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Health Legislation Amendment    (Gap Cover Schemes) Bill 2000

Introduction

Catholic Health Australia welcomes the opportunity to provide the Senate Community Affairs Legislation Committee with a submission addressing the issues for which the Selection of Bills Committee referred the legislation from the perspective of the Catholic sector. The Terms of Reference are at Appendix 1.

The Catholic Sector

The Catholic sector is prominent in the provision of health care services in Australia. There are 131 owners/sponsors of Catholic health, aged and community care services in Australia. It provides a comprehensive range of services that focus on integrating care needs across the entire continuum of care. 

Within the health sector there are 22 public hospitals, including 7 teaching hospitals and 37 private hospitals. Total bed capacity is 8,500 at a ratio of 5% public and 9% private to the total Australian bed capacity. Given the teaching status of many of the hospitals within this sector this is a significant contribution to the available bed capacity and training facilities for medical, nursing and allied health staff. In addition to this, a number of hospitals have recently been developed as a result of successful tender bids and others that are involved in tendering for health services, so that the coverage will widen further in the forthcoming years.

In the private sector, religious, charitable and community hospitals accounted for 50.2% of separations and 50.6% of patient days in 1996-97. The Catholic sector comprises half of this not for profit sector. There is an average occupancy rate of 70%, which compares favourably with other providers. 

Core Values

Health care is central to everyone’s lives regardless of who we are. It is central to us socially, economically, ethically and personally. It impacts directly on human dignity and to the quality of our community life. It is integral to the Mission of the Catholic Church since the healing ministry of Jesus was crucial to his purpose and message. 

Whatever the source of funds or the existence of operational boundaries, there remain core values driving the provision of health care services in the Catholic sector. These core values form the principles and standards upon which action is based and decisions taken in the delivery of health services. 

A basic principle underpinning health care delivery is the protection and promotion of the dignity of the person. This obliges individuals to take personal responsibility for their own well being. It also obliges the community to accept shared responsibility to ensure the well being of all its members. This means that people are both accountable for nurturing their own health as well as that of others. This shared responsibility for all members of the community necessarily require a mutual distribution of available resources. Access to essential health care is a right, which should be universally maintained. Maintaining that universality and accessibility to appropriate health care must remain a prime objective of government and a shared commitment of the Australian community. 

Health is a social good and cannot be considered merely a commodity to be exchanged for profit or access to it dependent upon a person’s capacity to pay. The individual as a member of the wider community has a responsibility to act with others collectively to promote the common good and consequently to maximise access to essential health for all. 

This shared responsibility for care of the sick, the vulnerable and the dying requires access to essential services to be based on entitlement rather than a welfare scheme. Furthermore, central to Catholic social teaching there is a preferential option for treating the poor, disadvantaged and the vulnerable in society. For Australia’s health system, this means taking measures to alleviate inappropriate access to essential care, particularly for the less well off, the economically marginalised and those disadvantaged due to disability.

This is what motivates the Catholic sector to play a central role in alleviating economic disparity and threats to wellbeing posed by illness or disability. 

The Australian health care system is continuing to develop within an environment of fiscal constraint. While it is acknowledged that resources are not unlimited it is essential that those resources are managed wisely and in such a way so as to protect human life and enhance human dignity. This stewardship of resources needs to be undertaken whereby human dignity is promoted and the interests of the common good are advanced. 

Catholic health is conducted under a not-for-profit ethos. This is consistent with the notion that health being a social good, not a commodity to maximise profits and return on investment. As such, the contribution of Catholic health services is akin to the development of community benefits rather than private enterprise assets. The relationship with public sector assets and governments is best understood as being one of partnership.
Specific Comments on the Legislation

Principle of Medical Gap Cover

CHA supports in principle, the concept of no or known gaps for consumers of health services attending public and private hospitals. This is because one of the major barriers to increasing private health insurance is that of gap payments. Consumers continue to face unpredictable, out-of-pocket expenses, which can be large and open-ended, when they utilise their insurance. Apart from the issue of price, there is anecdotal evidence that the payment of out of pocket expenses, known as gaps, is one of the major factors influencing people’s desire to not take out insurance or to drop out of insurance schemes. 

