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Orders of Relerence

Dail Eireann

yil il, 1993:
Ordered:

(1) That a Select Committee
consisting of 7 Members of Dail
Eireann (none of whom shall be a
member of the Government or a
Minister ol State) be appointed to
be joined with a select committee io
be appointed by Seanad Eireann to
form a Joint Committee (which
shall be called the Joint Committee
on . Commercial State-sponsored
‘Bodies) to examine -

- (a) the Reports and
. Accounts and overal]
operational  resulls,

and
(b) -in the light of the

reports  published
pursuant Lo
subparagraph (a), the
common issues
relating to Board
responsibility,
structure and
organisation,
accountability and
financing, together
with the relationship
with central
Government and the
Houses of the
Oircachtas

of State-sponsored Bodies engaged

in trading or commercial activities

referred to in the Schedule hereto

and to report thercon to both
Houses of the Oireachtas and 1o
make recommendations where

appropriate.

(2) That, after consultation with the Joint
Committee; the Minister for Finance
may include from time to time the names
of further State-sponsored Bodies in the
Schedule and, with the consent of the
Joint Committee, may delete from the
Schedule the names of any bodies.

(3) That, if so requested by a State-
sponsored Body, the Joint Commitice
shall refrain from publishing confidential
information regarding that Body’s
activities and plans.

(4) That the Joint Committee shall have
power to send for persons, papers and
records and, subject to the consent of the
Minister for Finance, to engage the
services of persons with specialist or
technical knowledge to assist it for the
purpose of particular enquiries.

(5) That the Joint Committee, previous
to the commencement of business, shall
elect one of its members to be Chairman,
who shall have only one vote.

(6) That all questions in the Joint
Committee shall be determined by a
majority of votes of the members present
and voting and in the event of there
being an equality of votes the questicn
shall be decided in the negative.

(7) That the Joint Committee shall have
power to print and publish from time to
time minutes of evidence taken before it
together with such related documents as
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it thinks fit.

(8) That every report which the
Joint Committee proposes to make
shall, on adoption by the Joint
Committee, be laid before both
Houses of the Oireachtas forthwith,
together with any document relating
thereto which it proposes to
publish, whereupon the Joint
Committee shall be empowered to
print and publish such report and
the said document, or documents
as the case may be.

(9) That four members of the Joint
Committee shall form a quorum, of
whom at least one shall be a
member of D4il Eireann and at
least one shall be a member of
Seanad Eireann.

SCHEDULE
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1. Summary of Conclusions and Recommendations

Summary of Conclusions

Background
The Voluntary Health Insurance Board * (VHI) was set up in 1957 in order to:

@ provide health insurance for those not entilled to free services under the
Public Health Acts;

® cncourage people who did have such entitlements lo provide for themselves
and thus alleviale the burden of health care on the Exchequer. (Paragraph
2.3)

The VHI was structured as a virtual monopoly supplier of health insurance on a
community rating basis to the population. The VHI has its own Board of Directors
but its autonomy is heavily circumscribed by the Minister for Health. (Paragraph 2.6)

The VHI’s schemes of insurance have evolved over the years. At present the VHI
offers {ive main Plans providing free care in a range of private and public hospitals.
(Paragraphs 2.7 to 2.13 and 2.15)

The Joint Committee notes that the higher level Plans, which cover accommodation
in the "high tech" privale hospitals are not subsidised by the lower level Plans.
(Paragraph 2.14)

A major drawback with the VHI’s insurance plans is that it has not been possible to
get agreement [rom consultants on a schedule of {ees so that, in many instances, VHI
subscribers are not [ully indemnilied. (Paragraph 2.16)

Note *

The V1II's financial year ends at the end of February of each year. In this report references to
VIII data for a particular year should be understood to refer to the twelve months ending at the
end of February of that year.




