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Introduction

The Consumers’ Health Forum (CHF) is the national peak consumer organisation that represents consumers on health care issues. It provides a balance to the views of governments, service providers, insurers and other health professionals. Over the last twelve years CHF has been active in contributing to consumer oriented policy in many areas, including health financing, chronic pain management, mental health, rational prescribing of medicines and consumer rights.

CHF is pleased to provide this submission regarding the Health Legislation Amendment (Gap Cover Schemes) Bill 2000. The Forum has a broad membership base and recognises that a great many Australian health consumers value the availability of affordable, comprehensive private health insurance (PHI).

It is well documented that, under current arrangements, the ‘gap’ is regarded as a significant problem by consumers considering purchasing or using PHI. As well as the actual amount of the ‘gap’, consumers are concerned about:

· uncertainty regarding the final amount payable;

· the number of bills payable and delays in receiving some bills; and

· the fact that often consumers are not made aware of the identity or charges of some members of the treating team until they receive bills from these practitioners.

These factors combine to limit the ability of consumers to plan their health care expenditure and make informed choices about their use of health services within the private and public systems.

Overall, therefore, CHF supports the Gap Cover Schemes Bill on the basis that it will provide greater certainty to consumers in making their health care choices.

CHF also welcomes the requirement that the Minister be satisfied, prior to approving ‘no gap’ and ‘known gap’ schemes, that they will not have an inflationary impact. It is unfortunate, however, that the basis on which inflation will be measured has not been identified and that there is no requirement to review schemes to ensure this condition is being met. CHF would support an amendment requiring annual or biannual review of ‘no gap’ and ‘known gap’ schemes.

Given the short timeframe for submissions, CHF has chosen to focus its detailed comments on the definitions and requirements for ‘known gaps’ and ‘informed financial consent’. In addition, CHF has included brief comments on the need for additional consumer safeguards.

‘Known gap’ policies

The aim of ‘known gap’ policies should be to improve the value of PHI by giving consumers:

· the ability to plan for the potential financial impact of their health care choices; and

· when they require treatment, the ability to choose from a range of treatment options on the basis of full information.

The ‘known gap’ policies described by the Bill and Regulations appear to have two critical elements which address these consumer needs. The first is a limitation on a consumer’s liability that is implied by the definition of ‘known gap policy’. The second is the requirement for schemes to include ‘informed financial consent’ in order to be approved under the regulations.

Limiting the consumer’s liability

The Explanatory Memorandum states that ‘known gap’ policies will give contributors ‘certainty as to the maximum amount they will be liable for in relation to professional services’. In CHF’s view, the current definition does not adequately fulfil this requirement.

The definition in the Bill states that a ‘known gap policy’ will cover ‘all but a specified amount or percentage of the full cost of particular hospital treatment and associated special attention for the person or persons insured’. CHF considers that this definition lacks sufficient transparency for consumers. Describing the consumer’s contribution in terms of a ‘percentage of the full cost’ will be meaningless to most consumers and is, in any case, too open-ended. As most consumers have very little idea of the cost of medical treatments, and the cost of treatment varies so much among procedures and practitioners, the practical limit on the gap payment would be very difficult to identify.

Furthermore, it is not clear from the use of the term ‘particular hospital treatment’ whether the specified amount or percentage would differ according to the treatment. Given the large number of possible treatments, the variation in charges, and the fact that the consumer will not know which treatments (if any) they will require, schemes meeting this definition may still do little to increase consumers’ certainty with respect to their potential liabilities or to reduce the complexity of PHI products.

CHF considers that the definition of ‘known gap policy’ needs re-drafting to ensure that the potential financial liabilities of both the consumer and the fund will be clearer to the consumer, and that funds cannot use the ‘known gap’ label to imply a reduction in the consumer’s liability where that does not occur.

Alternatively, if the intent is to allow funds to use the ‘known gap’ label to describe policies which do not provide certainty in regard to potential liability, even for treatments, hospitals and practitioners which are covered under agreements with the fund, this should be made clear.