It is recognised that the requirement to pay additional costs, particularly when these costs are unexpected, represents a major deterrent to people taking out private health insurance and is a cause of dissatisfaction when they are required to draw on that insurance. This is of particular concern to our hospitals. Although the majority of hospital fees are now covered, the general public does not make the distinction between hospital and medical gaps. They tend to consider their episode in its totality, and associate the medical gap with the hospital stay.

Hospital Rebates from Health Insurers 

This is also a function of the identification of hospitals with their accredited medical specialists and the total ‘product’ they seek to project to the consumer. As a consequence, consumers often associate hospitals with issues that rightly belong exclusively with the medical specialists concerned.

CHA is concerned with the level of rebates that are paid by health funds to hospitals. Over the past two years, particularly, the level of increases in health fund rebates paid to hospitals has been negligible in comparison to the cost increases that have been incurred by those hospitals. In some cases there has been either no or an actual decrease in health fund rebates. 

Over the same period, there have been significant increases in health fund contribution income, both through an increase in the number of members and general membership fee increases. The recent MBF tendering process that was put in place in Queensland is an example of this. Their stated aim was to reduce the private bed coverage by 30% and reduce payments to hospitals by 1% per hospital episode.

This was further highlighted in the 1998/99 Annual report on the operations of the Registered Health Benefits Organisations. Contribution income for health funds for the year ending June 1999 increased by $214M or 4.5% to $4927M. This has resulted in an increase in contribution income over the past two years of $522M or 12%. Over the same period, benefits paid to hospitals increased by only $39M or 1.3% to $3065. This compares with figures provided by the recently released Productivity Commission Report on Private Hospitals in Australia which has shown amongst other matters, that recurrent expenditure per patient day for private hospitals, increased by 7.7% and 4.7% for the years ending June 1997 and 1998 respectively. 

The gap legislation has the potential to exacerbate this situation by directing health fund income away from the full cost of delivering hospital care to only that of specialist fees. A typical hospital episode involves nursing, pharmaceutical, theatre, and other costs. This is on top of the accommodation, food and maintenance costs. When hospitals receive rebates that fail to meet the real costs of providing care, the extent of services offered by the hospital will be curtailed. Moreover, this will lead to pressures on hospitals to introduce extra fees to cover the costs to ensure their continued viability.

The reasons outlined for review by the selection of Bills Committee has a focus on the health insurance industry, medical providers and patients. There is insufficient consideration of private hospitals and the role that they play. We believe that the full economy of private health insurance and health care needs to be considered, particularly in view of the pivotal role that Catholic hospitals play in the provision of these services. Focusing on the medical gap in isolation may be counterproductive in the long term.

CHA is concerned that the continued viability of its’ private hospitals will come under increasing pressure due to reduced margins flowing from cost increases. If health fund rebates do not provide relief from these cost increases, there will be increased pressure on patient gaps being reintroduced on hospital accounts. This clearly, will have an inflationary impact on the total costs to patients. 

Commercial Arrangements

The legislation fails to provide a contractual, or even commercial framework to establish the relationship between the health fund and the medical specialist. This will fail to deliver certainty for consumers, since there is no legally binding agreement in which consumers can be guaranteed that full gap insurance will be available. Consumers will still rely on the disposition of their specialist as to whether they can participate in a full gap covered service.

As with the availability of bulk billing, the specialist may pre-determine who is eligible for the full gap cover.

Furthermore, the absence of a contract means that the health funds cannot equitably budget for rebate payments to hospitals. The funds will not be certain what percentage of their outlays will be directed towards meeting gap coverage. This in turn will give the funds less cause for meeting the necessary increases that realistic hospital rebates demand.

