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ADDITIONAL INFORMATION FROM THE AUSTRALIAN PRIVATE
HOSPITALS ASSOCIATION ARISING FROM THE ROUNDTABLE
HEARLNGS OF THE HOUSE OF REPRESENTATIVES STANDING

COMMITTEE ON HEALTH AND AGEING HELD 23 AND 24 AUGUST 2005

1. PageHA 24 (23August 2005)
Mr Roff: “I do nothavetheexactfigure butaround47or 48percentofoutlaysgo to
hospitals.I can takethat on noticeandprovideyouwith a breakdownwith the
elementsofthat ~you like.”

Accordingto datafrom thePrivateHealthInsuranceAdministrationCouncil
(PHIAC), theproportionsof total benefitspaidby healthinsurersin 2004-05areas
follows:

Privatehospitalsanddaysurgeries: 48%
Ancillary serviceproviders: 27%
Medical serviceproviders: 11%
Prostheses: 10%

Changesovertime in theproportionof benefitspaid in eachofthesecategoriesis
illustratedin thechartbelow.
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2. PageHA 47 (23August2005)
Mr Roff: “Particularly psychiatric. Wehaveprovidedsomeinformationto theSenate
inquiry into mentalhealth in relation to that.”

A copyoftheadditionalinformationprovidedto theSenateSelectCommitteeon
MentalHealthby theAPHA Psychiatrysubcommitteeis at AttachmentA.
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3. PageHA 72 (23 August2005)
Mr Roff: “I did havesomespecificinformation on this whichI cannotlaymyhands
on. PerhapsI can takethaton noticeandprovideit to theCominitteci’

Pleaseseeresponseto Question2 above.

4. PageHA 14 (24August 2005)
Mr Roff: “Another proposal—andI amhappyto providethedetailon noticeto the
Committee—thatweputpreviouslyis a schemeofHECSfeerelieffor nursing
graduatesso that, oncetheygraduate,theywouldbe entitledto reliejfrom their
HECSfeesif theyworkedin a hospitalenvironment,public orprivate,for a certain
period.”

APHA’s proposalfor HECS feerelieffor graduatenursesis atAttachmentB.
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ATTACHMENT A (QUESTIONS 2 AND 3)

Mr IanHolland
Secretary
SenateSelectCommitteeon Mental Health
ParliamentHouse
CANBERRA ACT 2600

DearMr Holland

At thepublic hearingoftheSenateSelectCommitteeon MentalHealthheld in
Canberraon 4 July 2005,representativesoftheAustralianPrivateHospitals
Association(APHA) undertookto providetheCommitteewith additional
information.OnbehalfoftheAPHA PsychiatrysubcommitteeI haveattachedthe
informationrequestedby Senatorstogetherwith someadditionaldataand comments
that mayassistthe Committee’sInquiry.

Pleasecontactmeif you haveanyquestionsor if theAPHA Psychiatrysubcommittee
canfurtherassisttheCommittee.

Yourssincerely

ChnstineA Gee
Chairman
APHA Psychiatrysubcommittee
8 September2005



Additional information requestedat public hearing of the Senate
SelectCommitteeon Mental Health held 4 July 2005

1. Inconsistenciesbetween private health insurance funds:
exclusions and restrictions on benefits for people with mental
illness

Theinformationbelow relatesto Questionon Notice 1 (page52 oftheProof
Hansard)and Questionon Notice2 (page54 oftheProofHansard).

Inconsistenciesin healthinsuranceproducts

In its submissionto theSenateSelectCommitteeon Mental Healthandduring its
appearancebeforetheCommitteeon 4 July, theAPHA Psychiatrysubcommittee
voicedits concernsthat privatehealthinsurancefundsarenotprovidingaconsistent
coverageof servicesfor peoplewith mentalillness.TheAPHA Psychiatry
subcommitteehasconducteda surveyofmemberhospitalsto obtaintheir feedbackon
inconsistenciesandgapsin coverageofprivatehealthinsuranceforpatientswith
mentalillnessandthefollowing informationis providedto assisttheworkofthe
Committee.

