no application to g1
persan. who only renders pathology Services in. the course of
his/her employment by ‘another person. This undertaking may
be given by being signed by the applicant as required op
Page 7 and by being delivered at or sent by prepaid post ¢o
the appropriace address specified in daragraph 13,2 of this
form of‘-undertakin'g together with a fee 0f $10 or such other
amount -as may he Prescriped,

éarticulars of Apnlicant
===t fppiicant

Full‘name:.............,...........
(if block letters) (surname) (caristian or given names)
States or Te'rritarie_s of registration
a5 medical practitioner {include all
registrations):.‘............‘.........

..‘-.-o-.-.---..-...a.

.-\ddressfornotice‘s: ..‘.................
Address (es) of Practice(s):

(2).....'............‘..........‘
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‘Undertaking

The abovenamed Applicant (“the Practitioner") in
accordance with the provisions of the Health Insurance Act
1973, as amended, and of the reguratlons.made=thergynaer
("“the Act” and '"'the Reyulations" :gspeczlvelyl HEREBY
UNDERTAKES: to THE COMMONWEALTH OF AUSTRALIA ("the
Commonwealth") as follows:

Accaptance

1. This undertaking is given for :he‘accep:an;e of
the Minister in accordance with the Act and so that 1t.w111
come into force when so accepted or on suca earlier da:e .
{not being a date earlier than the date'of signature of this
undertaking as hereinafter appears) as is fixed by the
Minister.

Application - . ,
2. The medical services to which this undeg:ik;ng N
relates and is applicable ("applicable pathology services")
are pathology services in respect of which, when ;hg. .
services are rendered by an approved pathology practitioner,
medical benefits are payable in accordance with the Act.

Compliance with Act

5 The Practitioner will -

2.
com; ith ti risi in relation to
a) comply with thg provisions in re .
ﬁ applicable pathology services of the Act as from
time to ‘time amendea and of the Regulations as for
h the time being irn Zorce; and

(b) take appropriate action g:om‘time to time to
ensure that persons who in the course ?t their
employment carry out, or by agrgngemQQL_?ertorm,
for or on behalf of the Practitioner duties or
services in relation to applicable pathology
services, in carryiag out :hosg dutiss or
performing those services act in accordance
with the said provisions of tne‘Act~ap§
Regulations and in conformity with this
undertaking.

Code of Conduct

4.1 The Practitioner shall conduct his/her practicé{s)
ia relation to the rendering of applicable pathology e
services in conformity with tiie Code of Conduct set ouﬁ in
the Schedule to this undesrtaking ("the Code of Cénduct").

4.2 The genarality of paragraph 4.1 shaly not be L
prejudiced or affected by the inclusion in this qnag;takxng,
¢ isicns of this

or the operatien of, the succeeding provi
undertaking.
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4,3 The' Code of Conduct is an integral part of this
undertaking and accordingly subject to variation by the
Minister as hereinafter appears and refersnces in this
undertaking to the Godz of Conduct are £o be read as
references. to the Code of Conduct as from time to time so
varied.

Billing

ER The Practitioner will not issue an account or a
Teceipt or enter into an agresment under sub-section 20(3)
of the Act in respect of the provision of an applicable
pathology service which the Practitioner has requeszed
another approved pathology practitioner to render or which
has been rendered by another approved pathology
practitioner,

Multiple Pathology Sarvices

6. The Practitioner will not make with any nerson an
arrangement in relation to the requasting or rendering of an
applicable pathology service or applicable pathology
services or engage in any other practice, the purpose of a
purpose of which is to avoid the application or operation of
@ rule of interpretation relating to multiple sarvices in
respect of items in. Part 7 of Schedule 1 of the Act as at
any time varied. .

