
 
 

 

 
 

 
 
9 September 2011 
 
 
Ms Louise Macleod 
Director 
Intelligence, Infocentre & Policy Liaison Branch 
Australian Competition and Consumer Commission 
GPO Box 3131 
CANBERRA ACT 2601 
(by email to:  phireport@accc.gov.au) 
 
 
Dear Ms Macleod 
 
 
I refer to Bruce Cooper’s letter of 10 August 2011 and the invitation to comment on the ACCC 
report to the Australian Senate on private Health insurance (PHI Report) and we appreciate the 
extension of the deadline for our submission until COB today. 
 
The Australian Day Hospital Association (ADHA), formerly known as the Australian Day Surgery 
Association (ADSA), has a number of concerns related to the current health insurance 
environment and welcomes the opportunity to submit these to the ACCC.   A large number of 
issues highlighted in our submission in 2010 are still current and are reiterated here. 
 
The Private (Stand-Alone) Day Hospital Industry forms an important role in the delivery of Private 
Hospital care in Australia. The Department of Health and Ageing reports as at April 2011, there 
are 278 stand alone private day surgeries in Australia, of which the ADHA has 46% membership.  
 
Private (Stand-Alone) Day Hospitals range greatly in size and can vary from a one-theatre 
arrangement mainly performing simple local anaesthetic surgical cases, up to large 4-6 theatre 
day surgery complexes, performing advanced surgical operations. Some stand-alone units have 
even moved to 23 hour licensing where the patient is admitted on one day and is discharged the 
next, with their admission lasting up to 23 hours. 
 
Nonetheless, despite this impressive growth in scale and scope of procedures performed, the 
ACCC is likely aware that there are considerable and increasing stressors upon our industry. 
 
In particular, Private Day Hospitals remain at a significant disadvantage with respect to 
contractual negotiations with health insurers and the rebates offered. In fact, the ADHA believes 
that there exists an unequal negotiating position that threatens the long term viability, quality and 
safety of stand alone independent day hospitals in Australia.  
 
Such unequal bargaining power centre’s around the “negotiation” process designed to establish, 
maintain and regulate funding contracts between the health insurer and the health service 
provider. Under the current contract (or HPPA) arrangements, the renewal process between the 
small independent day hospitals and the health insurer is problematic. The negotiating power 
enjoyed by the health insurer is almost invariably far greater than that of the individual health 
service provider. This imbalance inevitably results in the individual health service provider 
receiving a minimal (& less than CPI) percentage increase per annum, resulting in a funding 
reduction in real terms and a continuing diminution of the individual health service provider’s 
ability to continue to provide a quality service and to remunerate their staff appropriately. In some 
cases health insurers are locking day hospitals into 2 year contracts with little or no increase in 
the second year. In addition some health insurers are not offering contracts at all to day hospitals 
and some are tendering for hospital services. 
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In this vein there also appears to be few options for day surgery developers who are interested in 
growth corridors outside our capital cities and in more remote regions. There appears to be 
reluctance by health insurers to contract with providers where there is existing competition. 
 
One of the largest health fund insurers have openly said that they will not offer contracts for new 
facilities where this is not in their own interest – thereby limiting patients access to services and 
reducing competition. 
 
Yet while the health insurers remain the arbiters of funding essential for quality and growth, they 
rarely acknowledge that health department licensing is now of a very high standard in all states 
and should be recognized (along with the formal accreditation process) as the bench mark for 
eligibility for health fund remuneration. 
 
To further illustrate our concerns, we can provide a number of examples from our members which 
clearly emphasises the difficulties faced by us all. Modern, free standing and privately owned day 
hospitals have found it very difficult to deal with the large health funds that appear averse to the 
spirit of fair competition and reasonable business conduct.  
 
Many of our members have reported inconsistencies in the practices of health insurers who seem 
willing to enter into contractual arrangements with larger market players (eg Ramsay, 
Healthscope, St John of God Health Care) and yet no contractual proposals have been 
forthcoming to our members in similar geographical regions offering like services.  It appears that 
by contrast, many larger market players can make demands for contractual negotiations and be 
fully heard and consulted while small players seem to remain voiceless. This occurs despite the 
fact that, based on anecdotal evidence, ADHA is aware that there are often significant discounts 
in the funding of Day Hospitals by health insurers compared to larger overnight facilities for 
identical procedures. Such cross-subsidisation of the larger facilities distorts the more competitive 
nature of the Day Hospital sector and obscures the greater efficiencies that might be obtained. 
 
One such day hospital is located in Perth, Western Australia.  The largest fund operator based on 
market share has reportedly behaved fairly in their negotiations with this provider. However, the 
second biggest insurer seems to have much less interest in the Perth market and has allegedly 
displayed disinterest and little good will. It is perceived that given their greater national size they 
prefer to dictate issues and have been reluctant to negotiate or compromise their position. A 
contract is simply offered and the provider has only 2 options - to accept or not.  
 
In addition, current inequities (substantial) between facilities that have arisen for historical reasons 
should be addressed, but not by allowing the Funds to reduce the tall poppies to the lowest 
common denominator. The ADHA would argue for a range of rebates based on actual cost data 
and some meaningful recognition of quality. It is not in the public’s interest for health funds to 
force providers to reduce the quality and safety of their services by driving down rebates in real 
terms year after year. 
 
The issues at hand encountered by the majority of small independent day hospitals include the 
absence of a true negotiation process, based on facts and quality, for remuneration that is barely 
better than the second tier funding provisions.   
 
