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Aim of this Submission

The aim of this submission is to comment on the effectiveness of the proposed Gap Cover Schemes, through addressing the issues as follows.

All comments are based on Option 4 in the Explanatory memorandum.

For further information and inquiries in relation to this submission please contact

Mark Cormack

National Director

Australian Healthcare Association

PO Box 54

DEAKIN WEST 2600

02 6285 1488 (Phone)

02 6282 2395 (Fax)

m.cormack@aha.asn.au

The practicality of the proposed ‘gap cover schemes’ and the likely acceptance of these schemes by medical service providers.

The proposed schemes (Option 4 in the Explanatory Memorandum) are generally practical and are likely to be accepted by a significant (though not all) number of medical service providers. They are attractive to medical practitioners as they give them a choice. In an ideal world it would be preferable if it was not up to the medical practitioner to vary their fees based on their own assessment of a person’s capacity to pay. However given the history of contention over “contracts”, the proposed options are pragmatically the best that can be achieved. 

Critical to the success of the legislation will be the extent to which market forces are able to come into play and allow the consumer to choose on the basis of the level of fees charged. For this to happen a number of factors will need to come into play 

i ) Decrease in the knowledge gap between the consumer and the medical practitioner. This is addressed under the section dealing with informed consent. 

ii ) Strict policing of anti-competitive behaviour of medical practitioners. Without any requirement to adhere to a schedule of fees it is feasible that a specialty group (especially one in under-supply) can informally adopt a common pricing structure to ensure that market forces (price based) do not have a chance to work. The role of the Australian Competition and Consumer Commission (ACCC) will be critical here. The ACCC should be empowered to monitor and publicise the level of price convergence among specialty groups, particularly within a given geographic area. The presence of a pre announced price surveillance campaign would do much for the success of the program from the outset. Absence of market forces, especially in rural and regional areas will work against the initiative. Close attention to the pricing behaviour of practitioners in such areas should be a feature of the ACCC’s approach.

The effectiveness of measures proposed to cover gaps without inflation of health insurance premiums or total costs to patients; and the best method to measure inflation and the process for revocation of schemes that fail to meet this criterion:



In a more normal market situation the combined effect of the Federal Government’s incentives (No Gaps, 30% rebate, higher Medicare levy for uninsured high income earners, and Lifetime Healthcover) should be to attract a larger pool of low risk persons into insurance. In turn this larger pool should reduce the inflationary impact of the new No Gap products.  However this will be less effective if the percentage of overall insurance claims for which no medical gap is paid is only marginally increased. Finding the pricing level for the no-gaps fees schedule which encourages a critical mass of medical practitioners to use it, yet keeps the premium price down will be the key to its uptake by medical practitioners, and ultimately the attractiveness of the product to consumers. 

The proposed no gaps schemes should bring market forces into play, particularly in metropolitan areas. All other things being equal consumers will tend to select medical practitioners who choose to offer no-gaps products, especially in better-supplied areas where market forces can create sufficient impact. However individuals in rural and regional areas may be less likely to change their behaviour as a result of the legislation due to insufficient numbers of medical practitioners available for consumers to exercise any real choice. 

It is recommended that approval process of no-gaps schemes take cognisance of this factor through approving schemes fee scales which are no more than 10% higher than the MBS.  

It is recommended that due to the diminished opportunity for choice of practitioner, and lower socio-economic status of rural and regional residents that a marginally higher fee scale for no-gaps products be approved for rural and regional areas to encourage medical practitioners to offer no gaps services in the absence of a competitive environment. 

Under the present insurance arrangements, there are instances where disadvantaged clients effectively have no medical gaps due to selective bulk billing practices of medical practitioners. In such instances, other less disadvantaged patients are billed at the higher fee scale and incur gaps. The introduction of no-gap products could in fact lead to the situation where some disadvantaged patients who now pay no gaps within the current MBS schedule, would migrate to the new no-gaps arrangement (on a higher fee scale), and potentially the other patients would translate to the known gaps arrangement. The end result of this could be no net increase in the number of no gap claims, higher payments to the medical practitioner, and a net increase in inflationary pressures. 

It is recommended that approval of no-gaps schemes be conditional on the achievement of a specified minimum level of no-gaps claims as a percentage of overall claims, for example 25 percent, within a specified period of time, for example 2 years, from the date of approval of the scheme. This target benchmark percentage of claims which are no-gap, should be set on the basis of improvement on the current baseline, and be modified to the various specialty groups. Revocation of approval should occur if the fund fails to achieve the benchmark percentage of total claims for which no gaps are payable.


It is recommended that there be a formal, publicised process of monitoring of 

1. Overall medical fee levels by specialty, by geographical area comparing it to the base year and to the CPI.

2. Percentage of no-gap claims by speciality, by geographical area and by health fund compared to the base year.

It is recommended that the ACCC be authorised to systematically monitor and publish the level and trends of price convergence in known gap claims by specialty and by geographical area.


Informed consent; known gaps; the form of disclosure of costs to patients and the enforceability of bills when there has been no disclosure:


It is recommended that hospitals and medical practitioners provide a written quote for all elective admissions outlining all costs, including a statement in plain-language specifying the conditions under which the quote was given. In addition, the hospital / medical practitioner should provide an estimate of the ‘level of confidence’ associated with the quote, i.e., what is the risk of the expense falling outside of the quoted range. 

It is recommended that patients be made aware that there is a language translation / interpreter service available to ensure that persons from a non–English speaking background are not disadvantaged. 

It is recommended that once agreed to and signed by the patient that the fees and gaps quoted are binding on the provider. Risks associated with departure form the quoted fee should be declared, together with rights of appeal for the patient.


The need for any additional consumer safeguards 

As mentioned above, there is a more significant information gap between consumers and medical service providers than there is in any other service industry. Accordingly the opportunity for informed choice and therefore market forces to operate is quite restricted. Whilst it may not be feasible to fully inform patients on the intricate clinical detail of their proposed treatment it is feasible to provide an independent source of advice on prices charged for routine hospital admissions, medical fee scales and pricing practices. An independent advice line coupled with a web site could be developed to provide impartial advice to consumers on the indicative prices of admissions and treatments.

Such a service, for example, could provide for patients a list of prices charged by hospitals (de-identified) for the top 50 DRGs, and for the related medical service items. Information could include the average fee charged along with a bandwidth of fees charged by medical practitioners, by specialty groups. A similar level of information could be displayed for the level of medical gaps paid for the listed medical service items. Patients would then be free to independently assess and exercise a degree of choice of provider based on price. 

It is recommended that an independent advisory service be established to advise patients on the indicative / average price for hospital and medical service fees, together with the average level of gaps, by specialty group. 


Additional recommendation

The limited range of no medical gaps products currently on offer are restricted to private hospitals. Many people choose to seek private care in a public hospital, rather than a private hospital. Such persons should be given the same right of access to the proposed no gaps policies as those who choose to have their care in private hospitals.

It is recommended that no gap policies be available for claims relating to both public and private hospital admissions.
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