ScheduleI (Conditionsofregistrationofan organisation)oftheNationalHealthAct
1953 setsout therequirementsthatmustbemetby privatehealthinsurancefunds.
Oneoftheseconditions(paragraphbOis a requirementthat all privatehealth
insuranceproductsmustincludebenefitsfor psychiatriccare,rehabilitationcareand
palliativecare.Anotherrequirement(paragraphja) is that thewaiting periodthat a
fundmayapplybeforebenefitsarepayablefor psychiatriccare,rehabilitationcare
andpalliativecaremaynot exceed2 months.’

Thesetwo requirementsindicateclearlythe importancethat theParliamentplaceson
ensuringthatprivatehealthinsurancemeetstheneedsofpeoplewith mentalillness.

TheAPHA Psychiatrysubcommitteecontendsthat anumberofprivatehealth
insurancefinds havefoundcreativewaysaroundthesetwo legislativerequirements
by introducing‘benefit limitation periods’,‘restrictedbenefitperiods’ orsimilar
restrictionson benefits.Undera waiting period,no benefitsarepayable.Undera
benefit limitationperiodor arestrictedbenefitsperiod,a fundimposesan additional
waiting period,in somecasesfor theentire life of thepolicy, beforefull benefitsare
payablefor mentalhealthservices.

A list oftheserestrictionsis attachedfor theCommittee’sconsideration.Indicative
examplesinclude:

‘httn://www.comIaw&ovaa’comLawLe~is1atiopJActcomyi1ation1.nsfcurrentbvtitle:D998D6MD596D59BCA2570300080EE72?opennocument&mosftecenhI



BUPA (HBA and Mutual Community Health funds)

All healthinsuranceproductswith theexceptionof“Ultimate Healthcover”have
restrictedbenefitsfor mentalhealthservicesrangingfrom 1 year(“Top Hospital
cover”) to theentire life ofthepolicy (“Hospital saver”);and

NIB

t Top hospitalcoverincludesalimitationof 30 dayspercalendaryearfor sameday
admissionsandatotal of 65 days(samedayandovemightadmissions)in a
calendaryearwhich attractfrill benefitsfor mentalhealthservices

Ofperhapsgreatestconcernto theAPHA Psychiatrysubcommitteearethosehealth
find productstargetedspecificallyat youngerpeoplethat includerestrictedbenefits
for mentalhealthservices.Somesuchproductsactuallyrestrictbenefitsfor mental
healthservicesfor theentirelife ofthepolicy. It is theview ofthesubcommitteethat
the incidenceof mentalillness amongyoungerpeopleandtheinability ofanyperson
to foreseethefUture onsetof illness rendersuchhealthinsuranceproductsasnot fit
for purpose.Quitesimply, suchproductsshouldbeprohibitedby law.

Recommendation1

All healthinsuranceproductsthat restrictor limit in anywaythebenefitspaidfor
mentalhealthservices,including thosethat imposean additionalqualifyingperiod
beforefrill benefitsarepaidin excessof thestatutory2 monthwaiting period,should
beprohibitedbyregulation.Suchproductsareunsafe,discriminatory,anddo not
meettheneedsofprivately insuredconsumers.

Inconsistencies,restrictions and exclusionsimposedby health insurance funds
under their contracting arrangements with private hospitals

The other meansby which health funds are circumventing the intent ofthe regulatory
arrangements is via the contractingprocess(HospitalPurchaserProviderAgreements
or HPPAs)with private hospitals.Feedbackfrom private hospitalsindicates that the
following restrictionsarebeingimposedby healthfundsspecificallyfor thetreatment
ofpatientswith mental illness:

r Refusalto fundApprovedOutreachprograms.Theseprogramshavebeensubject
to an exhaustiveassessmentprocessoverseenby theAustralianDepartmentof
HealthandAgeing andaredevelopedin orderto offer innovativemeansof
meetingtheneedsofpatientswith mentalillness.Treatmentis providedin the
patient’shomeorotherlocationsthat suit patients’ needs

~= Refusalto fund halfdayprograms(ie requiringall patientsto attendfull day
programsevenwhereapatient’sindividual circumstancesmaymakethis
impossible)

==Restrictionson thenumberofdaysofmentalhealthtreatmentthat a patientcan
receivein a calendaryear



z Restrictionson thenumberofsamedayprogramsthat apatientmayattendin a
givenperiod

>~ Restrictionsor cappingofthenumberof particulartypesoftreatmentthata
patientmayreceivein a givenperiod;and

~ Redefiningthe lengthof stayfor treatmentofparticularconditionsto levelswhich
areout-of-stepwith clinical practice

Thesetypesof restrictionsandinconsistenciesinhibit flexibility andinnovationand
severelylimit thecapacityofprivatehospitalsto offer programsthatmeetthe
individual needsofeachindividual patient.In addition,thereis a lackofcertaintyfor
patientswith mental illnessthat their privatehealthinsurancewill providethemwith
thecovertheyneedatthetimeswhentheyneedtreatment.

