SENATE SELECT COMMITTEE ON MEDICARE

SUPPLEMENTARY INFORMATION

The Senate Select Committee on Medicare (June 2003) requested AHIA provide additional information on a range of topics discussed at hearings on Thursday 28 August 2003. The information provided is broken down into the following sub headings.

1. AIHW Separation Data – Private Hospitals Easing Public Sector Burden 


2. Procedures in Australian Hospitals

3. Private Health Insurance by Product

4. Private Health Insurance by Age Group
5. Private Health Insurance by Income
6. Accident and Emergency
7. Funding of Hospital Services by State Government
8. Alternative 30% Rebate Allocation
9. Effects on the Australian Health Financing System if PHI Rebate Removed
AUSTRALIAN HEALTH INSURANCE ASSOCIATION

3 SEPTEMBER 2003

1. AIHW Separation Data – Private Hospitals Easing Public Sector Burden 

At its appearance before the Committee AHIA was asked to update the graph “annual movement in hospital separations by State and hospital type”. The updated information is provided below. 

Throughout Australia in 2001-2002 (the latest figures available) public hospitals separations increased by 2.6% (100,702) compared with the previous year. The private hospital sector workload has increased by 6.8% (155,398).  The Australian hospital sector experienced an increase in the number of separation of 256,100 - the private hospital industry performed 61% of these new admissions. 

[image: image1.emf]Annual Movement in Separations by State and Hospital Type

Data Source: AIHW 2001-02

-4%

-2%

0%

2%

4%

6%

8%

10%

12%

14%

NSW Vic Qld WA SA Tas ACT NT Total

Public

Private

Note: NT data for Private Hospitals not available


On average the number of separations in Australian hospitals has increased by 4.4% per annum over the last 7 years: from 1994-95 to 2001-02. 

From 1997-98, prior to the introduction of Federal Government incentives for private health insurance, to 2001-02 separations have increased on average by 3.7% per annum. In 1997-98 there were 5.56 million separations; in 2001-02 there were 6.39 million - an increase of 831,424 separations. In 2001-02 the private hospital sector accounted for three out of every four new hospital separations - 76%, 633,213 out of 831,424 new separations.

The graph on the following page illustrates how the private hospital sector has carried the majority of the new workload in Australia’s hospital system.

[image: image2.emf]Change in the Number of Hospital Separations, 2001/02 cf 1997/98
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The graph below shows the actual number of separations performed in both public and private hospitals in 1997-98 (pre the 30% rebate) and in 2001-02 (latest data available). There has been a marked growth in the number of private sector admissions compared to the public sector.

[image: image3.emf]Separations by Hospital Type, 2001-02 cf 1997-98
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Since 1997-98 the private hospital sector growth in admissions has outstripped public sector growth every year.
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The graph below illustrates the compound growth in separations for both public and private hospitals. As shown the private hospital sector workload has increased dramatically – a 35% increase in output - while the public hospital sector has only had a 5% increase in workload over the same period. 

[image: image5.emf]Movement in Separations by Hospital Type - Base Year is 1997/98 
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Overnight separations are generally the more complicated procedure types and generally the most costly. Since 1997-98 the number of admissions to public hospitals for overnight stays has declined by 65,302 or three percent. Over this same period the private hospital sector increased its overnight admissions by 133,041 or +16%.

[image: image6.emf]Overnight Separations by Hospital Type 2001/02 cf 1997/98
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Same day separation rates have increased in both the public and private sector. The number of same day stays increased by 263,513 (16%) in public hospitals and by 500,172 (52%) in private hospitals. Of all new admission for same day stays the private hospital sector accounted for almost twice as many compared to the public sector.

[image: image7.emf]Same Day Separations by Hospital Type 20001/02 cf 1997/98
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In 2001-02 the number of overnight stays in public hospitals increased by 1,191. Private sector overnight separations increased by 31,322. The private sector accounted for 96% of all new overnight hospital admissions in Australia.

[image: image8.emf]Annual Change in Overnight Separations by Hospital Type
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Illustrated on the graph below by the top line, is the annual average 4% increase in hospital admissions since 1993-94. This trend was evident prior to the private insurance incentives. The bottom line shows how the public hospital system has not had to keep up with the continual increase in admissions and has in effect had the upward pressure of increased admissions from the whole community removed. The private sector now accounts for a greater share of the year to year increase in admissions.
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In 1997-98 the public hospital sector accounted for 68% of all admissions to Australian hospitals. It now accounts for 62% and is on the decline. If the public hospital sector provided the same proportions of separations as in 1997-98 for all years up until 2001-02 (ie the same share) then it would have had to provide an additional 809,396 separations. Instead these were provided in the private sector. 

As the graph below shows the longer the private health insurance incentives are in place, greater numbers of separations are moved from the public to the private sector (this is with a stable membership – not accounting for the decline that was evident prior to the incentives which would mean greater strain on the public system). In the last year alone the private sector performed 365,245 separations that the public sector would have had to perform if it maintained the same proportional share of separations pre incentives.
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2. Procedures in Australian Hospitals

The AIHW publishes information on the types of procedures that are performed in both public and private hospitals. The information is provided from a service group down to DRG classification and diagnosis. AIHW 2001-02 provides further evidence that the private hospital sector is reducing the workload for the public hospital system. 