1.6

1.7

1.8

1.9

1.10

1.11

1.12

1.13

Membership of the VHI

VHI membership has grown enormously and now accounts for about one in three of
the population. A high proportion of the higher socio-economic groups are members
of the VHI, but most members are from the middle income groups. (Paragraphs 3.1
to 3.6)

Against expectations, younger people, who are less at risk of illness, are
proportionately represented amongst the VHI membership while older people, who
are more at risk, are under-represented. (Paragraphs 3.7 and. 3.8)

Surveys indicate that the reasons for membership of ‘the VHI are related to the desire
for speedy access to health care when needed. (Paragraph 3.11)

Relations Between the VHI and the Public Sector

The VHI plays a major role in diverting demand from the public hospitals to private
hospitals and contributing to the public hospitals through paying for VHI members
treated in paybeds in public hospitals. (Paragraph_s__4.1_ to 4.3) . -

The 1957 Act conferred extensive powers over the VHI on the Minister for Health
including the power to appoint Directors and the power to determine the VHI's
schemes of insurance. The Minister also has de facto control over premiums and
reserves of the VHI. (Paragraphs 4.4 to 4.7)

The Joint Committee is concerned that the use of these powers has not always been
consistent with the VHI’s need for a stable financial environment in which to plan its
development. (Paragraphs 4.9 to 4.11)

The allowability of health insurance subscriptions against income tax has been
crilicised by many bodies, but the Joint Commitiee believes that it helps sustain
demand for health insurance. (Paragraphs 4.17 10 4.20)

Financial Performance of the VHI

The VHI’s claims’ disbursements have grown explosively over the'last thirteen years
as a result of a number of factors including general medical inflation. (Paragraph 5.1)
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The VHI has usually been profitable but there were significant losses in 1988 and
1989 which have resulted in a level of reserves below those required of general
insurance companies. The VHI expects 1o attain this level of reserves next year by
which time they will be obligatory on the VHI. (Paragraphs 5.3 to 5.7)

The VHI’s own costs of operation are small as measured by the administration ratio
and there has been a consistent upward trend.in productivity. (Paragraph-5.10)

The increase in the underwriting loss in each year since 1990 is, however, a cause
of concern and reinforces the need for ongoing control of costs by the VHI and by
consultants and hospitals. (Paragraph 5.17)

Relations with Consultants and Hospitals

There is considerable demand amongst VHI subscribers for total indemnity against
consultants’ fees and it is the VHI’s policy 1o attain total indemnity. At the moment,
65% of consultants have agreed 1o it, i.e. are "participating” consultants. (Paragraph
6.7)

The Joint Committee believes that the principle of total indemnity is desirable and that
steps should be taken to encourage all consultants to become participating. (Paragraph
6.8)

The Joint Commitiee received strong representations from the private hospitals that
the VHI is exerling unreasonable pressures on them to contain costs. (Paragraphs 6.15
to 6.18)

The Joint Committee is concerned that the VHI has been excessively restrictive in not
permitting the development of private hospital facilities in the mid west. (Paragraph
6.21)

The Joint Committee acknowledges that the private hospitals are in"a potentially
difficult situation but the Joint Committee would not accept the hospitals’ proposal
that the VHI abandon its current regime of cost control. (Paragraph 6.25)

The Department of Health has been increasing paybed charges rapidly in recent years
and proposes to raise them further in the future. The Joint Commitlec is concerned
that the effect of this on the level of subscriptions may deter VHI subscribers from
atiending public hospitals. (Paragraph 6.36)
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The VHI has developed a number of policies and computer-based systems for
encouraging the most cost-cffective methods of care such as day surgery and shorter
stays in hospital. (Paragraphs 6.37 10 6.40)

Competition and Community Rating

The Joint Committee believes that in the open market for health insurance which will
follow in 1994, community rating, the principle that all VHI subscribers pay the same
subscription irrespective of age, will be driven out by competition. (Paragraph 7.6)

It is understood that community rating could be preserved through the use of a
financing mechanism which would channel compensation 1o insurers covering older
subscribers {rom insurers covering younger subscribers. (Paragraph 7.10)

Future Development of the VHI

The new competitive regime coming in 1994 will require major changes in the
legislation governing the VHI, as well as in the structure and organisation of the VHI
itself. (Paragraph 8:1) - T T



S|

1.27

In

5

Summary of Recommendations

light of the [oregoing, the Joint Committee makes the following

recommendations:

¢))

)

€)

@

&)

(6)

Membership of the VHI

The Joint Committee recommends that the VHI resume the practice of
publishing socio-economic inlormation about its membership in the interest of
public information. (Paragraph 3.3)

