PRIVATE HEALTH INSURANCE: A POOR PRODUCT GETS EVEN MORE EXPENSIVE.

Private Health Insurance (PHI) will cost, on average, 5.8% more from April. Yet another annual increase far in excess of the general rate of inflation. The increased cost of the insurance was inevitable. Younger Australians are dropping their cover leaving an ever-higher proportion of those still covered likely to use their insurance. As the Australian government subsidises PHI by providing a 30% rebate on premiums  (even more for the elderly) its generosity will now cost almost 3 billion dollars per year. Many are asking if this is money well spent.

Between 1984 and 1997, rates of private insurance fell from 50 to 31%. Demand on public hospitals was outstripping their capacity to respond adequately. Services were increasingly being rationed particularly elective surgery. In attempt to reverse the situation and take pressure off public hospital the Australian government introduced the 30% rebate scheme. This expensive incentive failed; PHI increased by only 2%. It was the introduction of “Lifetime Health Cover” allowing funds to offer lower premiums to those joining earlier in life with higher premiums at later stages of life that turned the decline around. By the end of 2000 coverage peaked at 45%.  Since then there has been a slow but steady fall to the present 43% with the percentage of older Australians within that cohort steadily increasing. How annoying to see Insurers, in a desperate attempt to attract new members, wasting tax payers dollars by  offering to cover nonsense “alternative “ services (homeopathy, reflexology, iridology etc) shown in this most scientific of ages to provide no real benefits!

The product itself (PHI) continues to be inferior; ever more costly but still full of what the Health Minister describes as “nasty surprises” as one checks out of a Private Hospital. A large “deductible” up front payment and doctor’s fees not covered by any gap insurance must very often be met to the frustration of patients of the private system. 

There are numerous problems and inequities in the current situation. While the federal government insists that the increased activity in private hospitals is removing many pressures from the public system any impartial analysis of the data shows that this is not the case. There is evidence that some of the increased private sector activity represents over servicing (e.g. Far more surgical interventions during childbirth in private compared to public hospitals) while the analysis of the costs of individual procedures performed in both public and private hospitals reveals that often the latter are far more expensive. Surely we should all be concerned that tax dollars from individuals who will never be able to afford PHI are subsidising the premiums of wealthier Australians without improving the likelihood that public hospitals will be better able to better serve the needs of those who must depend on them? No wonder there are many who feel the three billion dollars spent on subsidising PHI would have purchased more health for Australians if directed directly to the public hospital system.

It is important to remember that all Australians may need to use public hospitals. Private hospitals are few and far between in rural Australia. Even in our cities private hospital services concentrate on planned surgical procedures. The majority of the nations emergency services are supplied by the public system as are the most sophisticated tertiary services (transplantation, complicated cancer care etc). Few private hospitals are able to offer acute care and early rehabilitation services to older Australians, demands that increasingly pressure private hospitals

Realistically PHI subsidies are here to stay for neither electable government has the courage to remove them. What should happen in those circumstances is that the private health sector should have to earn that support by meeting certain performance targets that would include assuming responsibility for the care of some of those waiting an excessive amount of time for help from public hospitals while broadening their role  to include emergency and acute aged care services.

Most students of the health care reforms needed in Australia want a health duality in which private and public hospitals cooperatively plan their services to mutual benefit. Public hospitals must be able to offer contracts to private hospitals directly by passing the third party payers. The latter should be significantly reduced in number and be able to extend their coverage to include support for primary care and, is so doing, create a more attractive package.  While such reforms need political leadership, the shortage of which has frustrated many efforts to achieve urgently needed reforms of our health system, the current situation is unsustainable being hopelessly cost ineffective and unfair.
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