Some examples in which the private hospital sector is performing more separations than the public hospital sector – and more than the proportion of the insured population - are shown in the table below. The table shows procedures grouped by Service Related Group (SRG) in order of those most performed in the Private hospital sector.

	Selected Separations by Service Related Group, Australia, 2001–02

	
	
	
	
	

	Service Related Group
	PUBLIC
	PRIVATE
	TOTAL
	% PRIVATE

	Diagnostic gastrointestinal endoscopy
	160,563
	343,655
	504,218
	68.2%

	Ophthalmology
	72,908
	131,897
	204,805
	64.4%

	Head and neck surgery
	9,294
	13,058
	22,352
	58.4%

	Plastic surgery
	85,098
	117,472
	202,570
	58.0%

	Pain management
	16,422
	20,599
	37,021
	55.6%

	Breast surgery
	14,986
	16,428
	31,414
	52.3%

	Interventional cardiology
	47,408
	50,792
	98,200
	51.7%

	Chemotherapy
	117,157
	121,798
	238,955
	51.0%

	Gynaecology
	167,062
	169,885
	336,947
	50.4%

	Colorectal surgery
	34,840
	35,157
	69,997
	50.2%

	Ear, nose and throat
	78,531
	78,325
	156,856
	49.9%

	Orthopaedics
	240,354
	234,801
	475,155
	49.4%

	Urology
	99,607
	93,641
	193,248
	48.5%

	Vascular surgery
	40,167
	35,365
	75,532
	46.8%

	 
	 
	 
	 
	 


Of these SRG’s the Private system is performing more than the rate of private health insurance coverage which currently stands at 43.4% of the population.

These are examples of SRG’s. The next level of reporting down from this grouping is Diagnostic Related Group (DRG). There are 650 DRG’s and there are a vast number of these in which the private hospital sector is performing more than half the population’s requirements. Also evident over time is the growing sophistication and indeed number of separations performed which are highly complex.

The table on the following page shows a selection of these procedures. It is clearly evident that the private hospital sector provides a wide range of extremely important operations for the Australian community. These are shown in order of those most performed in the private hospital sector, and is by no means an exhaustive list. They  show that the procedures in the private hospital system are by no means trivial.

	Selected AR-DRGs version 4.2, Australia, 2001-02
	
	
	
	

	
	
	
	
	

	AR-DRG
	PUBLIC
	PRIVATE
	TOTAL
	% Private

	 
	 
	 
	 
	 

	Major Procedures For Obesity
	282
	2,145
	2,427
	88.4%

	Alcohol Use Disorder and Dependence, Sameday
	760
	5,381
	6,141
	87.6%

	Major Procedures for Non-Malignant Breast Conditions
	1,866
	9,763
	11,629
	84.0%

	Obesity Procedures
	432
	2,074
	2,506
	82.8%

	Other Shoulder Procedures
	4,331
	20,398
	24,729
	82.5%

	Sleep Apnoea 
	4,867
	22,132
	26,999
	82.0%

	Other Female Reproductive System O.R. Procs Age<65 W/O Malignancy W/O CC
	3,087
	13,779
	16,866
	81.7%

	Major Corneal, Scleral and Conjunctival Procedures
	618
	2,278
	2,896
	78.7%

	Knee Procedures
	19,635
	63,557
	83,192
	76.4%

	Spinal Fusion W/O Catastrophic or Severe CC
	889
	2,769
	3,658
	75.7%

	Skin, Subcutaneous Tissue and Breast Plastic O.R. Procedures
	6,443
	20,002
	26,445
	75.6%

	Dental Extraction and Restorations
	24,128
	73,776
	97,904
	75.4%

	Bilateral or Multiple Major Joint Procs of Lower Extremity
	362
	1,068
	1,430
	74.7%

	Other Back and Neck Procedures W/O Catastrophic or Severe CC
	3,322
	9,636
	12,958
	74.4%

	Major Male Pelvic Procedures
	667
	1,860
	2,527
	73.6%

	Other Colonoscopy, Sameday
	61,965
	169,366
	231,331
	73.2%

	Other Skin Graft and/or Debridement Procedures W/O Catastrophic or Severe CC
	7,244
	19,639
	26,883
	73.1%

	Eyelid Procedures
	3,517
	9,310
	12,827
	72.6%

	Sinus, Mastoid and Complex Middle Ear Procedures
	4,907
	12,063
	16,970
	71.1%

	Major Wrist, Hand and Thumb Procedures
	975
	2,372
	3,347
	70.9%

	Other Corneal, Scleral and Conjunctival Procedures
	2,094
	5,021
	7,115
	70.6%

	Major Lens Procedures
	38,628
	89,251
	127,879
	69.8%

	Non-surgical Neck & Back Conditions W Pain Management Proc/Myelogram
	7,349
	16,331
	23,680
	69.0%