Perhapsmostimportantly, theserestrictionsandlimitationsarenot alwaysdisclosed
to consumersbut only becomeapparentwhenacourseoftreatmentis recommended
bythepatient’streatingclinician. Furthermore,becausetheselimitations and
restrictionsareimposedby privatehealthfundsthroughthecontracting(HPPA)
processthereis no externalscrutinyofthem by any Governmentagency.

Recommendation2

Privatehealthinsurancefundsarecurrentlysubjectto five performanceindicators
with oversightprovidedbytheDepartmentofHealthandAgeing.An additional
performanceindicatorshouldbedevelopedrequiringeachprivatehealthinsurance
fund to reportannuallyto theDepartmentofHealthandAgeingon thelimitations and
restrictionson servicesfor patientswith mental illnessthat areincludedin any HPPA
orsimilar arrangementwith a privatehospital.This would include,but notbe limited
to, theexclusionsandrestrictionslistedabove.

In addition,theconsolidatedreporton theselimitations andrestrictionsshouldbe
providedby theDepartmentto theAustralianCompetitionand Consumer
Commission(ACCC) to assisttheCommissionin thepreparationofits biennial
reportto theSenateon anti-competitiveandotherpracticesbyhealthfunds and
providersin relationto privatehealthinsurance.

Commentson evidenceby theAustralianHealthInsuranceAssociationto the
SenateSelectCommitteeon MentalHealth

Evidenceto theSenateSelectCommitteeon MentalHealthprovidedby
representativesof theAustralianHealthInsuranceAssociation(AHIA) on 4 July
indicatesthatit is perhapsthechronicnatureofmentalillnessthat appearsto disturb
theprivatehealthinsuranceindustry.For example:

“In manyrespectstheproblemis that it is difficult to getobjectivemeasuresofthe
necessarytreatmentsfor mentalhealth. Theydo vary andtheydo not lendthemselves
tot say,a surgicalprocedure.With a surgicalprocedurethereis a veryclear need
andtheprocedureis done. In mentalhealth thereis a needfor treatmentthereis no
doubtaboutthat, but thequestionsis: ~you arepayingfor it, howconfidentcanyou



feelthatwhatyouarepavingfor is deliveringaproperoutcomeor is it simplya way
ofensuringa cashflow to thepeoplewhoprovideit, withoutgettingtheoutcomesthat
youmightbelieveare in thepatient‘.s interest.“~

Leavingasidethegratuitousinsult to doctorsandprivatehospitalsprovidingmental
healthservices,this is an intriguing perspectivegiventhatprivatementalhealth
facilities haveactuallyled thedevelopmentandimplementationofoutcomemeasures
ofcarethroughtheindependentCentralisedDataManagementSystem(CDMS). As
theAPHA Psychiatrysubcommitteeadvisedin its submission,93%ofprivate
hospitalswith psychiatricbedscollectandreportoutcomesdatato the independent
CDMS. As theCDMS is alsowell-usedby healthfunds,whichscrutiniseeachreport
on hospitalactivity, Mr Schneider’scommentsaboveindicatethat he is out-of-touch
with currentactivity in theprivatementalhealthsector.

In addition,thisperspectiveis clearlynot informedby the facts,given that lessthan4
centsin everydollarpaid in benefitsby privatehealthinsurersactually fundsservices
for peoplewith mentalillness.Also, overthedecadesince1993-94,thenumberof
specialistprivatementalhealthfacilities hasfallen from 27 to 25, while thenumberof
bedshasincreasedverymarginally,by 2%or32 beds.Overthesameperiod,the
numberofmentalhealthwards/unitslocatedin medicaL/surgicalprivatehospitalshas
fallen from 21 to l9.~ Clearly, if theprovisionofprivatementalhealthservicesis all
abouttheprovisionofcashflow and fundingthe“mostlucrativeform oftreatment”
(asdescribedby theAHIA in its submissionto theCommittee)thetrendwould be
movingin theotherdirection.

