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Opening statement by Russell Schneider Chief Executive Officer Australian Health Insurance Association to Senate Community Affairs Legislation Committee 
May 15 2003
I do not believe this committee is the appropriate forum to resolve commercial disputes. However APHA has intruded some arguments into its submission, probably for commercial reasons, which I am duty bound to refute because they are misleading, mischievous and in many cases wrong.
APHA claims health funds are offering between minus10 to plus 2 percent increases in negotiations this year. However health funds report private hospitals are seeking increases ranging from CPI to 20 percent or more, and threatening to impose co payments if funds do not respond. I think the committee should see this as very much part of a negotiating environment in which ambit claims are made by both sides, and pay little heed to these protests.
In respect of the statistical claims by APHA, I must advise that the true situation is as follows:

In the two most recent years - ending December 2001 and 2002:

· Total accommodation benefits to all private hospitals increased by 7 percent (increase of $211  million)

· Total Private hospital admissions ( combining overnight and same day) increased by four percent (up 73,400 admissions)

· Overnight admissions decreased by 2.3 percent (down by 17,000)

· Total benefits for overnight admissions increased by $136 million - up by 5.3 percent(even though overall admissions were down)
· Same day admissions increased by 9 percent(up by 91,000)
· Total benefits for same day admissions increased by $75 million (up 16 %)

· Average benefits per bed day for overnight admissions increased by 6 percent (from $617 to $655 per bed day).
· Total overnight  benefits per episode increased by 8 percent (from $3482 to $3754) up by $272 per episode)

· Same day benefits per episode increased by 7 percent. (from $458 to $489)

One could go on, but I think I have made my point. Neither space nor time permit me to go through each assertion by APHA, but if the committee wishes us to provide a paper detailing every inaccurate fact or assertion we will do so.

Since 1998 - the year before the 30 percent rebate was introduced - total private hospital accommodation benefits (excluding prostheses and medical gap) increased from $2.3 billion to $3.2 billion in 2002 - a 40 percent increase over the period.. The revenue stream has not been stopped. It has not even been squeezed. Some would say it is flowing strongly.

In relation to the graph on page2, APHA has mischievously bundled benefits paid for episodes involving overnight admissions with same day stays. If these are unbundled, the true picture is that overnight benefits per episode have increased by 7.8 percent in the last year, while same days have increased by 6.7 percent. The graph I seek leave to table shows the true picture.
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The theme behind their submission seems to be that health funds must provide “cost plus” coverage for facilities regardless of their efficiency. This would not be in the interests of contributors, taxpayers or patients.
Even in the twin areas of alleged uncontrollable costs - wages and indemnity insurance - APHA overlooks the potential for well run hospitals to secure cost savings via productivity arrangements and improved patient safety. I note with some sadness that the hospitals do not argue that indemnity insurers have failed to acknowledge their presumably demonstrable safety record via lower premiums. If this were the case the hospitals would have a legitimate argument, which we would support, for legislative action to require indemnity insurers to provide such hospitals with lower premiums.
APHA’s proposals for performance indicators are similarly intended to improve the commercial position of hospitals as distinct from the welfare of contributors and patients. While that may be a legitimate commercial tactic, the Parliament should not be seduced into providing such support.

I trust the committee will treat the suggestion that funds should be required to pay 55 percent of total benefits to private hospitals and day hospitals with the contempt it deserves. The fact is the size of the pie is constantly changing depending on decisions made by this Parliament, medical technology, and evolving care patterns and pathways. The reality is since the rebate the private hospital sector has received twice as much of the additional revenue stream. I seek leave to table a graph showing the relative increases in benefits to various provider groups (see following page).
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The same applies to the suggestion that funds should “consult” with the private hospitals sector prior to lodging applications for premium increases. Apart from the obvious offence to the Trade Practices Act of such collusion, APHA would know that  individual funds and hospitals continually discuss cost pressures, etc, as part of ongoing contract negotiations. If APHA is referring to recent nursing cost pressures, health funds through AHIA last year provided the NSW Government with detailed information about the impact of the then award application on health fund cost structures which the NSW Treasury passed on to the Industrial Relations Commission.. We are not aware of APHA taking any action in regard to advising the Industrial Commission of the cost impact on them! (although they did subsequently complain to funds about its impact).
Eligibility verification

Health funds are working with private hospitals to provide 24x7 electronic eligibility checking and provided hospitals can themselves conform to the necessary technology this problem should soon be solved. However if APHA wants all health funds to provide this service, all hospitals must commit to the necessary technology also. 
In relation to sanctions, AHIA believes the Act provides more than adequate sanctions to ensure health funds behave according to the requirements of the Parliament, the Department and government. We note, however, that there are no similar sanctions imposed on private hospitals or other providers who may breach their obligations to the insured patient, Ombudsman or Minister. As pointed out in our submission, the Commonwealth has considerable potential power to deal with these matters via its power to issue hospitals with provider numbers, and this sanction should be more widely used, particularly in relation to the PHIO’s powers.
I am happy to answer any questions the committee may have on the legislation.

