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4.

Title (please insert 2 header)

prognos/

» Thirty percent rebate for private health insurance

Initiators

w  Commonwealth of Australia

Funding

= Commonwealth of Australia

Beginning, expected end and duration

» Legislation passed 1998, reforms effective from 1* January 1999
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5. Background and rationale of the reform, expectéd results

w Health costs in Australia account for about 8.5 percent of GDP around the middle of the
range of costs among OECD countries. Nevertheless as in other countries rising health costs
has put funding under pressure. The over-arching influence on health service and delivery in
Australia is a universal public health insurance system called Medicare. The basic rationale
for Medicare is that all Australians should have access to inexpensive medical services and
public hospital services should be freely available at no cost to the patient.

®- Under Medicare 85 percent of the scheduled fee for services performed outside hospitals are
reimbursed as are 75 percent of the scheduled fee for services performed within hospitals.
The patient bears the cost of the’gap’ between the Medicare subsidy and the fee that the
doctor actually charges (which may be higher than the scheduled fee). In addition there is a
$20 cap on patients out-of-pocket costs for medical services charged at the scheduled rate.
About 25 percent of the funds for Medicare emanate from a specific tax and the remainder
from general tax revenues.

= Official fees used by the government to determine the Medicare rebate are listed in an
attachment to the Health Insurance act known as the Medical Benefits Schedule (MBS).
Australians are not permitted to take out private insurance against the gap between the MBS
fee and the 85 percent rebate of that fee for services performed outside hospital. However
gaps for in-hospital medical fees are legally insurable.

®- Private hospitals and private beds in public hospitals provide about 26 per cent of the beds in
the hospital system and cater for much of the care provided to patients with private insurance.
It is argued that falling private insurance usage threatens the viability of the private hospital
system. Given that public system acts to some extent as a place of last resort, it also threatens
to place immense pressure on the ability of the public hospital system to meet demand
diverted from the private system.

= Private insurance is therefore important in maintaining the stability of the dual public and
private hospital system in Australia.

= The prime aim of the reforms is to stem the drift from private health insurance. Since less and
less Australians are purchasing private health insurance there is concern that increasing
pressure will be placed on safety net arrangements in the public health system. The expected
result of the reform is that the fall in those taking out private health insurance will slow down
and may even be reversed.

6. Country-specific context

w- The reform is specific to Australia in the sense that tthe relationship between provision of
public and private insurance is unique

® However there are priniciples which are general and there are lessons for other countries

7.  Target groups and target regions

= All Aunstralians -potential purchasers of private medical insurance

8. Content and objectives

international Reform Monitor - Six-Monthly Survey - 1/1999
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® The main aim of the reforms is to reverse the trend of falling incidence of private health
insurance which has fallen from coverage of over 50 percent of the population in 1984 to 32
percent now. Of particular concern has been the tendency for most of those dropping out to be
relatively younger, more healthy and with lower health risk so that there is increased financial
pressure on the cost structure and thence the viability of those remaining in the private
systemn.

® Under the scheme individuals purchasing private health insurance will have 30 percent of
their costs met by a rebate.

9. Concrete changes vis-a-vis the status quo

® Private health insurance will be cheaper.
™ Most of the cost savings are expected to be captured by the health industry

®- There will be a large cost to the Commonwealth government
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