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hirmaa - Snapshot

• Peak body for 22 Not-For-Profit, Member 
Owned and Community Based health 
insurers.

• Estimated that nearly 40% of hirmaa fund 

members live in regional or rural areas. 

• Over 80% of all policies sold by hirmaa
insurers have no exclusions or restrictions.

• As a group, hirmaa insurers are growing 
their membership much faster than the 
industry average.

• hirmaa insurers have very strong 
membership retention rates and generate 
far fewer complaints to the Ombudsman 
than market share.

hirmaa‘s 22 member funds

St Lukes Health – Launceston, TAS

Healthcare Insurance – Burnie, TAS

Health Partners – Adelaide, SA

Police Health - Adelaide, SA

Mildura Health Fund – Mildura, VIC

Latrobe Health Services – Latrobe Valley, VIC

Defence Health – Melbourne, VIC

Navy Health – Melbourne, VIC

Peoplecare – Wollongong, NSW

Westfund – Lithgow, NSW

Phoenix Health – Newcastle, NSW

Cessnock District Health Fund – Cessnock, NSW

Teachers Health Fund – Sydney NSW

Reserve Bank Health Society – Sydney, NSW

Transport Health – Sydney, NSW

rt health fund – Sydney, NSW

Nurses & Midwives Health Fund – Sydney, NSW

ACA – Sydney, NSW

Doctors Health Fund – Sydney, NSW 

CUA – Brisbane, QLD

Queensland Country Health – Townsville, QLD

TUH – Brisbane, QLD



Gold/Silver/Bronze - Background

• Minister Ley had expressed:
– Concern over private health insurance premium growth (all 34 health 

insurers forced to re-submit as part of 2016 premium round)

• At the same time, Minister Ley was saying she wanted to:
– Set a higher minimum standard of hospital cover (no to ‘junk policies’).

– Move to a rigid and simplified three tier hospital product G/S/B 
classification model that may include elimination of all restrictions.

• This may include elimination of restrictions such as limiting psychiatric care and rehabilitation 
to public hospital only treatment.

• Does a no ‘junk policy’ mean coverage may be included across all three product tiers for 
psychiatric care and rehabilitation in the private hospital setting?



PHMAC
On 8 September 2016 PHMAC was established to examine all aspects of private health insurance and 
provide government with advice on reforms

Members

• Jeff Harmer - Chair

• Consumers Health Forum - Mr Tony Lawson 

• COTA - Mr Ian Yates AM 

• Private Healthcare Australia - Dr Rachel David 

• hirmaa - Mr Matthew Koce 

• Australian Private Hospitals Association - Mr Michael Roff

• Catholic Health Australia - Mr Toby Hall 

• Day Hospitals Australia - Ms Jane Griffiths 

• Australian Medical Association - Ms Anne Trimmer 

• Royal Australasian College of Surgeons - Mr Philip Truskett AM 

• Allied Health Professions Australia - Mr Marcus Dripps

• Medical Technology Association of Australia - Ms Andrea Kunca

• Independent expert - Mr Garry Richardson.



Gold/Silver/Bronze - Background

• At a superficial level, simplification of product 

design sounds like a good idea. In practice, like 

most reforms in health, it is incredibly difficult.

• Government set the criteria for a complying health 

insurance product (CHIP). So what is the definition 

of a ‘junk policy’?



Simplifying PHI product categories

Key concerns for hirmaa

Will the establishment of 3 rigid and exclusive product categories:

• Meet the expectations, divers, needs and circumstances of consumers?

• Damage innovation and consumer choice?

• Drive up the cost of premiums?

• Really be able to reduce complexity?

Will positive benefits flowing from less complexity outweigh any impact of premium increases?

• If Bronze becomes the minimum qualifying product and must cover more services, such as rehabilitation 
or psych in the private setting, then realistically, can there be a tangible differentiation between policies 
on price?

• How price sensitive are consumers? Are consumers really willing to pay more for a mandated higher 
level of minimum cover?