Relations between the VHI and the Public Sector

The Joint Committee believes thal, especially with the coming of an open
market for health insurance in 1994, the Department’s powers over the VHI
will need to be exercised within the context of a medium term planning
framework so that the VHI, and other health insurers, can plan their
development in an orderly way. (Paragraph 4.9)

The Joint Committee believes that in the open market for health insurance the.
Minister for Health will have to adopt an "arms length" posture vis @ vis the
VHI and assume regulatory powers for the emerging health insurance industry
in general. (Paragraph 4.16)

A number of official reports have called for the abolition of the VHI tax
allowance. But the Joint Commitiee believes that it is an imporlant aid to
membership and strongly supports its continuation. (Paragraph 4.20)

Relations with Consultants and Hospitals

There is considerable demand amongst VHI subscribers for total indemnity
against consultants’ fees and the Joint Committee endorses the VHI’s policy
to attain total indemnity. At the moment, 65% of consullants have agreed to
it, i.e. are "participaling" consultants. (Paragraph 6.8)

The Joint Committec believes that the VHI should publicise the names of
participating consultants throughout its membership. (Paragraph 6.12)
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The Joint Committee would not endorse’ an “attempt to regulate consultants’
fees by law. It recommends the appointment of an independent
assessor/ombudsman who would help determine reasonable levels of
remuneration for consultants. Similar procedures are proposed for dealing with
hospital claims and licensing of facilitics and equipment and it is desirable that
the same person should deal with all three procedures. (Paragraph 6.14)

To help determine reasonable rates of reimbursement for the privale hospitals,
and to assist the resolution of other disputes with the VHI, the Joint
Commitiee recommends an independent assessment procedure broadly along
the lines of the procedure for consultants proposed above. (Paragraph 6.27)

The Joint Committee recommends that charges for private beds in public
hospitals should maintain their present relationship to private hospital charges
and that the Department of Health should not aim to charge thé "full economic
cost" of paybeds to private patients. (Paragraph 6.36)

The VHI has suggested that there should be some official licensing system for
new medical equipment and hospitals, ‘including public hospitals so as to
prevent proliferation. The foint Committee-believes-that there is a case for

= “such a system and proposes that this should be done by the indépendent

(11)

(12)

(13)

assessor/ombudsman proposed for dealing with claims from consultants and
private hospitals. (Paragraph 6.38)

The Joint Committee endorses the VHI’s proposals to encourage peer review,
to strengthen its information systems for monitoring cost patterns amongst
hospitals and consultants and to help hospitals to improve their own
information systems. (Paragraph 6.39)

Competition and Community Rating

The Joint Commiltee believes that community rating should be preserved as
much as possible in order that vulncrable groups, i.e. the elderly, should not
be exposed to large increases in subscriptions. (Paragraphs 7.8)

The Joint Committee therefore endorses the Government’s policy to set. up an
equalisation mechanism to preserve the benefits of a competitive market and
community rating. (Paragraphs 7.13)
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The Joint Committce believes that it would be desirable for the Department
of Health to retain powers to enable it 1o intervene to control the level of
premiums should it ever appear that medical inflation is getting out of hand.
(Paragraph 7.16) '

Future Development of the VHI

The Joint Commitice recommiends that the VHI should not become involved
in the ownership or operation of hospitals save for compelling competitive
reasons. (Paragraph 8.7)

However, the scope of the activities of the VHI should be extended to cover
a variety of health insurance-related activities such as preventative health
programmes, "cash schemes", holiday insurance and other related services.
(Paragraph 8.9)

The Joint Committee recommends that the VHI should become a state
company incorporated under the Companies Acts. (Paragraph 8.10)

The Board of Directors should be incn_eased to nine members, most of whom
should be representative of members’ interests. (Paragraph 8.11)

The Joint Committee recommends that the VHI review its organisation and
personnel with a view to changing from a monopoly to a competitive
organisation in an open market. (Paragraph 8.12)
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2.2

2. Background

Advisory Body on Voluntary Health Insurance

The Health Act of 1953 extended free and subsidised state health services to a large
proportion of the public. For those incligible for these services a number of efforts
had been made to provide private health insurance on a commercial basis. These
proved unsuccessful. Schemes organised by a number of Friendly Societies proved
more durable. But their schemes were either limited to certain occupational groups
or, il more generally available, were restricted in the benefits which they provided.
However, there remained a perception in official quarters that voluntary health
insurance was desirable in principle and in 1955 the Minister [or Health set up an
"Advisory Body on Voluntary Health Insurance Scheme". The Advisory Body was
asked to find out if it would be possible to establish a self-financing voluntary health
insurance scheme and if so, how.