Sharing Arrangements

7. The Practitioner will not -

(8) make an arrangement with a practitioner who
requests the Practitioner to rendesr an applicable
pathology service; or

(b) make an arrangement with a practitioner wno is
requested by the Practitioner to render an
applicable pathology service,

whereby the Practitioner, directly or indirectly, receives
from any person other than the person who incurs the medical
eXpense or the insurer of that person, or pays as
remuneration to any person, any part.of the fees that ars
payable by the person who incurs the medical expense, or of
the benefits that are payable .by the insurer of that persaon,
in respect of the applicable pathology service.

8.1 The Practitioner will not knowingly enter into an
arrangement with a person whereby -

(a) that person is induced or encouragad to request
. the rendering of an applicable pathology service
by the Practitioner; or

(o) the Practitioner, without reasonabie axcuse, will
be accorded any incentive to request, or will
receive or obtain directly or indirectly any
benefit, profit or advantage from requesting, the
rendefing of an applicable patholgy service by tne
cerson,
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8.2 The Practitioner shall not be taken to be in
bredch of subeparagraph 8.1(b) -by reason of making an
arrangement which provides for the obligationsfree provision
To or by the Prgctaituorer of a disposablé type of blood
collection equipment or othér specimen collection equipment
or of slides, containers or other basic matérials for the
collection or ‘transportation of specimens such as bYleod or
urine or other biological specimens, .

£xcassive Services

9. The Practitioner will not render, or request to. be
rendered, an applicable pathology service that would
constitute excessive services as refernmed to in Division 3
of Part V of the Act. (Subesection 79(1B)(a) of the ict
provides that a reference to excéssive services is a
veference to professional servicés, being services in
respect of which medical benefit 'has become or mzy become’
payable, that are not reasonably necessary for the adequate
nedical care of the patient concerned).

Supply of Information

10, The Practitioner will furnish to ‘the Minister such
information relating to the requesting or rendering by or on
behalf of the Practitioner of applicable pathology services
as is from time to time reasonably requested by tze.
Minister.

jariation of Undertaking

) This undertaking is subject to- variation as
ovided in sub~-section 16C(7) .of the Act if the form of
ndertaking for the purposes of thé Act is varied at afy
time by the Minister under sub-section 163(4) and shall,
while it continues to be in force, be in force and have
effect in the form in which it is déemed: to'be varied from
time to time to accotrd with the form of undertaking as so
varied.

"o

1
T

f=

Teriination of Undertaking

1z, This undertaking shall continue to be ia force
unless and until it ceases to be in forcé upon termination
by the Practitioner "under sub-section 16C(8) of the Act or
upon such other event as causes an .undertaking to cease to
be in force by virtue of sub-section 16C(9).

Notices
3.1 A notice, request or other communication by the
Minisver to the Practitioner under or for the purposes of
this undertaking shall be deemed to have been duly given if
it is in writing signed by the Minister personall¥ or by 2
means of reproduction wi

ch the Minisrer seges Fit o adopt
or signed by d person on behalf of the Minister and is sent
by prepaid post to the address for notices of the
Practitioner set out in Particulars of the Applicant on page
I hereof.
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13.2 A notice or communication by the Practitioner to
the Minister under or for the purposes of this undertaking
shall be deemed to have been duly given if it is in writing
signed by or on behalf of the Ppractitioner and is delivered
at or sent by prepaid post addressed to the office of the
Director of the Commonweéalth Department of Health in the
State in which the Practitioner practises or, if the
Practitioner practises in the Australian Capital Territory,
in the State of New South Wales or, if the Practitioner
practises in the Northern Territory, in the State of South
Australia.

13.3 A notice, request or other communication sent by
prepaid post shall be deemed to have been received by the
Practitioner or the Minister when it would have been
delivered in the ordinary course of the mail.

Interpretation

14. . . References in this undertaking to the Minister are
to the Minister administering the Act and include another
Minister of the Commonwealth who is for the time being
acting for or on behalf of that Minister and the expression
the Minister'" includes a delegate of the Minister under
section 131 of the Act. P

15. A reference in this undertaking to a request for
an applicable pathology service refers to a request as
provided for by paragraph (a) of sub-section 16a(1l) of t
Act.

