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A topic of discussion at many barbecues this summer will inevitably be private health insurance.
Is it worth it? Do we need it? Every year it gets more expensive. The average 4.8% increase in
premiums  just announced
will have more Australians raising these questions, and debating with their friends how much
they value choice of doctor, reduced waiting times for elective surgery, and having a private
room when in hospital.

Private health insurance is mostly a private industry, but governments play a key role in
ensuring private health insurance companies remain profitable and viable. Government policies
encourage us all to have private health insurance by providing incentives for people to take out
health insurance and imposing tax penalties for those on high incomes who do not have private
health insurance. 

Government makes decisions about pricing and funds the 30% rebate for many consumers with
private health insurance. This is costing tax payers an estimated A$6 billion each year ; mone
y many economists argue
is not justified and would be better spent in the public system. 

Should the government have allowed this premium rise?

Each year private health insurance funds lobby the government to increase premiums. They
claim increases are warranted because of an ageing population, increasing costs of health
services and technologies, and decreasing government subsidies to consumers. 

New federal health minister Greg Hunt has approved an average increase in premiums of 4.8%,
with actual price hikes ranging from 2.9% up to 8.5% . This will mean families will pay up to
$200 more per year
, and singles up to $100 more each year. 

The government argues  this is the lowest premium increase in a decade. But this ignores the 
cumulative increase of 28%
since 2012. 
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http://www.abc.net.au/news/2017-02-10/health-insurance-premiums-set-to-rise-by-nearly-5-percent/8258014
http://www.abc.net.au/news/2017-02-10/health-insurance-premiums-set-to-rise-by-nearly-5-percent/8258014
http://www.smh.com.au/national/health/time-to-review-the-6-billion-private-health-insurance-subsidy-academic-says-20160708-gq1t2z.html
http://past.electionwatch.edu.au/australia-2013/analysis/economic-case-slashing-health-rebates
http://past.electionwatch.edu.au/australia-2013/analysis/economic-case-slashing-health-rebates
https://www.finder.com.au/full-roundup-health-insurance-premiums-to-rise-by-4-84
http://www.smh.com.au/federal-politics/political-news/private-health-insurance-premiums-to-rise-by-nearly-5-per-cent-20170209-gu9p8t.html
http://www.smh.com.au/federal-politics/political-news/private-health-insurance-premiums-to-rise-by-nearly-5-per-cent-20170209-gu9p8t.html
http://www.smh.com.au/federal-politics/political-news/private-health-insurance-premiums-to-rise-by-nearly-5-per-cent-20170209-gu9p8t.html
http://www.smh.com.au/business/consumer-affairs/economists-say-health-insurance-premium-hikes-well-above-cpi-are-unwarranted-20170207-gu766d.html
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A premium that was $2000 in 2010 now costs about $3000 . Many economists believe  current
premium increases, which are well over inflation rates, can’t be justified. 

At a time when health insurance funds have increased profits , people are wondering about the
value for money they get when they sign up for private health insurance. 

Dissatisfaction on the issue was clearly on the political agenda in 2016, when previous health
minister Sussan Ley announced a public consultation on private health insurance. This
consultation made clear
the concerns people have about poor value for money, high out of pocket costs, and complex
regulations. 

These issues have all been raised in our own research with consumers , and have been
repeatedly raised by consumer organisations such as the 
Consumer Health Forum
. Despite this consultation, it appears little has changed. 

It is claimed Australians are paying more than ever  for their private health insurance but are
getting less and less
. 
There are concerns
about lack of transparency about what is covered, waiting periods and exclusions, and
unexpected out-of-pocket costs.

Shifting responsibility to consumers

Each year when we discuss the premium price hikes, the concern is focused on how
consumers, not industry, will react. The onus is often on consumers to be more aware, more
active, and lobby for their needs. There are a range of sites  dedicated to helping consumers
make the best choice. 

There is alarm that some people will drop their cover completely. But given the fear people have
about needing private health insurance, there seems to be more consensus that people will
reduce their level of cover rather than dropping it. 
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http://www.smh.com.au/business/consumer-affairs/economists-say-health-insurance-premium-hikes-well-above-cpi-are-unwarranted-20170207-gu766d.html
http://www.smh.com.au/business/consumer-affairs/economists-say-health-insurance-premium-hikes-well-above-cpi-are-unwarranted-20170207-gu766d.html
https://chf.org.au/media-releases/health-fund-profits-while-their-members-lose-out-time-change
https://theconversation.com/is-the-investment-in-private-health-insurance-worthwhile-68980
https://theconversation.com/is-the-investment-in-private-health-insurance-worthwhile-68980
http://sydney.edu.au/health-sciences/research/healthcare-choice/index.shtml
https://chf.org.au/media-releases/mycover-reform-give-consumers-fair-go-health-insurance
http://www.smh.com.au/federal-politics/political-news/private-health-insurance-premiums-to-rise-by-nearly-5-per-cent-20170209-gu9p8t.html
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https://www.doineedhealthinsurance.com.au/result.html
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However, the risks of doing so are often not explored. Exposure to large and unexpected out of
pocket costs, and as found in our research , the realisation (too late) that some procedures are
not covered. When people do use their private health insurance they are likely to pay a gap, but
these expenses are not clearly defined.

While there is a focus on people questioning the value of private health insurance, and whether
these increased premiums are justified, there is very little questioning of how we might
maximise the value of the public health care system. 

For example, the outrage is not extended to the need to lobby government about strengthening
the public health system, which is where most people, especially those who are poor and with
complex health needs, end up.

Lots of arguments are made that the private health sector is important for a strong public
system. In our research, it was evident some people view having private health insurance as
helping out the health care system, and making space in the public system for people who
cannot afford health insurance.

We know many Australians take out health insurance simply to avoid paying more tax through
the Medicare levy surcharge. Some question whether they would rather be putting their money
into Medicare than an industry they may choose never to use.

The federal government needs to implement greater protections for those who purchase private
health insurance and ensure better value for the substantial funds taxpayers invest in private
health insurance, directly and indirectly, through the private health insurance rebate, premiums,
Medicare reimbursements and out-of-pocket costs.

Karen Willis received funding from the Australian Research Council (2013-2015) to investigate
choice and health care.

Sophie Lewis does not work for, consult, own shares in or receive funding from any company or
organisation that would benefit from this article, and has disclosed no relevant affiliations
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beyond the academic appointment above.
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Read more http://theconversation.com/increased-private-health-insurance-premiums-dont-me
an-increased-value-72797
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