The Advisory Body reported in 1956. It recommended certain principles which were
incorporated in the legislation and which hold good up to today:

1 A voluntary health insurance scheme against the cost of "major and
unforeseeable" medical costs (mainly those of hospitalisation, including
maternity) was[easible: - ’

2 The premiums should be based on community rating, as opposed to risk
rating, which would weigh heavily on the elderly.

3 Insurance contracts would be renewed annually. It was recognised by the
~ Advisory Body that this would allow young people 1o opt out of the scheme
in their early years when their medical expenses would tend to be low.
However, the Advisory Body felt that this form of "adverse selection", would

not be sufficient 1o threaten the viability of the scheme.

4 As the private sector appeared unwilling or unable to operate the scheme, the
Advisory Body advised that the Government should undertake the
responsibility.

5 However, the Advisory Body felt that the scheme would be more attractive if

it was administered by an organisation separate [rom the Government. It
therefore recommended the establishment of a non profit-making body
corporate with a Government financial guarantee for the initial years at least.

6 Given the narrow spread of business to be conducted by the new organisation,
the onerous statutory capital requirements for non-lile insurance companies,
and the existence of the Government guarantee, the Advisory Body
recommended that the organisation should be exempt from the Insurance Acts,
1909-36.
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The 1957 Voluntary Health Insurance Act

The Advisory Body completed its report in 1956 and it was largely accepted by the
Government. In 1957 the Voluntary Health Insurance Act (hereinafter referred 1o as
the 1957 Act) was passed. In introducing the Bill, the Minister for Health siressed
that. while aimed at those not entitled to free public health services, the Board would
be expected to attract subscribers from among those with such entitlements. The
Minister’s view was that this would encourage self-reliance and divert to the private
sector some of the cost to the Exchequer of the expanded public health services.

The Voluntary Health Insurance Act is brief, comprising no more than 27 Sections,
the bulk of which are of a technical character. The significant sections provide that:

1 The Voluntary Health Insurance Board ("VHI") is to have the organisation
of 'a body corporate with no share capital (Section 3).

2 The VHI is to draw up medical insurance schemes to cover such proportion
of such medical expenses as the Minister specifies from time to time. (Section
4 (1)

3 The VHI can make other medical insurance schemes as it thinks fit, subject

to the approval of the Minister. (Section 4 (2))

4 The VHI’s revenues should be sufficient, but only sufficient, to cover its
expenses and make "...such allowance as it thinks proper for reserves...",
taking one year with another. (Section 4(4))

5 The members of the Board of the VHI are to be appointed by the Minister.
{Sections 5 and 6)

6 With certain exceptions, no organisation is permitted to provide health
insurance without a licence from the Minister (Section 23). The exceptions
are:

the VHI;

Friendly Societics engaged in medical insurance before the passing
of the Act;

existing health insurance contracts;

schemes organised by trade unions.

Although not explicitly recommended by the Advisory Body, it seems to have been

gencerally understood at the time of the Act that the country was oo small for more

than one health insurance organisation. Hence the restricled number of exceptions to
the requirement to have a licence. Since the passing of the Act, the policy of
successive ministers has been to refusc licenses to organisations seeking 1o provide
insurance against medical cxpenses. Since a number of the schemes which had
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qualified as exemptions to Section 23 have lapscd since 1957, the situation today is
that there are about a dozen licenses outstanding, most of which were in existence in
some form prior 1o 1957. These cover-about 50,000 persons.

In summary, what emerged from the Advisory Body’s Report, [rom the 1957 Act,
and from market developments and policy in the 1950s was an organisation,
essentially commercial in nature, though with a virtual monopoly of the market,
offering health insurance on a community rating basis, with a financial framework
similar to that of a Friendly Society, but largely controlled by the Minister for
Health.