	Rhinoplasty (W or W/O Turbinectomy)
	4,109
	9,064
	13,173
	68.8%

	Cystourethroscopy W/O CC
	1,714
	3,773
	5,487
	68.8%

	Spinal Procedures W/O Catastrophic or Severe CC
	580
	1,247
	1,827
	68.3%

	Head and Neck Procedures W/O CC
	563
	1,202
	1,765
	68.1%

	Other Male Reproductive System O.R. Procedures Except for Malignancy
	325
	672
	997
	67.4%

	Mental Health Treatment, Sameday, W/O ECT
	25,226
	50,352
	75,578
	66.6%

	Other Lens Procedures
	3,860
	7,672
	11,532
	66.5%

	Other Gastroscopy for Non-Major Digestive Disease, Sameday
	51,156
	101,092
	152,248
	66.4%

	Follow Up After Completed Treatment W Endoscopy
	31,303
	61,359
	92,662
	66.2%

	Knee Replacement and Reattachment W/O Catastrophic CC
	7,280
	14,266
	21,546
	66.2%

	Mouth Procedures
	3,133
	6,064
	9,197
	65.9%

	Endoscopic or Investigative Procedure for Metabolic Disorders W/O CC
	1,403
	2,677
	4,080
	65.6%

	Other Gastroscopy for Major Digestive Disease, Sameday
	8,752
	16,610
	25,362
	65.5%

	Procs for Cerebral Palsy, Muscular Dystrophy, Neuropathy W/O Cat or Sev CC
	1,934
	3,603
	5,537
	65.1%

	Cardiac Valve Proc W Pump W Invasive Cardiac Inves Procedure
	300
	557
	857
	65.0%

	Vascular Procs Except Major Reconstruction W/O Pump W/O Catastr or Severe CC
	3,060
	5,600
	8,660
	64.7%

	Other Uterine and Adnexa Procedures for Non-Malignancy
	19,199
	35,006
	54,205
	64.6%

	Lower Limb W Skin Graft/Flap Repair W/O Ulcer/Cellulitis W/O Cat or Severe CC
	1,994
	3,594
	5,588
	64.3%

	Foot Procedures
	6,121
	10,927
	17,048
	64.1%

	Vein Ligation and Stripping
	6,571
	11,593
	18,164
	63.8%

	Malignancy, Male Reproductive System W/O Catastrophic or Severe CC
	1,741
	2,931
	4,672
	62.7%

	 
	 
	 
	 
	 

	Selected AR-DRGs version 4.2, Australia, 2001-02
	
	
	
	

	
	
	
	
	

	AR-DRG
	PUBLIC
	PRIVATE
	TOTAL
	% Private

	 
	 
	 
	 
	 

	Other Male Reproductive System O.R. Procedures for Malignancy
	271
	447
	718
	62.3%

	Transurethral Prostatectomy W/O Catastrophic or Severe CC
	6,062
	9,856
	15,918
	61.9%

	Circulatory Disorders W/O AMI W Invasive Cardiac Inves Proc W/O Complex DX/Pr
	16,165
	26,062
	42,227
	61.7%

	Urethral Procedures W/O CC
	1,166
	1,873
	3,039
	61.6%

	Dacryocrystorhinostomy
	771
	1,236
	2,007
	61.6%

	Other Major Joint Replacement and Limb Reattachment Procedures
	790
	1,259
	2,049
	61.4%

	Other Glaucoma Procedures
	1,395
	2,222
	3,617
	61.4%

	Hip Replacement W/O Catastrophic or Severe CC
	6,205
	9,662
	15,867
	60.9%

	Malignant Breast Disorders Age<70 W/O CC
	634
	984
	1,618
	60.8%

	Female Reproductive System Reconstructive Procedures
	7,087
	10,839
	17,926
	60.5%

	ESW Lithotripsy for Urinary Stones
	2,215
	3,379
	5,594
	60.4%

	Sterilisation, Male
	5,914
	8,895
	14,809
	60.1%

	Other Eye Procedures
	3,991
	5,993
	9,984
	60.0%

	Minor Bladder Procedures W/O Catastrophic or Severe CC
	1,389
	2,028
	3,417
	59.4%

	Transurethral Procedures Except Prostatectomy W/O Catastrophic or Severe CC
	8,636
	12,250
	20,886
	58.7%

	Carpal Tunnel Release
	10,449
	14,820
	25,269
	58.6%

	Ureteroscopy
	402
	564
	966
	58.4%

	Arthroscopy
	3,365
	4,718
	8,083
	58.4%

	Lower Limb W Other O.R. Proc W/O Skin Graft/Flap Repair W/O Ulcer/Cellulitis
	265
	364
	629
	57.9%

	Other Skin, Subcutaneous Tissue and Breast Procedures
	36,719
	49,190
	85,909
	57.3%

	Knee Replacement and Reattachment W Catastrophic CC
	807
	1,080
	1,887
	57.2%

	Prostatic O.R. Procedure Unrelated to Principal Diagnosis
	96
	128
	224
	57.1%

	Miscellaneous Ear, Nose, Mouth & Throat Procedures
	8,253
	10,901
	19,154
	56.9%

	Rectal Resection W/O Catastrophic CC
	1,950
	2,573
	4,523
	56.9%

	Inguinal and Femoral Hernia Procedures Age>0
	16,401
	21,538
	37,939
	56.8%

	Anal and Stomal Procedures W/O Catastrophic or Severe CC
	15,710
	20,221
	35,931
	56.3%