Private hospitals are often unaware of the financial arrangements that exist between medical providers and their patients. It is therefore not always possible for hospital staff to provide full and accurate estimates of the total cost of the admission for its patients. The absence of a contract between the health fund and the specialist reinforces the problem since there is no capacity for enforcement or to seek liability.

The legislation will increase financial incentives for medical providers to provide a range of procedures of varying complexity outside licenced hospitals and day surgery facilities. These facilities do not have the same requirements to meet quality standards, sterilisation of equipment and back up facilities in case of complication.

CHA is therefore concerned about the standards of care for patients, as well on reducing utilisation of existing hospital facilities. The legislation will also need to ensure that adequate controls are in place to remove the likelihood of over-servicing under these arrangements.

Access, Inflation and Health Planning

While it may be too soon to demonstrate any real effects from the 30 per cent rebate on improving the attractiveness of and durability of the product, it is clear that the Government is intent on continuing to seek ways to reform the private health industry. This is occurring in the absence of any long-term policy position on what is going to be the likely shape, nature and type of services in the private sector. 

If the Government is committed to maintaining the integrity of Medicare as an entitlement for all, as well as develop the complementary role of private health services, CHA would argue that government has a broader responsibility than merely allowing the market to determine the shape of the private sector. The Government has a responsibility to ensure it maintains a clear interest in influencing the type, range and location of health services in general, not merely private services. Industry reform requires an industry plan, a restructuring process and a government assistance scheme.

The capacity of medical practitioners to admit and treat private patients in public hospitals should be restricted to cases where private hospitals are unable to provide the necessary facilities. Unrestricted access to public hospitals for treatment of private patients has the effect of redirecting activity away from he private sector and unnecessarily over utilising the scarce public facilities. Although there is some reimbursement for the treatment of these patients, the level of reimbursement is insufficient to cover the costs incurred by the public sector.

The legislation should include a 12-month review clause to ensure that health funds have achieved an uptake rate of at least 25% for their no gap products

Special consideration should be afforded to privately insured patients who hold a Government health card. The legislation, through gap payments will actually fund doctors for a practice that is currently widely accepted across the profession. To provide additional funding to doctors for these patients is clearly going to be inflationary with no additional benefits for the wider health sector. It should be a requirement of this legislation that medical providers only charge the CMBS fees for all hospital treatments for these patients. The funds required to source this additional payment will be redirected from the hospital sector, reducing the capacity of hospitals to provide for the full range of services for their patients. 

Summary of Recommendations

CHA supports in principle the concept of no or known gaps for consumers of services of private health insurance.

Access to gap insurance should be limited to episodes in licensed hospitals and day surgery facilities to ensure adequate standards are provided for all patients.

Treatment of private patients in public hospitals should be restricted.

The legislation should require that medical fees raised for private patients who hold a Government Health Card should be limited the CMBS rebates.

The full economy of private health insurance and health care needs to be considered, particularly in view of the pivotal role that Catholic hospitals play in the provision of these services. Focussing on the medical gap in isolation may be counter productive in the long term. 

The Government has a responsibility to ensure it maintains a clear interest in influencing the type, range and location of health services in general, not merely private services. Industry reform requires an industry plan, a restructuring process and a government assistance scheme.

Terms of Reference
APPENDIX 1

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

2. The effectiveness of measures proposed to cover gaps without inflation of health insurance premiums or total costs to patients;

3. The best method to measure inflation and the process for revocation of schemes which fall to meet this criteria;

4. The definition of ‘informed financial consent’ and ‘known gaps’

5. The form of disclosure of costs to patients and the enforceability of bills when there has been no disclosure;

6. The impact of the schemes on existing medical purchaser-provider agreements;

7. The effectiveness of the reporting and review provisions, and

8. The need for any additional consumer safeguards.
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