Development of Schemes of Insurance

The schemes of insurance offered by the VHI have evolved over the years in response
to a variety of factors including market demand, the availability of services in the
private sector, the scope of public health entitlements, specific requests by Ministers
and the need to contain costs. Following the recommendations of the Advisory Body,
the VHI began with a scheme comprising three plans covering treatment in,
respectively, a public ward, a semi-private room and a private room. These plans
were confined to in-patient hospital and consultant charges .and fees, exclusive of-

- maternity care, and to medical and surgical appliances.

In 1962, the Board replaced this scheme with the Unit System. Under this scheme,
subscribers could clect from one to twelve units of ‘each of two types of unit, one of
which (Unit M) provided for hospital maintenance charges, and the other (Unit T) for
treatment charges (comprising consultants’ fees, drugs, medicines, X-rays, etc). The
coverage for treatment and maintenance could be purchased separately. The rationale
for this approach was that VHI subscribers could choose the amount of care that they
needed (or were able to pay for). Also many VHI subscribers had eligibility for free
hospital maintenance and ancillary services under the Public Health Acts and the
flexibility of the Unit System enabled them to buy cover for doctors’ fees.

The VHI’s schemes were aimed at alleviating the high cost of health care which, of
course, are those associated with stays in hospital. This led to criticisms that the
Board’s schemes werc promoting a tendency on the part of the insured (and their
medical advisers) to demand overnight stays in hospital, even when adequate
treatment could be given on an out-patient basis. In response to these criticisms, in
1967, the VHI initiated an out-patient scheme which covered general practitioner and
specialist services and a number of other expenses incurred outside the hospital. This
scheme was available only to subscribers to the hospitalisation scheme ‘and at
additional cost. Subsequently, in 1973, the Board extended coverage to a number of
surgical procedures where the subscriber did not stay overnight in hospital.
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In 1979, the VHI introduced a new scheme of premiums and benefits. Coverage was
divided into two sections: Doctors’ Fees and Hospital Plans. 1n the Doctors’ Fees
section subscribers had to purchase 14 units of cover and could purchase more. The
minimum of 14 units was selected because, according to the VHI, it was considered
adequate to cover professional fees in most instances. The Hospital Plan section
covered hospital charges and subscribers could elect for one of three different levels
of benefit (Plans A,B or C). In addition, day surgery and a number of out-patient
benefits and prescription drugs were also included in the Hospital Plans (as opposed
lo being optional extras as before}. Also included for the first time was Maternity
Benefit. :

The Doctors’ Fees section could be purchased independently of the Hospital Plan in
which case il was known as the "Public Ward Scheme". The Public Ward Scheme
was introduced at the request of the Minister for Health in order to cater for those
subscribers who had entitlement under the Health Acts to free maintenance, but not
consultants’ fees, in a public ward.

The essential difference in the 1979 scheme, as opposed to the old Unit Sysiem, apart
from an extension in thc number of benefits, is that it marked a step toward total
indemnity. Under the Unit System, subscribers had 1o constantly update the number
of units in order to ensure that they were fully covered. Many [ailed 1o do so with the
result that they found themselves confronted with balance bills to cover the uninsured
part of their hospital charges and consultants’ fees. The new system offered total
indemnity for hospital and ancillary charges. It did not offer total indemnity for
doctors’ fees however.

Developments Since 1979

Since 1979 there have been a number of important developments in the Board’s
schemes. In 1986 two so-called "high tech” private hospitals were opened in Dublin -
the Mater Private and the Blackrock Clinic. These offered a number of treatments not
readily available, or not available at all in the existing hospitals. They also operated
at higher cost levels. It was impossible for the VHI to accommodate these facilities
within its existing Hospital Plans, so two new schemes were introduced (the D and
E Plans) offering semi-private and private accommodation respectively, in the two
hospitals. These Plans attracted higher subscriptions. The table below shows the
VHI’s Plans and current subscription rates:
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Table 2.1 VHI Health Insurance Plans and Premiums,
August 1993*
_-—.-.-.-.—-.—_='l
Plan Aduit Child Family of Four Accommodation Hospital
(£) (£) {£) Type
A 140 47 374 | Semi:Private Public n
B 195 71 532 | Private Public
Semi-Private Private**
300 116 832 | Private Private* *
358 141 998 | Semi-Private MP/BC
537 217 1508 | Private MP/BC

Notes:

MP = Mater Private; BC = Blackrock Clinic
* Based on group rates; individual rates are approximately 10% higher.
** Excluding Mater Private and Blackrock Clinic.