	Spinal Fusion W Catastrophic or Severe CC
	409
	524
	933
	56.2%

	Complex Therapeutic Gastroscopy for Non-Major Digestive Diseases, Sameday
	2,597
	3,324
	5,921
	56.1%

	Hysterectomy for Non-Malignancy
	13,819
	17,311
	31,130
	55.6%

	Corony Bypass W Invasive Inves Procedure W/O Catastrophic CC
	943
	1,179
	2,122
	55.6%

	Transurethral Prostatectomy W/O Catastrophic or Severe CC
	556
	685
	1,241
	55.2%

	Cystourethroscopy W/O CC
	18,560
	22,865
	41,425
	55.2%

	Myringotomy W Tube Insertion
	9,936
	12,237
	22,173
	55.2%

	Minor Procedures for Malignant Breast Conditions
	2,977
	3,641
	6,618
	55.0%

	Stomach, Oesophageal and Duodenal Procedures W/O Malignancy W/O Cat or Sev CC
	1,404
	1,712
	3,116
	54.9%

	Percutaneous Coronary Angioplasty W/O AMI W Stent Implantation
	6,811
	8,262
	15,073
	54.8%

	Major Procedures for Malignant Breast Conditions
	4,669
	5,629
	10,298
	54.7%

	Kidney, Ureter and Major Bladder Procedures for Neoplasm W/O Cat or Severe CC
	729
	878
	1,607
	54.6%

	Soft Tissue Procedures
	5,649
	6,782
	12,431
	54.6%

	Percutaneous Coronary Angioplasty W/O AMI W/O Stent Implantation
	703
	841
	1,544
	54.5%

	Tonsillectomy or Adenoidectomy
	18,102
	21,566
	39,668
	54.4%

	Lymphoma and Leukaemia W Major O.R. Procedures W/O Catastrophic or Severe CC
	317
	373
	690
	54.1%

	Minor Procedures for Non-Malignant Breast Conditions
	5,519
	6,243
	11,762
	53.1%

	Skin Ulcers Age>64
	2,949
	3,313
	6,262
	52.9%

	Other Back and Neck Procedures W Catastrophic or Severe CC
	664
	742
	1,406
	52.8%

	 
	 
	 
	 
	 


Looking at specific DRG’s highlights the importance of the private sector for all Australians, and illustrates the changed nature of the system over recent years.

Chemotherapy in Australian Hospitals

The private hospital sector performs more than half of all chemotherapy procedures. Before the introduction of the private health insurance incentives the private sector performed 31.2% of all chemotherapy procedures. It now performs 51.2%. Compared to the number of chemotherapy procedures prior to the private insurance incentives, there have been 16,752 less chemotherapy admissions in public hospitals, while the private sector has increased its number of chemotherapy admissions by 61,337. The private sector has taken up a considerable proportion of these admissions. 

	Chemotherapy - Hospital Episodes
	
	
	
	
	

	
	
	
	
	
	
	
	

	 
	 
	 
	 
	 
	 
	 
	 

	
	95-96
	96-97
	97-98
	98-99
	99-00
	00-01
	01-02

	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	

	In Private Hospitals
	36,312
	47,209
	60,467
	74,884
	90,512
	111,807
	121,804

	In Public Hospitals
	122,066
	130,056
	133,062
	123,637
	116,662
	112,218
	116,310

	
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	

	Total
	158,378
	177,265
	193,529
	198,521
	207,174
	224,025
	238,114

	
	
	
	
	
	
	
	

	% in Private
	22.9%
	26.6%
	31.2%
	37.7%
	43.7%
	49.9%
	51.2%

	 
	 
	 
	 
	 
	 
	 
	 


[image: image11.emf]Chemotherapy Separations in Australian Hospitals
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Hip Replacements in Australian Hospitals

The private hospital sector performs more than half of all hip replacements. Before the introduction of the private health insurance incentives the private sector performed 35.7% of complex hip replacements. It now performs 43.6%.
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Since the introduction of the private health incentives the number of hip replacements performed by the public sector increased by only 127. Over the same period the number of additional hip replacements performed by the private sector increased by 3,621.

Between 1997/98 – before the rebate – and 2001/02, complex hip replacement separations in the private sector have increased by 1,394 (60%) and in the public sector by 628 (15%). The private sector performed 69% of the additional complex hip replacements in 2001/02 compared with 1997/98.