Furthermore, it has been noted that facilities who chose not to accept the HPPA from a health 
insurer and prefer to “go 2

nd
 tier”  experience the effects of the health insurer influencing their 

members upon making enquiries to that health insurer are told that they are simply “not covered” 
and should “consider going elsewhere”.  Furthermore, it would appear that few patients are 
advised that they can attend such facilities and still be remunerated for the second tier equivalent 
(which only leaves them with a small gap).  In directing business elsewhere, the health insurer’s 
conduct could be construed as misleading and seen to be discouraging of open competition and 
restricting fair trade.   
 
Furthermore, ADHA suggests that second tier rates should be published to all contracted 
hospitals so they are able to make an informed decision regarding the desirability of a formal 
contract with health insurance providers. Equally the patients of Day Hospital facilities should also 
be fully advised by the health funds of their options when seeking advice.  
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Currently within the private health sector, the responsibility of Informed Financial Consent (IFC) 
prior to an elective admission to hospital falls solely upon the service provider. This is despite the 
fact that the health insurance arrangement is a contract between the health fund member and the 
health insurer. It falls upon the hospital to educate the health insurance member regarding the 
particular details of their chosen health insurance policy and how that policy then applies to their 
elective admission to hospital. Additionally it then falls to the service provider to collect the 
remuneration (ie: out of pocket, excess and copayment fees) on behalf of the health insurer.  In 
essence it is the service provider, and not the insurer, who then serves as the money collector on 
behalf of that insurer and yet then awaits full remuneration from the fund for the service provided 
at a later date. It is also noted that the remittance from the health fund is often not received until 
outside the contracted time frame for payment potentially impacting financially in the facilities. 
 
The ADHA would suggest that this responsibility be a more equally shared arrangement. 
 
Patients should be able to contact their fund with the relevant procedure item number(s) and the 
name of the facility in order to be given a real time, accurate printed disclosure of any exclusions 
or restrictions that may be relevant to their intended treatment/procedure including an estimate of 
the out-of-pocket expenses (if any) that might apply.  
 
Indeed, the ADHA respectfully proposes that it is the responsibility of the health insurer to educate 
their members regarding their insurance products.  Additionally the ADHA would suggest a direct 
“fee for service” approach be taken when paying the health service provider.  The collection of out 
of pocket, excess and co payment fees should be the responsibility of the health insurer to collect 
and not the service provider.  
 
Additionally, little recognition has been given to the increasing diversity and complexity of casemix 
in the Day Hospital setting. This is reflected in the unwillingness of the majority of the funds to 
include single use/disposable items in the HPPA.  
 
In conclusion, the ADHA believes that the prevailing approach of the health insurers has a 
negative effect of entrenching the position of the larger hospital providers and contributes to anti-
competitive behaviour in the marketplace. There remains a significant lack of bargaining power 
and influence by small independent hospitals and little recognition of the quality provided and/or 
the positive outcomes that are achieved by our industry sector, despite much rhetoric to the 
contrary by many of the health insurance funds. Many procedures today are largely performed in 
stand alone day hospital settings, such as cataract surgery, which is not recognised in contractual 
arrangements with the health insurers 
 
In order to achieve a more positive and constructive approach to the remuneration process 
involving health fund insurers and health service providers, the ADHA would recommend the 
following: 
 
(a)  A revised code of conduct applicable to all parties involved in the HPPA review process, 

including guarantees about timely and co-operative negotiation. 
 

 (b) A guarantee to examine "real" costs each year and that these are considered in the 
negotiation process. 

 
(c)  The ability to measure, recognise and reward exceptional quality or performance.  
 
(d)  A recognition that it is the responsibility of the health insurer to provide specific and real 

time IFC to their member relative to the policy purchased from the health insurer. 
 
(e)  An acknowledgement that the health insurer is responsible for the timely and complete 

payment for the service provided by the service provider. The payment would be made 
based on the results of the IFC and made directly to that service provider, as per the HPPA, 
regardless of the status of the health fund member’s policy payments, excesses and/or 
copayments. The health service provider would then no longer provide the service of “fee 
collector” on behalf of the health insurer, and;  
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(e) An appeal mechanism, to the Private Health Insurance Industry Advisory Council, (PHIAC) 

to ensure there is an avenue available to independently review questionable contractual 
offers, negotiating positions and possible unconscionable conduct within the industry.  

 
In our opinion, a system based on the above recommendations would be a significant 
improvement over the existing arrangements and a much more equitable approach for stand 
alone, independent, day hospital operators and the patients they serve.  
 
Some private health insurers, as mentioned above, are now requiring private day hospitals, as 
well as overnight private hospitals, to tender for services where many facilities will not be covered.  
An example of this is with AHSA (Australian Health Service Alliance) who commenced this 
process initially in Queensland in July this year with the intention of rolling it out to other States in 
the near future.  This involved all facilities contracted with AHSA being required to tender 
regardless of the renewal date for their current contract. 
 
 
As advised in our 2010 letter please amend your records to reflect our current mailing 
address as outlined below as your 2011 letter was also sent to our old Brisbane GPO Box 
which no longer has a redirection service on it from 1 September 2011.  We want to ensure 
that we continue to receive future correspondence from the ACCC.  Our name was also 
changed in 2007 to Australian Day Hospital Association (from Australian Day Surgery 
Association). 
 
With thanks & kind regards. 
 
 
Yours sincerely 
 

 
 
Jane Griffiths 
ADHA President 
(on behalf of the ADHA Board of Directors) 
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