16. For the purposes of this undertaking a service shall
be regarded as having been rendered by the Practitioner if
the sefvite is rendered by an emplayee on behalf of the
Practitioner or otherwise on behalf of the Practitioner as
provided in sub-section 16A(S) of the Act.

ne

17.1} In this undertaking, except where the context
otherwise requires or a contrary inténtion appears -

(a) expressions that are defined in the Act have the
respective meanings attributed to them by the Act;

b) person" includes a body corporate and a public
P n des a body
authority or institution; and

(c) words in the singular include the plural number
and words in the plural include the singular
number.. o

17.2 The headings irn this*undértaking shall not govern
or affect the ‘construction .of the text.
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ii.

iii,

iv,

SCHEDULE
COOE OF CONDUCT

Fees or benefits in ‘res'nec‘t of pathology ‘s!erﬁfices
shall not be shared by, or be the subject of a
shanng arrangement beween, the practitioner who
orders tasts and the pathology practitioner who

performs the tests.
I R :

A pathology practitioner shall not -
: ! 1 o

(a) provide free services or payments as .
ihcencivqs to a practitioner to order testsy

(®) make paymem:s to a practitioner for illusory
services; :

(c) make payment beyond normal. commercial rates.
for services providéd to the pathology -
practitioner by a practitioner.

A pathology practitioner shall not advertise or
detail to $timulate the ordéring of pathology
tésts except in a manner.or to an extent in or to
which advertising or detailing may legally be dofe
by a medical practitioner under the. legislation
controlling the practice of medicine in the State
or Territory in which the pathnlogy ptactlt'onar
carries on practice.

The pathology practitioner to whom pathology tests
on private patients (incinding subsequent

referrals) are referred and who performs the tests.

shall bill the patient or relevant insurer
according to the principle that fees for pathology
tests are payable by the patient or ipsurer
directly to the pathology practitioner and the
patient is aot to be billed by the practitioner
who makes the request for the tests.
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Signature of Applicant . . . 4 v o 0 4w e s e e e 0 0.

Date OFf SIgRRTUTE & & o v o « o o o o o v s 6 o o s o

[ N -

Acceptance

This undertaking is accepted on behalf of the

Commonwealth of Australia.

L£iX s o o 0 s o5 o o s o o .* as the date on

which this undertaking has come into force.

- Date.of Acceptance . o ¢ v ¢ o o s .

* If no.daté is fixed the undertaking comes into force on

_the date of tkis acceptance,
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Prnted bv C. ) Tunwupusn, Acung Commonwesith Government Prinser, Cancerra

Delegate of the, Minister for Health



ot PEER” REVIEW

Posi't:ion ‘Doeurr.xent for the RCPA

Prepaied by Prifessor E.S.Finckh ‘and Df R.A.Osborn

31st August 1984

1.0 prearibie ’
1.1 Peer review is now looked upon by Governments and by the
redical profession as a means of ensuring that
) adequate standards of medical practice are achijeved. and
v maintained without coercion from outside the profession.
APPENDTIX 6
1.2 Decisions as to stantiards are to be Teft to those within
" the professxon as bemg the most appropriate to decide
which act1v1t1es are to be Judged and the levels of
performance to :be reached

. RCPA position on peer review .

1.3 Although performance may be Judged by abso]ute standards
it is clear ‘that consxderatwn of questmns of cost to the
comnumty and to 1nd1v1dua'|s shou'ld also be. taken into
account.