In thiscontext, it is worthnotingdatacontainedin theAHIA submissionto the
Committeein which it comparestheaveragecostper separationfor Mental Diseases
andDisorders,acrosstheprivateandpublic sectors.TheAHIA figuresindicatethat
thecostperseparationis approximately28%lower in theprivatesectorfor overnight
episodesandaround150%lower for sameday admissions.Thesedifferencesareno
doubtdueto anumberof factorsbut thehealthinsurers’own datawould appearto
indicatethat theprivatementalhealthsectoris certainlynot overfundednorare
patientsbeinghospitalisedfor unnecessarilylong periodsoftimeasis statedor
implied in theARIA’s evidenceandin its submission.

The AHIA makesreferenceat severalpointsin its evidenceandits submissionto
what it regardsasregulatorylimits on thetypesofservicesthat canbe fundedfrom
hospitalinsurancetables.Privatementalhealthfacilities do not believethat all
servicesneedto bedeliveredwithin hospitalwalls. Indeed,this is akeyreasonwhy
manyprivatementalhealthfacilities havedevelopedinnovativeoutreachprograms
thatcanbedeliveredin asettingthatbestsuits theneedsoftheindividual patient.
However,theacceptanceoftheseprogramsbyprivatehealthinsurancefunds has
beenvery disappointing,despitetheseprogramshavingbeensubjectto an exhaustive
assessmentprocessoverseenby theAustralianGovernmentDepartmentof Healthand
Ageing.

2 SenateSelectCommitteeon MentalHealth,TranscriptofEvidence,4 July2005:p. 61-62

AustralianBureauofStatistics,PrivateHospitals,1993-94, 2003-04



An insight intowhy this hasoccurredcanbe foundin thesubmissionby theAHIA to
theHouseofRepresentativesStandingCommitteeonHealthandAgeing’s Inquiry
into HealthFunding. In this submissiontherearearangeof proposalsfor out-of
hospitalservicesthat insurersmight like to fund which wouldeitherseemto duplicate
Medicareorappearremarkablysimilar to thesort ofservices/programsmanyhealth
funds arerefusingto hind at themomentundertheApprovedOutreachprogram.

Interestingly,theAHIA submissionalsoincludesthefollowing recommendations:

“Health fundsshouldbepermittedto payfor medicalor otherhealthor health
relatedservicesoutsidehospitalat their discretion“; and

“the newenvironmentshouldbepermissiverather than mandatory:Le. insurers
shouldbeable to choosewhetherandwhichservicestheywill fund...‘V (emphasis
addedin bothpoints)

Clearly,suchproposalscanleadto only greaterinconsistenciesbetweenhealthhinds
and accompanyinggapsin treatmentavailablefor peoplewith mentalillness.

As wasdetailedin APHA’s submissionto theCommittee’sInquiry, theprivate
mentalhealthsectorprovidesawide rangeofvital treatmentsfor privately insured
patientswith mentalillness.However,its capacityto continueto meettheneedsofall
patients,for examplethroughtheprovisionofinnovativeprogramsand co-ordination
ofservicesacrossthecontinuumofcare,is hamstrungby thelackof flexibility and
lackofconsistencyby privatehealthinsurancefunds.

AustralianHealthInsuranceAssociation,Submissionto the Houseof RepresentativesStanding
CommitteeonHealthandAgeing,Inquiry into HealthFunding:p.2-3



Analysisof privatehealthinsurancefundproductswith mentalhealthrestrictions*

Health Fund Name of Product
No Mental
Health
Restrictions

Mental
Health
Restrictions

Waiting Period Comments

AHM Step One Hospital X 12 months
Hospital Cover X 12 months
Basic Hospital * 12 months refer note la ]IIIIII

]IIIIII
Australian Unity Comprehensive Hospital Cover

Basic Hospital
X 12 months

refer note 2a
Smart Combination X 12 months
Smart Start Cover * 12 months refer note 2b