3. Private Health Insurance by Product

As per the Senate Committee request, the table below shows private health insurance membership by family type, state and product type (Hospital, Ancillary and Ancillary Only). In total there are 4.6 million health insurance policies covering 9.9 million Australians.
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Total Ancillary

30,068

13,365

15,488

7,253

13,778

2,085

1,296

83,333

Total Insured

33,837

18,063

17,076

7,927

14,155

2,220

1,398

94,676

COUPLES

Total Hospital

312,332

196,913

168,485

75,699

104,385

19,715

5,527

883,056

Ancillary Only

35,262

9,684

8,477

12,232

35,227

1,644

220

102,746

Total Ancillary

280,723

125,236

144,178

77,470

133,994

18,971

5,164

785,736

Total Insured

347,594

206,597

176,962

87,931

139,612

21,359

5,747

985,802

ALL FAMILY TYPES

Total Hospital

1,463,762

1,023,337

715,077

330,267

410,826

98,837

27,815

4,069,921

Ancillary Only

216,962

68,154

63,815

63,983

153,319

11,352

1,762

579,347

Total Ancillary

1,394,782

713,173

654,577

347,044

540,038

99,855

26,476

3,775,945

Total Insured

1,680,724

1,091,491

778,892

394,250

564,145

110,189

29,577

4,649,268


4. Private Health Insurance by Age Group

The table below shows the movement by age group over recent years. It shows the quarterly, yearly, prior to LHC and prior to 30% Rebate comparative movement of each five year age cohort.
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Dec 1998

Mar 2000

Jun 2002

Mar 2003

Jun 2003

0-4

317,494

341,325

481,454

476,738

475,163

-1,575

-0.3%

-6,291

-1.3%

133,838

39%

157,669

    

 

50%

5-9

358,133

385,952

564,319

550,593

544,578

-6,015

-1.1%

-19,741

-3.5%

158,626

41%

186,445

    

 

52%

10-14

398,242

424,786

628,738

617,970

612,248

-5,722

-0.9%

-16,490

-2.6%

187,462

44%

214,006

    

 

54%

15-19

388,010

418,660

638,364

633,575

630,154

-3,421

-0.5%

-8,210

-1.3%

211,494

51%

242,144

    

 

62%

20-24

239,630

265,362

400,325

416,626

395,271

-21,355

-5.1%

-5,054

-1.3%

129,909

49%

155,641

    

 

65%

25-29

252,696

287,537

357,770

355,860

352,699

-3,161

-0.9%

-5,071

-1.4%

65,162

23%

100,003

    

 

40%

30-34

336,149

383,663

621,427

610,286

603,511

-6,775

-1.1%

-17,916

-2.9%

219,848

57%

267,362

    

 

80%

35-39

418,747

455,484

685,444

664,680

656,782

-7,898

-1.2%

-28,662

-4.2%

201,298

44%

238,035

    

 

57%

40-44

455,013

497,046

763,060

750,867

745,247

-5,620

-0.7%

-17,813

-2.3%

248,201

50%

290,234

    

 

64%

45-49

490,419

526,426

764,635

756,063

751,765

-4,298

-0.6%

-12,870

-1.7%

225,339

43%

261,346

    

 

53%

50-54

491,416

541,176

750,578

747,248

745,194

-2,054

-0.3%

-5,384

-0.7%

204,018

38%

253,778

    

 

52%

55-59

380,144

425,583

625,606

653,952

658,197

4,245

0.6%

32,591

5.2%

232,614

55%

278,053

    

 

73%

60-64

303,628

332,957

436,440

448,760

451,212

2,452

0.5%

14,772

3.4%

118,255

36%

147,584

    

 

49%

65-69

265,339

272,160

313,984

325,838

327,211

1,373

0.4%

13,227

4.2%

55,051

20%

61,872

      

 

23%

70-74

235,913

247,508

269,515

269,647

268,245

-1,402

-0.5%

-1,270

-0.5%

20,737

8%

32,332

      

 

14%

75-79

160,711

165,203

194,091

204,206

206,434

2,228

1.1%

12,343

6.4%

41,231

25%

45,723

      

 

28%

80-84

102,399

99,684

113,332

117,945

118,587

642

0.5%

5,255

4.6%

18,903

19%

16,188

      

 

16%

85-89

56,885

59,672

64,384

64,222

64,112

-110

-0.2%

-272

-0.4%

4,440

7%

7,227

        

 

13%

90-94

19,691

21,297

24,819

25,532

25,604

72

0.3%

785

3.2%

4,307

20%

5,913

        

 

30%

95+

4,962

5,126

6,380

6,457

6,313

-144

-2.2%

-67

-1.1%

1,187

23%

1,351

        

 

27%

Total

5,675,621

6,156,607

8,704,665

8,697,065

8,638,527

-58,538

-0.7%

-66,138

-0.8%

2,481,920

40%

2,962,906

 

 

52%

CHANGE

Qtr

Year

LHC

Rebate


A small number of people claim that private health insurance is unstable due to the decline in younger memberships. In the last release of PHIAC data many jumped on the “fact” that the number of members aged 20-24 declined by 5.1%. 

In fact these people were covered under family policies (in most cases at no additional premium) and as they cease to be dependants are removed from Fund member rolls unless they take out cover. This results in the number of people covered by health insurance declining marginally, but not so the number of policies nor the contribution income. In some cases it may alleviate the pressure on contribution rates as these people could, while dependants, claim without paying a premium. 

In the last quarter (June 2003) the industry lost 8,022 contributors (singles and family policy holders. Of these 8,022 , 1,210 were singles and 6,812 were families. Total persons covered was reported as having declined by 58,538.What in fact happened was that one large fund removed 25,000 former dependants from its books.