1.4 In addition to the assessment of what is bemg ach1eved in
terms of prachce (for examp'le whether procedures are
Hnecessary or not, or, whether they are adequate'l y prepared or
not) it would appear necessary to. rev1ew how results are being
acmeved (for examp‘le by unethical or overcast'ly means)
The: att;1tude§ to these matters may differ with different
sections .,uf the profession.. ‘

1.5 Although it 1s commonly held that "Peer Review" as it
applies to doctors implies. review of each *specialty
internally, it is the view of the R.C.P.A. that this can
only apply to certain aspects of medical practice, and'

iso
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2.0

~ and therefore not every laboratory has par:
wﬂl be necessary to make part1c1patwn in quah

that in other aspects it is desirable.that doctors of
. other specialties should he involved in.assessment. It
appears desirable. that Fellows of the College {but not
necessarily: the.College itsjé"l'f)shqﬂd_:be dnvolved in
medical audit of, the activities of surgeons, physicians
. and others in different specialtiesv.‘

1.6 The subject “Pee,r' Review" as it app)igs to Pathologists
should therefore be consjdered under three headings, Peer
Review. of Patholagists by Pathologists, Peer Review of

. Pathologists by: Non-Pathologists and: Peer Review of Non-
-, Pathologists by Pathologists. . .. oo

¥ . e o g A, .

Peer Review of '?atho'logists by Pat
S o) R P

5

'gisi:s

s a result of the ef'forts of the R. c AL nathology tias: been a
Teader in the ‘field of peer rev1e " if taken in 1ts strictest
sense of review by menibers of the specxalty “ftself.,' Al the
prograrrmes discussed in 2:1 dre undertaken n a vol untary basis
pated in them, It
assurance
progranmes (Q.A.P.) mandatory for laooratory acc d1tatwn.

i

2.1 Assessment of quahty assurance has. been made regulairly by
‘the Coﬂege ltsel‘ vnth respect tojan bspecwa1t1es
(chemcal paf:hology, mmunology. mlcrobm‘logy, haemato'logy,
serology and anatomical ‘pathology). Th!s has beén undertaken
by the Co]lege itself. Specwmen “ sent to '
part1c1pat1ng laboratorles at regular 1nterva'ls (second
week‘ly, monthly or in some cases sevéral tires per
year),  Assessment of performance relative to- other
laboratomes is returned rapidly. A1l results are
conhdenha’l and thé names and resu’lts of other
laboratorles ‘are not revealed.
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' In addition, many laboratories pasticipate- im.external
T quath assurance programmes provided by commercial or
SV bther orgamsations (such as’ Burroughs Wellcome). Such

e l‘parl:fr.ip:'a(:ion is encouraged t;y the éoﬁege.

2,2: The R.C.P.A. has also recognised that standards ‘should. be

' set “and achieved 1n 1aboratory équipment' and' procedures
“that wauld fiot be dssessed by the above quahty assurance
_programme. ! L :

R Negot,i' i‘é',n's with: the: Hational. !\ssoci'acion, of Testing
,Au.t.non'l;,lles',, Au_s(tra,l’.i‘a,.' hasrésu]t‘ed‘ in the estabVishment
df a joint system: for the voluntary registrah'on of
medical laboratqries (N.A,T.A./R.C.P.A. registration).
This is now: bei%ively set in train and a number of
laboratories an laboratory: groups have now applied for
asséss‘rnent and registration. Assessment for such
'»re_qistration covers' staffing, accommodatmn, equipment,
test procedures. reporting of results and records keeping
systenms.. R R

:Z;é It mist benapnreaiatedvtha_t‘thé‘ quality assurance

‘programme:.can .do “normore-than test basic «coipetence in
common area‘s' «6f 1aboratory diagnosjs and canrot hope to
assess competence in the almost infinite variety of

testing situations. .‘ o

153



3.0

4.0

Peer-Review: oﬁ -Pathologists, by Non-Patholo rists-, .

3 1 The Co'l'lege has supported the concept hosplta'l laboratories
being assessed by surVeyors from. the Aus trahan Council on
Hospital Standards and encourages comphance with any -corrective:
reconmendatwns vhich are made. The. surveying teams. usually
consist of hospital admmistrators {both medical and non-medical),
senwr member; of phe nursmg“_pmfesston an,d clinicians.

