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Prostheses reform key to delivering $1 billion in savings to consumers

Members Health welcomes the release of the Prescribed List Reforms evaluation and
points to the reform process being a very long way from completion.

New analysis shows that a lack of action is driving more than $1 billion a year in
unnecessary costs to consumers of private health.

The just released 2023—24 hospital data by Government shows Australians with
private health insurance continue to pay significantly more for medically implanted
devices than is justified, with prices far exceeding average public hospital
benchmarks.

Private prostheses expenditure totalled approximately $2.48 billion, compared to
$1.38 billion if public sector prices were applied, revealing a $1.10 billion saving
opportunity, or 44 per cent.

“These excess costs are a key and avoidable driver of health insurance premium
increases,” said Matthew Koce, Chief Executive Officer of Members Health, the
umbrella body for Australia’s not-for-profit and member-owned health insurers.

“Despite successive reviews and partial reforms, the data shows the prostheses
pricing gap has not been adequately addressed.”

“Australians are paying higher premiums year after year, and a significant portion of
that pressure comes from inflated prostheses costs, that only government has the
power to fix. Fixing this issue would directly reduce cost pressures on policyholders
and help limit future premium increases for Australians.”

“Mr Koce said the issue is systemic and exposes a fundamental failure in the
Government’s regulatory settings, and that there is a strong case for requiring
multinational device companies to repay unjustified costs.”

“The data points to inequitable pricing that unfairly hurts privately insured patients.”

“Regulatory failure in prostheses pricing is entrenched across the system, not
confined to a handful of procedures. Consumers have a right to question why
government-sanctioned prices remain among the highest in the world.”

The data shows the scale of the problem is widespread. Among the top 30 procedure
groups, private prostheses spending reached $1.89 billion, compared to $1.09 billion
if aligned with public benchmarks, a gap of $806 million, or 43 per cent.


https://www.health.gov.au/resources/publications/final-evaluation-of-the-prescribed-list-reforms?language=en
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In high-volume procedures, the differences are both substantial and consistent. Hip
replacements alone account for more than $100 million in excess costs each year,
while knee replacements add close to $90 million. Spinal fusion procedures
contribute approximately $69 million in additional costs, and pacemaker
implantation more than $50 million, all of which ultimately feed into premiums paid
by consumers.

“These figures provide clear evidence that prostheses reform has fallen short,” Mr
Koce said.

“The persistence and scale of the pricing gap demonstrates that previous reforms
have failed to deliver meaningful change, leaving in place a regulatory framework
that continues to mandate excessive pricing.”

“We still have a system that allows big multinational suppliers to charge significantly
more in the private sector than in the public system for the same devices. That is a
clear case of regulatory failure, and it is consumers who are paying the price.”

Matthew Koce said, “aligning private prostheses prices more closely with efficient
public sector benchmarks and prices overseas represents one of the most immediate
and practical opportunities available to government to ease cost pressures on
Australians.”

“Reducing inflated device costs would directly relieve pressure on future premium
increases, deliver meaningful cost-of-living relief for households, and strengthen the
long-term sustainability and value of private health insurance.”

“Every dollar saved from unnecessary prostheses costs is a dollar that helps keep
premiums lower for Australian families,” Mr Koce said.

“Australians should not be paying a premium for identical devices simply because
they are treated in the private system. This is a clear case of Government led price
discrimination against privately insured Australians.”

Members Health is urging the Government to complete prostheses reform and
ensure pricing reflects efficient, evidence-based benchmarks that deliver fair value
for consumers. The best way to achieve that is through using domestic and
international prices as benchmarks.

Members Health is the national peak body for an alliance of around 20 health funds
that are not-for-profit or part of a member-owned group, regional or community
based. They all share the common ethos of putting their members’ health before
profit. Our funds represent the interests of more than 5.4 million Australians.
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If public pricing was used in the private health sector, potential savings exceed $800,000 in
the top 30 DRGs by private use. For all DRGs, in total, around $1.1 billion per annum would

be saved.

Procedure Difference |Difference |Annual Saving
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Procedure

Difference |Difference |[Annual Saving
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Top 30|[$304,369
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Source:

NHCDC Public Sector 2023/24, AR-DRGv11 (IHACPA)

https://www.ihacpa.gov.au/resources/national -hospital-cost-data-collection-public-sector-2023-24

PHDB Benchmark Data 2023/24, AR-DRGvi11 (DoHDA)

https://www.health.gov.au/resources/publications/phdb-annual-report-2023-24?language=en
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