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Dear Ms Macleod 

 

 

Re: ACCC report to the Australian Senate on private health insurance (the PHI report) 

 

Thank you for inviting The Royal Australian and New Zealand College of Psychiatrists (RANZCP) to 
provide comment to the ACCC in regard to its annual report to the Senate containing an assessment 
of ‘any anti-competitive or other practices by health funds or providers which reduce the extent of 
health cover for consumers and increase their out-of-pocket medical and other expenses’.   

 

RANZCP remains highly concerned that health funds continue to fail to adequately communicate to 
consumers that many policies exclude psychiatric care, and what the consequences of these 
exclusions are. Psychiatric cover is an important part of private health insurance as a way of 
protecting consumers and supporting the Australian health system. Those with mental illness are 
amongst the most vulnerable and disadvantaged in the Australian community and appropriate cover 
needs to be available, accessible, and well defined for those who chose to take out private cover.   
 
RANZCP is further concerned that some health fund policies continue to impact negatively on the 
quality of clinical care. While a desire for cost effectiveness is understandable and indeed desirable in 
an environment of limited health resources, practitioners have noted that they are sometimes placed in 
the invidious position in which their attempts to manage patients with very complex needs attracts 
adverse attention or disadvantages or disrupts the psychiatric care of patients. Specific examples 
include policies that have the potential to limit the length of hospital stays, and unclear policies in 
regard to gaps and fees relating to Visiting Medical Officers’ (VMO) services rendered.   
 
In regard to hospital stays, hospitals can be told that their length of stay averages are too long and 
thereby they will attract lower rates of remuneration from health funds, thus exerting pressure on 
psychiatrists to shorten the length of hospitalisation. In these situations, patient management is at risk 
of being driven by financial constraints as opposed to clinical need.  Although the RANZCP Code of 
Ethics (section 3.14) states that psychiatrists should not allow commercial or financial agreements to 
adversely impinge on clinical judgement, in practice this remains a significant pressure point.   
 
Private psychiatric hospitals and health services are not currently obliged to inform incoming 
admissions of the gaps or fees charged by VMO psychiatrists. This deficiency impacts negatively on 
consumers being able to make clear decisions regarding giving informed financial consent to 
treatment. It would be more reasonable and less confusing for the patient if the hospital were obliged 
to pass on the fee structure of the proposed treating VMO at the same time that the hospital is 



 

 

explaining what costs and fees are involved with admission for hospital health care. Whilst is 
acknowledged that there is difficulty in managing the multiple fee ranges that may be charged, it is 
strongly believed that more could be done to assist patients in providing information on this matter.  
The present situation whereby patients who are often acutely mentally ill and at a time of crisis have to 
discuss fees with their consultant psychiatrists appears unreasonable and unjust.   
 
On a more specific point, RANZCP is concerned that Medibank Private does not offer a "No-Gap" 
insurance product for psychiatrist VMO to be able to claim for discharge case conferences for 
inpatients in private hospitals, when every other private health insurer does. It is poor clinical practice 
to discourage case conferencing for complex psychiatric patients in a multidisciplinary environment, 
and is in effect disadvantaging and disrupting psychiatric care for many patients. 
 
The points above highlight that continued regulation and scrutiny of health insurance funds in order to 
protect consumers and support the Australian health system, both public and private, is important.  
Health insurance policies are becoming increasingly complex, and comparison between these policies 
is less transparent and digestible to the consumer. As previously suggested by RANZCP, it is 
recommended that a review of health funds’ psychiatric cover is undertaken with view to improving 
transparency and understanding.    
 
In addition to improved transparency of products, public education is essential to ensure that 
consumers are well informed of what level of cover they may require. In the case of mental illness, this 
includes raising public awareness of the risk factors associated with mental illness, and that symptoms 
can onset at any age. RANZCP would be pleased to assist in the development of educational tools for 
consumers, carers, psychiatrists and health fund providers in this area.   
 
I hope that these comments are helpful in allowing the ACCC to develop its annual report to the 
Senate.  We would also like to note that RANZCP found it disappointing that the short timeframe for 
submissions did not allow for a full and comprehensive response to this matter which is of critical 
concern to our members who interact directly and frequently with private health funds. We would like 
to request advanced notice for the timeline for next year’s response, in order to allow us to consult 
more broadly and intensely with our members in private practice. 
 
If you have any queries, please contact Felicity Kenn via felicity.kenn@ranzcp.org or (03) 9601 4958.   
  
 

 

Yours sincerely 
 
 

 
 
Dr Maria Tomasic 
President 
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