3.2 In addition and more importantly, patholégists are constantly
subjected to cmtlca‘l appraisal by theu‘ clinical colleagues.
Test results and: dlagnos‘tic reports on-tissues'must be reliable

' and' accurate in order to ass1st with the 'tota'l management of
patients.. -

Peer Review of Non-Patholog‘ists by Pathologists =

This fal‘ls uder two lieadings:’

oty

4:1 The practwe of :pathology--by-non Patho'lomsts and

4.2 other forms of medical practice.

4.1 It is. the cause-of :concern to. the R.C.P:A. that much of the
pathology being undertaken.at-present in Australia is not
done in: laboratories subjected to -Peer Review.

a. The qda]ity assessment programmes described in 2.1 are
undertaken on a voluntary basi$ and are therefore
mostly undertakén by the larger and better laboratories.
Many laboratories and especially those hot headed by
qualified Pathologists rarely participate in quality
assurance programmes.

b. The vast majority of registered “pathology providers"
are not trained Pathologists and are outside the
influence of the R.C.P.A.
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4,2 Peer ;Review of Non-Pathologists. by:Pathologists

BN - As stated in 155 Patho]oguts should' be ipvolved in

, Irff-‘» medical Apdits with hospitals;. clinics and where possible
;.dn.»pmgl;jqe; outside: hospitals. . Thus: theyshould play a.
part in assessing such: matters -as the-appropriateness of
+i. .medical-op:.surgical p(ocedures, wcontrol «f -infection, the
, -effectiveness of chemotherapy or.radiothepapy, the
management. of haemostatic.problems including the use of
O ,',7blood and. blood products. ;This 1ist-is not intended to be
<. .gomprehensive and: examples;.can ber found in ali disciplines
.of pathology. oo

. T O SRR

5.0  [Educational Aspects. .., .+

The objectives of peer review should be to improve. and maintain
«standards ,0f, médical practice;and not merely to criticise’ The

detection .of deficiencies s, therefore .only part .of the

objective,, the qorngction ‘of deficiencies: being -of .greater

. dnfluepce. . . .+ et Ttk

L . _'7.‘ e . e -
-5,1" The present quality..assurance ‘programmes’ ofi:the R.C.P.A,
are already intended to-be educational and'corrective as

well as assessive,

5.2 A problem o‘f‘education prograimmes is that since they are
" not compiisory they "preach to. the converted". It will
therefore be né‘céssi,ary to introducé some degree of
*coerciom: into future programmes,. probably as part of the
accreditation scheme,
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6.0

1.

2,

3.

. Action required

Although it has been hoged over ithe past 6-10 years that
the measures already being undertaken, supported, or urged

. by the College, wouid result fn .2 wid‘esbrea’durﬂsing of

standards -of practice in pathoi’ogy;, it -now' seems clear to.

- the College that the ‘only way to. ensure. ‘such- results would
. pe‘by ‘the compilsory accreditation of ”'Ia'bo‘ra‘tories.

It is therefore urged that accreditation on a State basis,
but to. uniform: Standards Taid down .Federally become:
mandatory. '

The N.A.T.A./R.C.P.A. accreditation programme already:
pravides a ‘basfs by-which Jaboratory procedires. could be -
assessed..
The 'NAT.AL/R.C.P, A, programme: §s. also: designed: to be
used as part-of the Australian Councit. of Hospital
Standards, accreditation. It -could also-quite
appropriately be used as a basis for State aceredidation,
thereby aliowing those already assessed. in this way to. be:
d further 1t - - e
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NATA submission -

157



C SUBMISSION: TQ . e

JOINT PARLIAMENTARY COMMITTEE OF PUBLIC ACCOUNTS

INQUIRY: INTD MEDICAL F RAUB AND OVERSERVICING.