A matter of considerable interest to the Joint Commitlee is whether the- higher level
Plans (i.e. D and E), which entitle subscribers to accommodation in the Mater Private

-and' the Blackrock® Clinic, are’'in any way subsidised by the lower level Plans. The

VHI reports that the claims from subscribers to the D and E Plans exceed their
subscriptions. However, the VHI in their response to this question point out that the
major part of the difference in the higher cost of claims by D and E subscribers, as
compared to A, B and C subscribers, is due to the higher average age of the former
and only a small proportion is the result of the cost of accommodation in the Mater
Private and the Blackrock Clinic. In this respect it should be noted that 70% of the
claims from D and E subscribers are in respect of slays in public hospitals or private
hospitals other than the Blackrock Clinic and the Mater Private. At the same time,
B and C Plan subscribers are covered by the VHI for 90% of the cost of stays in the
Mater Private and the Blackrock Clinic. In fact, the VHI states that when each of the
Plans is evaluated on the basis of the age structure of the entire VHI membership, the
procedure appropriate to community rating, the three higher schemes each yield a
surplus over claims, and the two lower schemes yield deficits.

Another innovation since 1979 was the introduction, in 1987, of schemes of insurance
(Plans P and T) against the £10 per diem charge (subsequently increased to £20 per
diem) introduced in the Budget of that year for stays in public hospitals. This charge
is levied on that section of the public which, until then, had entitlements to free stays
in hospitals (i.e. Categories II and 1 under the Health Acts which amounted to about
60% of the population). It should be noted that VHI subscribers to the Hospital Plans
are automatically covered against these charges.
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Total Indemnity

In 1991 the Board partially addressed the problem of limited indemnity for doctors’
fees by the introduction of the "full cover scheme". It negotiated a differential fee
structure whereby doclors who accepted the VHI fee schedule as full payment for
their services to subscribers ("participaling doclors"), received a higher level of
remuncration than those who did not. Subscribers attending these doctors therefore
have 100% indemnity [or both hospital charges and doctors’ fees. Doclors unwilling
to accept the VHI schedule receive a lower payment and are free to charge their
clients additional amounts. As of now 65% of all consultants are participating. (See
Appendix Ili for a list supplied by the VHI of the consultants and specialists
participating in the VHI’s total indemnily scheme)

Finally, reference should be made to the abolition in 1991 under the Programme for
Economic and Social Progress (PESP) of Category Il status.! The present position
is that the entire population are entitled to [ree hospital and consultant care in the
public wards of public hospitals. This actually abolishes one of the raisons d’étre of
the VHI: the provision of insurance [or the cost of hospital care for persons with
limited entitlements under the Public Health Acts. Since everyone now is entitled to
free hospital care, the 15% of thc population who were in Category IIl1 have less
incentive to join the VHI. To restore the rclative altractiveness of private health
insurance, the VHI belicves that it is imporiant to be able to offer total indemnity to
its members.

Risks Not Insured

The purpose of health insurance, and insurance generally, is to prolect against "major
and vnloreseeable" costs. Excluded from the coverage of VHI schemes are:

® dcntal and ophthalmic treatment, _

® services which are preventative in nature such as check-ups and health
screcnings;

® alternative and complementary treatments such as acupuncture, chiropracty
or rellexology;

® ‘"non-curative" treatment, including long term care and maintenance.

® cosmetic surgery and procedures relating to infertility or contraception;

@ infectious discases (which are treated {ree by the state in special hospitals).

! Stationery Office. Programme for E¢ondinic and Social Progress. 1991.
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3. Membership of the VHI

Growth of VHI Membership

The VHI commenced business in 1957 and membership rose steeply in the years
immediately following (see Figure 3.1 below). The Advisory Body had estimated in
its report that there were 450,000 persons with limited entitlements under the Health
Acts who would be the "primary market" for the VHI. Within 5 years membership
had reached 140,000 or the equivalent of nearly one third of the primary market - a
remarkable penetration within such a short period of time. During the 1960s and
1970s, growth continued at a rapid rate nearly trebling by the end of the 1960s and
doubling again in the 1970s at which point one person in four in the population was
covered by VHI insurance.