]IIIIIIIICBHS Hospital a X 12 months
Hospital b * 12 months refer note 3a
Hospital c * 12 months refer note 3a

Grand United Premier Hospital X 12 months 111111111
Priority Hospital * 12 months refer note 4a
Price Point Hospital * 12 months refer note 4a
Primary Hospital * 12 months refer note 4a

HBA Top Hospital Cover
Hospital Saver

* 12 months
12 months

refer note 5a
refer note 5b*

Hospital Saver Plus
Family Essentials Hospital Cover * 12 months

12 months
12 months

refer note Sc
rm

HBF Top Hospital
Intermediate Hospital

x

Healthy Saver Hospital
X

* 12 months
12 months
12 months
12 months
12 months

12 months

refer note 6a
refer note 6a
refer note Sa
refer note 6a
refer note 6a

Young Singles Saver Hospital *

Basic Hospital
55 Plus Twin Pack

*

X
*Smart Saver Twin Pack

Young Singles Saver Twin Pack * refer note Sa
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Health Fund*

HCF

Name of Product

Top Plus Cover
Hospital Savings
Hospital Advanced Savings
Cover

No Mental
Health
Restrictions
x

Mental
Health
Restrictions

*

Waiting Period Comments

11111112 months
12 months refer note la

* 12 months refer note Yb
Budget Hospital x 12 months
Standard Hospital X 12 months
Healthsmart Hospital X 12 months
Advantage Hospital x 12 months

12 months
2 years
2 Years
2 years
2 years
3 years
12 months
12 months

Premium Hospital
HealthLink

x
*

Hospital Healthlink Advantage *

Healthlink Classic *

Healthlink Essentials *

Corporate *

refer note Ba
refer note 8a

Medibank Private First Choice Hospital *

First Choice Saver Hospital *

Smart Choice Hospital
Blue Ribbon Hospital
Gold
Singles Plus
Bodyguard
Top Private Hospital
Couples Plus

X 12 months co payments apply
excess applyx 12 months

* 12 months refer note 9a
* 12 months refer note 9a

refer note Qa* 12 months
* 12 months refer note Oa
* 12 months refer note 9a

refer note 9aSafeguard * 12 months
Teachers’ Union Health Ultimate Choice x 12 months

12 months
12 months

Easy Choice
Total Care Hospital

X
X

Basic Hospital x 12 months
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Note 1
a) restricted services
Note 2
a) not suitable for Private Hospitals
b) only available for same day procedures or when treatment is required as a result of an accident
Note 3
a) Limited benefits payable. There will be significant out-of-pocket expenses when treated in a Private Hospital.
Note 5
a) Limited benefits are payable during restricted benefit period - 1 year.
b) Restricted benefits for the duration of this cover
c) Benefits are not adequate to cover Private Hospital costs.
Note 4
a) Limited benefits payable.
Note 6
Will pay psychiatric benefits for treatment with approved programs, however this is not usually 100% cover. Limits apply to some day programs.
a) Limited hospital benefits cover the cost of a shared room in a public hospital
Note 7
a) An annual time applies, 30 days per person per calendar year. A lifetime limit applies, 100 days in a person’s lifetime,
b) Minimum benefit on all psychiatric conditions treated in a private hospital. Benefits vary by hospital, state and length of stay,
Note 8
a) Restricted services
Note 9
a) Day only basis, up to 30 days per calendar year. Overnight basis, up to 65 days (day and overnight included in this 65 day limit.)
Once these limits have been reached or where readmisslon or psychiatry and rehabilitation occurs within the same calendar year lower benefits are
payable

*Sourcesandcaveat:
All carehasbeenexercisedin thepreparationof the informationin thetableabove,whichhasbeensourcedfrom privatehealth insurancefund
websites.However,dueto thecomplexnatureof healthfund productsandthelackofclarity of theinformationon somehealth fund websites,
cautionshouldbe exercisedin theuseofthe information.