FROM

NATIONAL ASSOCIATION OF TESTING AUTHleTlES, AUSTRALIA

20 July 1984.

“Conimonweslth Government _and:"

(b) to ‘asigss’ labaratones for comphance-w

For-a nuimber ‘of years- theré hds beeri ‘concern-éipréssed by members. of parlioment;
‘by qovernmeni officials and: by 'professional groups: sregarding the provision. of
pathology services -in: Australia” ‘particularly- from the points ‘of wiew: of technical

| compstence, and hence validlty of. the. test da!a, and nmount of overservlcing and’
‘hence overall ‘cost of the' scrvices. ter

9 . ’
There have been -a numher of uuggemom -that, accreditatnon‘ of laboratorles
providing such servlces would overcome both thew majnr concerns.

We submit that whi(e the two matters «are both:very Jmportant, they are quite
separate.. The:International Standsrds Organisation. defines.laboratory accreditation
as:a formal recagnition that a testing laboratory s competent to.carcy out specific
tests or specific. types of tests, Acéreditation is therefore concerned with
mssessment of technical. competence and the ability of a. laboratory to generate
reliable data..

The National Association of Testing Authorities, Australia (NATA) - operates a
comprehemww natlonal laboratury accreditation syitém on behalf of the Federal
Government® with the: colldboration ‘of- gach State Government.. It is -prifmarily
coricerned: with testiny, measurement and-calibration.sctivitiés:but 3lso Js.concerned
with resesich to- the' extent. that researgh activlties require testing, measurement
ahd'-Galibration:-services. Accredltatmn« is-affered in all fislds of science and

,technolcgy and in all parts of Australia; -

This* oubmimon ‘puts: forward proposals aifmed at mobting the. needs: of ithe
‘State Governments for accreditation of all

-pathology lnboratones at a level echnjcal competence ‘appropriate to community
expectatlons ln terms of: both professmnal standards and cost;effectiveness, '~

‘NATA was estnbllshed by a decil[on df‘ th ‘Federal ‘Cabinet in 1946 to operate
Australia's\labioratory accreditation system. Its; prlmary fﬂnctwm ares

) (a) to defme s:sndards for good laborstory pracm:e‘

h‘those atandards;
(e) to encourage all- Isboratorles to achleve thuse standards.
This recognition.of competence or sccredltatlon follows a process of evaluation by

expert. assessors who. examine. a labpratory. foi compliance’ with prédefined. ériteria.
which address alI elements of laboratory cper ns, namely‘

staff -+ v+ . oo
equipment ¢

* ‘aceoninodation- andffacmtnes
quallty assurance':
laboratory practlces

dnddiccréditation is grantéd only whér full edmpliance-is demonstrated.

MATA defines In general téraisBosic: criterig*applicable to-all fiélds -of testing and
has snore specific statements for each field of testing. The specific criteria for
pathology laboratories are detailed in "™edical Testing - Requirements for
Registration" published in February 1984 which is attached to this submission,
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Specific criteria are. developed in collaboration. with.. labaratories,, and. those
concerned. with- their work and in this way NATA is able tg provide en-dccreditation
to meet the specific needs of all users.of labaratory. services,, o .

. 1 - . L
Australia has given strong support td the concept of laboratory accreditation, Thére
were 1387 NATA accredited laboratories at 30 June 1984, Thelr distribution
between public-sector and.the.private sector is as follows:

Commonwealth Government i
State and.l.ocal Governments ' 150.
Universities/Tertiary Institutions - 32
Private Sector . 1094
1387 .
PROCEDURES

The Association's work in each. field' of:testing is directed by.a Registration.Advisory
Committee. These Committees cansist.of eminent acientists, each a specialist in
his field. Their prime functions are establishment of criteria. for accreditation of
labaratories, assessment of applicant laboratories and surveillence -of the standard

of operation of registered or accredited laboratories.

The backbone-of NATA is its panel of assessors. At present there are’ nine huhdréd
and thirty eight: assessors. who: work on a voluntary basis. ‘Membership. of this.panel

s drawn from Commonwealth.and. State Government' departments, private industry .
and tertlary education-institutions. The Assoclation endeavours. to limit-the use of a°

particular assessor to three days. each year, although interstate assessments
accasionally require. longer periods. Each assessor is, before he visits a laboratory,
provided with Information submitted by the laboratory management, or otherwise
available. to NATA. This Is. supplemented. by a detajled. briefing by one of the
Association's aclentific officers, Assessors are: supported by NATA staff officers:
whenever they visit laboratories, i )

The NATA scheme: of periodic. technical and quality audit of testing laboratories by
independent, objective assessors has.proved-to be 8 most effective approach to the
upgrading and. maintenance of high standards of laboratory management and
operation. . . .