While it is generally true that younger people leaving health insurance (assuming they pay a premium) does put some upward pressure on health insurance premiums this needs to be put in context. The last quarter of PHIAC data shows a small decline of 0.8% in people aged less than 65 (which includes the cleanup of student dependants) and an increase in the numbers of people over 65 (0.3%) – those who are more likely to go to hospital. Much of this shift could be attributable to an ageing population and declining fertility rate. So while there has been a minor shift in the mix of the population by age, it is not as dramatic as opponents of Government policies attempt to portray. And in any event, it should be remembered that, while this entry of older members may represent some degree of adverse selection they are almost by definition reducing pressure on the public sector.

Considering that recent premium increases - the second in four years - took effect in the June quarter, industry participation is very steady. The cushioning impact of the 30 percent rebate undoubtedly allowed many members to retain cover despite increased rates. Had members not benefited from the rebate membership losses would have been much greater.

The fact remains though, that compared to the introduction of the private health insurance incentives, there are three million more people covered by health insurance (a much greater number than the modest decline in the last 12 months of 66,138 – 0.8%). In fact the number of people with health insurance has risen by 52% since the incentives were introduced, and the number of people under 65 years of age has increased by 58%. The number of people aged more than 65 also increased by 20% to a record 1 million people. However, pre-rebate, 15 percent of the insured population were over 65. Today only 11.8 percent of the total insured population are 65 or more.

So the incentives have stabilised the system in terms of age mix and increased the elderly population with insurance – those who need it most. The private health insurance industry covers more than 40% of the population who are over 65 years of age. This group of members use hospital beds at a rate of 6 times the under 65 population. In total members over 65 claimed $2.1 billion dollars in hospital benefits alone, more than the cost of the 30% rebate for hospital cover, and almost the equivalent to the cost of the whole program.

Health insurance coverage is statistically stable. The latest AHIA monthly membership data survey confirms this as it shows a modest increase in membership.

5. Private Health Insurance by Income

AHIA’s submission to the Committee detailed the number of persons covered by health insurance earning less than $20,000 per annum. The data was sourced from the Australian Bureau of Statistics (ABS) publication 4335.0 Health Insurance Survey 1998. This is the best source of information available for information on health insurance contributor’s income. It details numerous income ranges and provides information on a contributor and coverage level by family type (Singles, Families, Couples, Single Parent Families).

AHIA recommends the Committee ask the ABS to reinstate this valuable publication to enable the analysis of private health insurance membership since the introduction of the Federal Government’s incentives for private health insurance.

Since appearing at the hearings on 28 August 2003, AHIA has contacted the ABS to ascertain if more recent data is available. The ABS has provided AHIA with unpublished data from the publication 4364.0 National Health Survey (NHS) 2001. Whilst the data is not as comprehensive as the Health Insurance Survey it does provide a more up to date representation of the income of health insurance members, particularly when modelled with PHIAC data.

NHS Unpublished Data Survey Results

The NHS 2001 survey shows income details for insured people broken into 5 quintiles. Cross-tabulated with PHIAC data this survey shows:

· 25% of the population earning $18,200 or less had PHI. More than 1 million people with insurance earned less than $18,200 per annum.
· 34% of the population who earn between $18,200 and $32,916 are insured. One and a quarter million people are covered by insurance and earn between $18,200 and $32,916 I.e., more than 2.25 million people with private health insurance cover are on gross household incomes below $33,000.

· 45% of the population that earn between $32,916 and $50,855 have private health insurance. One million six hundred thousand are covered by insurance and earn between $32,916 and $50,855 

· 68% of people with PHI earn less than $75,816 per annum.

· 12% of the insured population earn less than $18,200 per annum.

· 26% of the insured population have gross incomes less than $33,000. This means 2.3 million people covered by hospital insurance have household incomes less than $33,000.

· Almost half of the insured population (3.9 million) have gross incomes less than $51,000. Almost four million people with hospital cover are in households that earn less than $51,000.

· 2 in 3 people insured earn less than $76,000 per annum.

The data illustrates that private health insurance is not just a “luxury item held by the rich”.

AHIA has extended the analysis of this data across the Australian taxation statistics. This shows that, on a very conservative estimate, people with private health insurance pay at least $3 billion in the 1.5 percent Medicare levy ( which raised a total $5 billion in 2002-03). This means that the 43.4 percent of people with private health insurance paid 60 percent of the Medicare levy. The 43.4 percent of the population with PHI pay more than $10 billion in health fund contributions and Medicare levies. In addition, of course, they pay income tax and various other taxes.
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The ABS definition of an income unit is all income within the “household whose command over income is assumed to be shared”. Therefore the income level includes all income from all persons in the household over 15 years of age. 

Below are just a few examples from the hundreds of responses AHIA has received from people on low incomes who benefit from the 30% rebate.

 “The rebate makes health cover affordable as we have a disabled daughter and we do not know where the future lies. It gives you a feeling of safety knowing that the doctor of your choice is going to help you in your time of need. It works for our family and we need this cover to continue.”