ATTACHMENT B (QUESTION 4)

PROPOSAL BY TUE AUSTRALIAN PRIVATE HOSPITALS
ASSOCIATION (APHA) FOR

HECS FEE RELIEF FOR NURSING GRADUATES

Key Points

Thefollowing proposalfrom theAustralianPrivateHospitalsAssociationfor a
BondedRebateofHECS FeesSchemefor NursingGraduateswill:

z Increasetheretentionrateof graduatenursesby providinganincentiveto
continueworkingasanurse

~ Projecta positive imageof nursingasanationalpriority for workforcegrowth

c Increasethesupplyofnurses

~ Reducetheageprofile of thenursingworkforce

~c Reducetherelianceofpublic andprivatehospitalson nursessourcedfrom
expensivenursingagencies

t Reductionin costto theGovernmentthroughtheAustralianHealthCare
Agreementsand the30%rebate



PROPOSAL BY THE AUSTRALIAN PRIVATE HOSPITALS
ASSOCIATION (APHA) FOR

HECS FEE RELIEF FOR NURSING GRADUATES

It hasbeenarguedthat HECSdoesnot placeanundueburdenon graduatesandthat
tertiary-trainedstudentsrecouptheiroutlayover theperiodoftheirworking life. It is
likely alsothatthereareseveralotherfactorsthat influencestudents’choiceofcareer.
APHA doesnot disputethesearguments,but assertsthata specialcasecanbemade
for nursingandbelievesthat it is necessaryto examinemeasuresthatmayimprove
theattractivenessofnursingasa career.

Accordingly,in thecontextofthe2006-07Budget,APHA requeststhatthe
Governmentconsidertheintroductionof aBondedRebateofHECS FeesSchemefor
NursingGraduates.Underthis Scheme,APHA envisagesthat for every 12 months
spentasafull-time equivalent(FTE)nursein aprivateorpublic hospital,a graduate
nursewould receivearebateof onesemester’sHECSfees.After six yearsofworking
asaFTE nurse,thegraduatewouldhavereceiveda full rebateofHECS fees.

Informationavailableto API-IA indicatesthat aBondedRebateof HECS Fees
Schemecouldbe introducedat a costofapproximatelySi 1 million in its first full
year.Ongoingandtotal costswould increase,dependingon the successof the
initiative andthenumbersofgraduatenursesworking in hospitals.However,the
benefitsto patientsin privateandpublic hospitalswouldbe immeasurable.

Sucha schemewould enablebothprivateandpublic hospitalsto becomelessreliant
onexpensivenursingagencies,with mediumto longtermsavingsaccruingto both
sectors.By constrainingthegrowthin this areaofhospitalcosts,it is likely thatthere
wouldbe lessneedfor increasesin healthfund premiumsandareducedrateof
growthin outlaysundertheGovernment’s30 perc&nt rebate.

It is importantto notethat the introductionofa BondedRebateof HECSFeesScheme
would assisttheprovisionof futurenursingservicesinbothprivatehospitalsand
publichospitals,thusbenefitingtheentirecommumty.

Theavailableevidenceindicatesthat manygraduatenursesareleavingnursing very
earlyon in theircareers,exacerbatingtheshortageofnursesandworseningtheage
profile of nursing.A DiscussionPaperreleasedby theNationalReviewof Nursing
Educationnotedthat:

Thehighestexit ratesarefor 19-21-year-oldRegisteredNurses.The exit ratesrange
downwardsfrom 40 percentto 10 percent,ratesthatdo not reappearacrosstheage
spectrumuntil thegroupwhoare56 yearsandolder.5

It is clearthat improving theprofile andattractivenessof nursingas acareerneedsto
beapriority for any futureaction.

NationalReviewofNursing Education,DiscussionPaper,December2001:p,92.



Themostrecentnursingworkforcedataindicatesthat almost40,000trainednurses
arenot currentlyworkingin nursing.Any initiative thatcanretaingraduatenurses
within their professionwould arguablyleadto savingsto thehealthsystemthrough,
for example,lowerpressureon nursingsalariesand lessneedlrelianceonnurses
sourcedfrom othercountries.

In recognitionthat increasingthesizeofthenursingworkforceis ofnational
importance,the Governmenthasensuredthatundergraduatenursingstudentsare
protectedfrom higherHECSfeesby establishingaspecial“National Priorities” band
which providesfor muchlowerstudentcontributionsthanall othercourses,with the
exceptionof educationcourses.Thereis thusaprecedentfor treatingnursing
graduatesdifferently to thosestudentswho haveundertakenothercourses.