• What impact would higher premiums have on private health insurance participation? If a price increase 
triggers even a small percentage of younger, fitter and healthy policy holders drop cover, what does 
that mean for the insurance pool and in particular risk equalisation?



Risk Equalisation

Risk equalisation makes up around $750 per adult and 
can represent 70% of the total premium on a basic 
policy.

If the industry loses younger policy holders on basic 
policies then premium costs go up for everyone.

Need to grow the pool with younger policyholders to 
improve affordability for everyone.



Importance of demography
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Complexity???

Who says complexity is a first order issue? Where is the 

evidence?



hirmaa customer satisfaction research



It is affordability stupid!
Isn't affordability the key concern among policyholders.

– Isn't affordability driving downgrading and isn’t affordability the driver of 
complexity as consumers struggle to retain health insurance and funds 
innovate new products to meet their expectations?

– Isn't affordability is the primary barrier to participation, not complexity

Affordability is particularly an issue for the 
younger age cohort wrestling with housing
affordability, student debt and stagnating wages
growth.

Is affordability driving us towards a cliff and could
G/S/B push the industry over the edge if poorly 
designed or poorly implemented?



Policyholder growth.



What does all the hirmaa survey data tell us?

• The majority of consumers join a health fund for peace of mind and 

they like private health insurance but it is increasingly becoming 

unaffordable.

• Therefore how we address affordability is critical, especially in light of 

the declining value of the Australian Government Rebate.



Can one size fit all in PHI

• Can a G/S/B help us avoid that cliff or will it push us over it?

– Is it individual consumers or government that are best placed to decide what 
cover best meets their needs? Arbitrarily mandating change that consumers 
may not desire carries significant risk and knowing what consumers really want 
is difficult.
• If restrictions go, then should psychiatric care in the private setting be 

mandated for all levels of cover? Rehabilitation? What about pregnancy? 
Coronary? …… 

– Can the real world consequences of a change to a rigid G/S/B be accurately 
predicted?
• Adverse selection (Could Bronze or Silver be more expensive than Gold)
• Risks of poor communication
• Risks of politicisation by minor parties, independents, the Opposition…

Can this reform address health service provider costs like Specialists out-of-
pockets and if not how will consumers process that?



Alternatives
Perhaps the existing basic, medium, top and public hospital product categories can simply be re-badged with:

– Clearer and more consistent clinical definitions (PHMAC Clinical Definitions Working Group is doing this 
work).

– Better standards of/platforms for communication (PHMAC Information Provision for Consumers Working 
Group is doing this work).

• Enhancing www.privatehealth.gov.au to improve consumer navigation.

• Operations of comparator websites such as iselect.

• Improved consistency around product disclosure and terminology by all private health insurers so it is easier to 
compare policies between funds.

Is a rigid Gold/Silver/Bronze really needed given the current system is flexible i.e. community rating, portability and 
limitations on waiting periods such as 2 months for mental health.

Or what about an ópt-in’ system:
– A Bronze/Silver/Gold product suite could be available alongside other private health insurance products.

• Lower risk, does not limit consumer choice, is not detrimental to innovation yet provides guidance to 
consumers.

• Allows consumers to compare like with like.
• Consistent with other industries i.e. MySuper. 
• But does it adequately address complexity? Could it exacerbate complexity?
• Still have the challenge of deciding what services are in and what services are out in each of the 

three product tiers.

http://www.privatehealth.gov.au/


Risks of getting this wrong

We don’t want to 

end up back to 

the future



Take away message

• At the end of the day, the Minister must sign off on a G/S/B product suite. The 

Minister will need to take responsibility for any premium increase and will own 

all the political risk.

• For all its faults, the premium approval process provides protection.

• The Minister will not want to introduce any reform that negatively impacts 
premiums or drives consumers out of private health.

With over 40% of all procedures taking place in the private setting and PHI directly 
contributing over $1 billion in benefits to public hospitals, even a small decline in PHI 

participation could have a massive impact on the already overstretched public health 
system.