Ms Barb Goudie, NSW 2710

“Naturally, I am very anxious about any suggestion that this rebate be removed.  If there is any way I can assist in maintaining this rebate please let me know.  I shall write to my Federal member and express my concern. I have been a member of the (fund name) since 1942. Dues paid them provided for Doctors, Hospitals and Pharmacy.  The sum of $200.00 per month is debited to by bank account. This does not pay for Doctors or Pharmacy for my wife or myself. I could not afford health insurance without the 30% rebate.”

Mr & Mrs AE & LJ Clark, NSW 2263

“It would be impossible for my wife and I to continue with private health insurance if we had to pay the reduction we receive from the Federal Government.  I am on a disability pension and my wife receives a carer pension and our weekly budget far exceeds any monies we receive as it is.” 

Mr Alan Moorhead, NSW 2233
“ The total annual cost of my Private Health Cover is $1787 and the rebate of 30% brings it back to $1251 pa. - which is $24 per week - quite a lot for an aged pensioner to pay.  I would therefore ask you + your association to continue to very actively urge the government to continue to grant the 30% rebate especially to those on limited income (age pension) who endeavour to make provision for their health care.  By paying for Private Health Care we are saving the Government a considerable amount in the annual cost of providing health care for older people.”

Mr/s AM O'Neill, NSW 2065
“I wish to voice opposition to any moves to remove the 30 percent rebate on health insurance premiums.  My wife Marie and I are self-funded retirees who have relied heavily on private health insurance (name of fund) for oncology services during Marie's treatment for non-Hodgkins lymphoma during the past five years.  We have received the 30 per cent rebate from its introduction, enabling us to continue to remain with the private health system since joining (fund) on 14 August 1959.  That we received a rebate of $995 on the premium of $3318 paid last financial year guaranteed that we could continue with private health insurance. ”

Mr Barry A Clarke, NSW 2590
 “Without the 30% rebate my wife and I would find it almost impossible to pay for the 
necessary health protection. We can just manage the payments now and it would be too 
great a hardship if we were to loose the 30% rebate. We are self funded pensioners and I 
speak for many of my friends and associates.”

Mr David Reid, NSW 2030
 “The 30% rebate assists me in paying for private insurance for my young family. My son is 2 and the baby is 10 months old. I paid @ $1700 to (Fund name) this year and the rebate was around $750. That money came in useful when we paid in excess of $6,000 for various medical fees after my two kids started the year in hospital for various reasons. (Fund) picked up $4,300 worth of the bills. we live on a single income and have a farm which struggles in this drought time - we just cant afford to pay more for health insurance, but cant afford not to have insurance when we have two small children who require medical assistance. We pay our taxes like so many others so its nice when we get something back which helps to pay directly for medical expenses.”

Ms F Cleret, NSW 2580
 “We have a family of 8,6 children & 2 adults with  health insurance, I believe we are 
providing for our family the best we can, and we should be encouraged to do this with the 
30% rebate that we get now. We are not using the public hospital system which we would 
give us more money, if we did not have to find $176.00 with the 30% rebate per month. We are committed to the Private Insurance health system and want to see the 30%rebate 
STAY.!!!!!!!!!!!” 

Ms Fiona Jennings, NSW 2103
“Regarding the health rebate which we receive from the Federal Government.  It is 
extremely important to my family to have Private Health Cover and if it is removed we would not be able to afford it.  I have been prepared to make provision for my cover and my families health cover with (health fund) since 1974.  There 30% rebate the Federal Government provides allows my family to afford this health cover.  Due to the drought , loss of income from loss of stock and loss of production off our grazing property the loss of the rebate would not enable us to have private health insurance.  Our 30% rebate is of major importance to us and must not be taken away by some people to try and get some politician advantage over their opponents.”

Mr Paul Kenneth Evans, NSW 2835
“As a pensioner, I would like to claim my legal rights on getting a 30% rebate of any health fund cover programmes that I'm under. Medical expenses are getting higher and higher, and as a middle-income citizen, getting as much rebates as possible will help me a lot in getting through. I'm no longer under employment due to my illness which require extensive medical attention, so by keeping this 30% rebate rights, it will mean a lot to me. I plead to the government or any other Members of Parliament so as not to take this right from us. Thank you very much for your attention.”








   Ms Hindra Leonardi, NSW 2122

6. Accident and Emergency
The question of accident and emergency services was raised. Health funds are not permitted to pay benefits for medical services provided outside hospital, i.e., “out-patient services” including A and E. If a patient is admitted funds do pay benefits and depending on the nature of individual fund contracts outpatient fees may be waived. 

Notwithstanding this the private sector does offer Accident and Emergency services. In the last 12 months the AIHW reported that the private sector provided more than half a million accident and emergency services, and more than 1.1 million outpatient services. In total the private sector provided 1.8 million non admitted patient care services.

The ABS Private Hospitals survey 2000-01 reports there are 29 private emergency departments throughout Australia (in all States) that employ 458 full time equivalent nurses.

AHIA notes that past attempts to allow health funds to provide benefits for non-admitted services have been rejected by the Senate.

