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Australia introduced an incentive payment scheme for general practitioners (GPs) to ensure systematic
and high quality care in chronic disease management. There is little empirical evidence and ambiguous
theoretical guidance on which effects to expect on the quality of care and treatment intensity. This
presentation evaluates the impact of the payment incentive on the activity levels of GPs in managing
diabetes. The empirical analysis is conducted with a unique data set which allows us to control for
practice-specific unobserved heterogeneity and the simultaneous self-selection process of practices into
treatment and larger practices. Multivariate probit models are applied to identify the causal link of the
treatment on the probability to perform an HbAlc or a lipids profile test. The study finds that the payment
incentive does have mild effects on the average treatment intensity, but this is mainly explained by self-
selection into treatment by larger practices.
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