ACCREDITATION OF PATHOLOGY SERVICES.

A document "A Propasal for a Scheme to Accredit Pathology Services in Australig"
was: published by The Hospitals and Health Services Commission in 1974. This was.
foliowed by the establishment of The National Pathology Accreditation Advisory
Council. which has produced a number of draft stendards and' check lists which are
intended to form the basis. of accreditation programs. to be itmplemented by the
State Governments. .-

While some States have enacted' the necessary legislation, no accreditation systein.

has yet been. established. - a fact which has disappointed a number of organisations
and individuals concerned. with-the quality-of. pathology services. .
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In-Ockdbef 1982’ The Royal College of Pathdlagists of Australasia (RCIPA) invited
NATA to join it In establistiing a voluntary. prograrm for accreditation of pathology
laboratories, Since that time NATA has' develbpédita‘crltgrg'a and procedures and is
now accepting npelii;atldf\'c\for accreditgtion from gta‘tholug){'laboratones‘.

NATA's. expeftiie-is:in the adminigtration of an accreditation-system. The technical
expertise-is pravided by the.voluntary contributions of individuals nominated by the
RCPA, the Australisn Society ‘for Microbiolagy, ’Austrbliq{\_‘AssqczaEmn of Clinical
Biochemists and. the -Australiari Insgitute of Medh_:él,Laburatpry Scientists.

Our di i to date indicate that the NATA:'/RCPA‘v"riEogram .wiIl have wide
acceptance from all classifications of laboratories throughout: Austratia,

The Ministers for Health in all States have been provided with details of the
program and: have: exgressed’ support -for our ‘lﬁiﬂativ{e. We. are confident. th_at our
criteria and practices will be acceptable to the preserit pathology accreditation
isgisiation in both New South Wales and Victoria. This. wpuld obviausly eliminate
any duplicationof effort-and costs, L ‘ ‘

NATA ‘has ‘an-international reputstion for its:pioneering wark in- \':his area and has.a
numbér of mutual recognition ‘agreements with similar bodies overseas. of
particular interest is its relationship. with the Testing Labaratory Regnstration
Counéil of New Zéaland (TELARC), "This body was modelled on NATA and. close
links: exist between-the two bodies. .. .

fn' New Zealand, -the: asgessment dnd registration of medical laborataries has been
delegated by the Health Départment 'to TELARC.

The Report of‘ tho.; Committee of inquiry intp‘cémmxjﬁwe'altt} L‘aburatn‘ries. under
Professor | G: Ross published in November 1983, covered in some d_e;pll, the
accreditation of pathology services. The Comiittee's recommendations relevant to
this submission: arez : . :

Rec G464 The ‘Commonwealth ideritify The National Assaciation of

; Testing Authorities as: the authority. which. it will recognise
for- the accreditation of service laboratories in fields other

‘than -the» préduction of pharm ical  and ‘blol 1

- .products for therapéutic-use, = - o

Aii -other accreditation. ‘systems. operated: independently by

G4s 8 N lently
ReeG Commonwealth agencies to- be: transferred to- The National
. ‘Association of Testing‘Authuri;ies. .
Ree G47 (i) All Commonwealth laboratdries: whose principal. funétion is to:

' pravide  testing- services, whether “to' govermnent ra.gencie;
(including its own'.departments) or to uutside»bodles,’bg
reduired to- sécure and’ maintain accreditation by the
National Association of Testing: Authorities.
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Rec.G47 (if) Repearch. laboratories. and,-also :service leboratories ‘whose
L . X . sple functi 0 provide testing services to particular
, - tesearch-labdratorigs,, dnd service daboratorjes: with, functions
- -gther- than, tésting -(eg, design).-be -exemipt. fram -the..above:

- Recommendation G4¥(i), but-that - -

1 1y . N . . AR to
(iif) The:laboratoriés, especially the,service laborataries, referred
to. in(ii) above, .examine. and report to their managements-on
the advantages .of securing sccreditation. by sthe- National
Association of Testing Authorities as a form of proficiency
-audite « vy [T oot
N otk oo T P e e,
Rec G48 (i) .. . The. .Commonwealth require . that  non-Commonwealth
laboratories. to whjch it contracts the delivery.of scientific
services be, accredited by the. National -Association of Testing:
4 Authorities,. - O L S

R o . .o D '

(it) This requirement not apply to labaratories:from. which-the
Commonwealth ‘commissions work; particularly

. - . investigations, not-encompagsed by the ‘Natijorial AssGciation .
of Testing Authorities-system, -. . e e,

Rec G49 R Whereas. . .Recomimendation. . G4B() . covers:  patholagy.’
laboratories, and whereas the. National. Association of Testing'
Authorities is committed to institute, a scheme of
accreditation: based on draft -standards. published. by the
- National Pathology Aé;cregi:gtiqnx(:\dvisqu Coungilz ..

the requirement of R dation G48(1) be applied:in such

a way as to include private-séctor patholagy laboratories. far *

whose services the Cammoriwealth meets the- greater part of

costs, through-the, Health Insurance-Commission. « - N
Clearly, the Ross Committee was, of the' opinion,. that NATA, provided: a. most
efficient, cost-effective mechanism for accreditation of laboratories.in all fields.of
testing.

FINANCIAL ARRANGEMENTS o

" P . ' Jr
A full statement of NATA's. accounts is. provided in. the -attached' annual report,
NATA recsives approximately fifty percent of its.income ‘as-a direct grant from the
Commonwealth, Commonwealth laboratories are exempt from.payment of fees but

all others pay subscriptions which pravide -approximately thirty=five percént of total. .

income. Qther sources.pravide fifteen percent of‘income., -
P

The sccounts do not show, however, the substantial cohtribution by way. of voluntary
service provided to the Association by its. 'S :and- ittee members, It is
estimated that if NATA had Yo.pay for these -services, an additional $600 000 per
year would be required, The Ross Report notes that this. feature of NATA's
operation is one that should be "husbanded'. Indeed. it js the principal reason why
NATA's operating costs/laboratory are at least. thirty.percent below any equivalent.
body in'any other.country.
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NATA's fees depend.on-the size and-complexity of the labaratory under assessment..

here is an 3 lieatioﬁ fee of $800 and an annual charge which currently ranges
:r:r:\eszilﬂaup fg,saouu. We expect that major hospital laboratories will be required
to- pay approximately $2500-per year .and smaller service laboratories approximately

$1000 per year.

CONCLUS[ON

NATA believes that. the éuéstions of technical competerce ang overservicing, shrguld
be recognised as two separate problems and that accreditation for techmcal‘
competence will not achieve the Government's gaal of contalning, costs due to

overservicing. -

Accreditation: for technical competencé will, however; ensure that test data‘
generated: in laboratories will be valid and useful. Unreliable data are, in the best
case, a tatal waste of- money. and, are in the warst case, dangerous,

NATA provides the Goveinment with aready made, highly reputable, efficient and

cost. effective mechanism for impl ing a sy for the techy ical accreditation
of laboratorles providing pathology services. It.is a system in which Commonwealth.
and State' Governments,- laboratories and professional bodies have representation

without the high overheads necessarily associated with similar services provided
directly by-government,

We command the National Association of Testing Authorities'to your attention,

NATA Documents

The following documerits are;enclosed for additional information :

1983 Annual-Report

1983 .Directory ) . X
Medical Testing.- Requirements for Registration

Rules 3
NATA - It's.Role and Operation..
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