7. Funding of Hospital Services by State Government

The Senate requested AHIA provide the source and description of State Government data in the graph on page 6 of its submission. The data is derived from the AIHW publication Health Expenditure Australia 2000-01. The data is sourced from Appendix B and is recurrent expenditure (excluding depreciation) as reported by the individual States (it is effectively the operating costs of the hospital). It includes State expenditure on public non-psychiatric hospitals, private hospitals and public psychiatric hospitals.

8. Alternative 30% Rebate Allocation

The Committee asked the APHA whether the 30% rebate would be better spent if directed at private hospitals rather than health insurers. APHA acknowledged that the rebate is better delivered in the purchasing of private health insurance. This is because of the pooling effect of community rating.

AHIA would like to take this opportunity to remind the Committee that the 30% rebate is a rebate for the individual – not a subsidy to the health insurance industry or hospital sector.

It is a Federal Government reimbursement of part of the cost of private health cover to the individuals and families who choose to be insured allowing them to use private care rather than public services (for which they also pay via taxes, levies and other government charges). It is the individual’s choice whether to buy health insurance and therefore attract the rebate. The rebate is available to the member for convenience direct at payment of premium, over the counter at a Medicare office or is claimable via the lodgement of their tax return. Approximately 10% of contributors collect their rebate via the tax system.

9. Effects on the Australian Health Financing System if PHI Rebate Removed

Prior to the introduction of the 30% rebate on January 1 1999 on private health insurance contributions the number of people with hospital cover stood at 5.67 million and was declining. At that time,  the proportion of the population with hospital cover was at its lowest ever level of 30.1% of the Australian population. 

As at June 2003, 43.4% of the population had hospital cover. This means that 8.6 million have hospital cover – almost 3 million more than pre rebate.

In the 12 months leading to December 1998 (pre rebate)  benefits paid for privately insured hospital treatment totalled $3.0 billion. In the 12 months to June 2003 health funds paid $4.9 billion for hospital treatments – an additional $1.9 billion dollars i.e, an increase of more than 60 percent.

If the rebate was removed the numbers of people insured would decline and these people would be reliant on the public hospital system. The actual number of people who would leave, of course, is a matter of assumption, but it if the pre-rebate trend continued membership would have been less than 20% of the population, and community rating would have been destroyed.

Indeed, if we look at the UK - where a “free” National Health Service operates and there is no rebate, the health insurance pool is around 12 percent of the total population, and premiums are risk rated. This gives an indication of what may have been the bottom of the market had the rebate not been introduced - bearing in mind the social benefits arising from community rating would have been removed in the process. Very few people aged more than 65 have health insurance in the UK. Forty percent of the over 65 population - more than 1 million people - today have health insurance in Australia.

In any event, the reality is that without the rebate the numbers of people insured was in decline. The graph below shows the impact of the Federal Governments incentives on the numbers of people with insurance, and a projection based on previous trends if the incentives were not introduced.
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If the rebate had not been introduced AHIA estimates there would be, at best, less than 3.5 million people insured – at least 5.1 million  fewer than today. Without Government incentives 5.1 million more people would be directly reliant upon State hospitals. 

The pre rebate trend in the reduction in the insured population would result in a decline of privately insured utilisation to about 2.6 million bed days or less. This would mean the public sector would have to provide at least an extra 3.9 million bed days, at a total cost of  more than $2.9 billion. This is $1.24 billion more than the cost of the rebate for hospital insurance ($1.6 billion).

To some extent the above is a best case scenario. If the insured population had dropped further - to say 12 percent as in the UK - the insured population would be only 2.4 million, and the public sector would have to provide at least 4.7 million bed days for the 6.2 million extra people who would have to rely on Medicare. This would have cost at least $3.5 billion to treat people who would otherwise have been covered by health insurance ($1.9 billion more than the cost of the rebate for hospital insurance).

On this basis AHIA estimates that the minimum cost to Government of removing the rebate for hospital cover and providing the same level of care would be between at least $2.9 billion and $3.5 billion - i.e., extra costs of at least $1.2 billion to $1.9 billion at today’s prices. 

In fact, however, the costs would probably be significantly more. Removal of the rebate would increase the cost of full cover (hospital and ancillary) by between $$950-$1600 per annum for a family. Those with top cover are usually people who either need treatment or expect to need treatment: analyses of their membership profiles by a number of funds confirm that drawing rates are much higher on comprehensive coverage than lower priced products (this is why they are higher priced). So the removal of the rebate, and imposition of a charge of $950-$1600 extra, would almost certainly force the old and the sick out of the private health insurance system. Lower risk members would also probably leave. As a result removal of the rebate could well lead to a collapse of the private health insurance system. If this occurred, as it may well do, the cost to the hospital system alone would be more than $5 billion.  In other words, removing the private health insurance rebate (worth $1.6 billion for hospital cover) would cost Governments between a minimum of $2.9 billion and up to $5 billion per year to provide the same hospital services as are provided today .We have already pointed out in our original submission that removal of the rebate on ancillary cover would cost more than it saved. 

R.Schneider

Australian Health Insurance Association

September 30, 2003.
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