‘Informed financial consent’

Unlike the limitation of liability discussed above, which is a broad requirement, the need for ‘informed financial consent’ is raised in relation to each particular treatment. Consumers insured under a ‘known gap’ policy should receive written information detailing the full cost of any treatment prior to receiving that treatment, and this should be provided in such a way as to offer a realistic option of choosing alternative treatment if the cost is considered unacceptable.

Under the Regulations, the requirement for ‘informed financial consent’ in a ‘known gap’ scheme is given effect through section 37C(4)(c), which states:

that the scheme [should require] the medical practitioner to inform a person or persons insured under a known gap policy of any amount that the person or persons can reasonably be expected to pay to the medical practitioner in respect of the professional attention;


(i)
if possible, before providing professional attention; or


(ii)
otherwise, as soon as practicable after providing professional attention.

In CHF’s view, this requirement is insufficient to enforce fully ‘informed financial consent’, as there is no requirement:

· for the fund to make available to the consumer for comparative purposes either: the average amount of the ‘gap’ for a particular treatment; or the amount of the ‘gap’ charged by a range of practitioners who have agreements with the fund;

· for the medical practitioner to provide information in writing;

· for the principal practitioner (who is probably the only one the consumer will have significant contact with) to inform the consumer of the fees of other practitioners involved in the treatment; or

· for the medical practitioner to explain the circumstances under which the actual fee may differ from the ‘quote’.

As noted in the Australian Competition and Consumer Commission report to the Senate on PHI  in April 2000 (pp. 176-177), it is often very awkward for consumers to be negotiating on costs with practitioners when they are in pain and the practitioner is the one who can treat that pain. Furthermore, the consumer is unlikely to seek out a second practitioner if they are don’t know how the quoted ‘gap’ relates the average or range of ‘gap’ payments for the treatment they are seeking. It is therefore crucial that consumers can access comparative cost information through the health fund. Where possible, this information should be provided in writing.

Of course, funds may not be able to provide precise details of the ‘gap’ for a particular treatment performed by a particular practitioner at a particular hospital. Indeed, the costs of even this treatment may vary according to the other practitioners who assist in the procedure. However, funds should be able to provide consumers with rough estimates for comparative purposes prior to the consumer consulting a particular specialist. It would then be up to the specialist to give a more precise estimate for the purposes of ‘informed financial consent’.

For the protection of both consumers and practitioners, CHF considers that, once a consumer has chosen to approach a practitioner, the practitioner should be required to provide a written estimate of the amount payable which, if accepted, should then be signed by the consumer. This ‘quote’ should:

· give the names of all practitioners who will be involved in the providing the treatment and their individual charges;

· make clear the circumstances under which the actual amount payable may differ from the estimate; and

· where possible, provide an estimate of possible additional charges in the above circumstances.

Although it does not meet all of the above criteria, the Estimate of Fees form produced by the AMA provides a good model for practitioners.

Obviously, there will be some emergency situations where it is not possible to inform the consumer of the financial implications prior to treatment. However, this would be quite unusual in the private health sector (as most emergency patients are treated as public patients) and should not be used to avoid the requirement for informed financial consent.

CHF would strongly support a change in the regulations to strengthen the requirement for ‘informed financial consent’, taking into account the above comments.

Need for additional consumer safeguards

Clear and accurate product information

Consumers must be provided with clear and accurate information on the operation of ‘no gap’ and ‘known gap’ policies. In particular, it must be made clear to consumers that, under either scheme, a consumer may still face an unknown gap if he or she receives treatment from a practitioner who is not a party to the scheme.

Simplified billing

One of the most common complaints from consumers regarding PHI is the receipt of multiple uncoordinated bills.  In CHF’s view, therefore, ‘known gap’ products should provide for simplified billing arrangements wherever possible. It is not clear why the wording of the regulations provides for simplified billing ‘where appropriate’ instead of ‘where possible’. This wording should be strengthened to ensure that the criteria cannot be abused.
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