During the 1980s the rate of growth slowed down. Nevertheless, in the last thirteen
years, the number of persons covered by the VHI’s main schemes of insurance has
increased by 60% and the VHI now covers almost one in three persons. Considering
the major changes which are now about to take place in the market for health
insurance, and the need for appropriate responses by the 'VHI and the Department of
Health, it is highly desirable to know as precisely as possible why people subscribe
to the VHI in such large numbers. In the following paragraphs 3.3 to 3.8, available
socio-economic data on VHI members are reviewed while the paragraphs aiter that
consider data on why people join the VHI.

Composition of VHI Membership

Socio-economic statistics on the VHI’s members was published by the VHI on a
regular basis in its annual reports up to 1984, at which point their publication ceased.
The Joint Committee feels that this information helps public understanding of the role
and performance of the VHI and recommends that it should resume the practice of
publishing a range of relevant socio-economic indicators.

Since 1984 the only supplementary information on members published by the VHI is
their average age. Currently, this is 32.5, having increased [rom 30.1 seven years
ago. The average age of VHI members is therefore rising at about one third of a year
per annum. The implications of this for the future funding of the VHI are adverted
to at paragraph 5.8.
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The only other socio-economic information on the VHI’s members which has been
provided since 1984 was collected through a sample survey undertaken by the
Economic and Social Research Institute (ESRI) in 1987 as part of a wide ranging
study of health of health services utilisation in Ireland 2. This provides
a more up to date and fairly comprehensive profile of the membership body.

While it is true that the "typical" VHI member belongs to the professional and white
collar social classes, enjoys a relatively high income, holds Category I status (or did
so until the Category was abolished) and is in the active age group (say 35-54), the
ESRI data reveal that there are significant exceptions to this.

1 The majority of Category Ilf members (74.1%) are members of the VHI, but
a fairly high proportion (25.9%) are not, considering that this Category was
liable for consultants’ fees. (see Table A.1 in Appendix II)

2 A relatively high proportion (32.6%) of Category 1l who have entitlements to
free hospital treaiment are, neverlheless, members of the VHI. This group
constitute the majority (59.8%) of the VHI's membership. (see Table A.1 in
Appendix II)

3 There is a close association between income, when this is adjusted for family
size, and membership of the VHI. Nevertheless, 25% of the top 10% of the
-population ‘in income-adjusted lerms are not members of the VHI. About 7%
of the bottom 10% are VHI members. (see Table A.2 in Appendix II)

4 As might be expected, there is a clear positive association between social class
and VHI membership. But once again, there are significant numbers of the
higher categories who do not have VHI cover (e.g. 30.8% of "Higher
Professional/Managerial"} and significant proportions of the lower categories
who do (e.g. 14.9% of "Skilled Manual"). (see Table A.3 in Appendix 1)

Examining VHI membership by reference to age reveals another important fact (see
Table A.4 in Appendix II). While about 9.8% of the population are over the age of
64, only 6.3% of VHI subscribers are in that age category. In other words, there is
an under-representation of the elderly by about one third. The under-representation
of the elderly in VHI membership is contrary to the natural expectation that old
people, with a high incidence of illness, would be more likely to take out health
insurance than younger age groups. The same logic would suggest that the young
would be under-represented but in fact the table shows that they are about
proportionately represented among VHI subscribers.

1 Brian Nolan, The Utilisation and Financing of Health Services in Ireland, Economic and Social Resenrch Institute, General Research

Series, Paper No 155, Dublin, 1991,
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The obvious explanation for the lower participation ol the elderly is that being on
retirement incomes they cannot afford health insurance. However, there are other
factors which help to explain the apparent lower participation of the elderly and the
proportionate participation of the young:

1 The clderly are survivors from a time when total participation in the VHI was
low (i.e. the 196(0s) and when far fewer people of all socio-economic
categories participated.

2 Simple membership of the VHI is probably not a fully accurate measure of
participation. Allowance should be made for the type of membership. In fact,
young people tend 1o opt for the lower insurance plans and older people for
the higher ones..

3 Some allowance also has 10 be made for the efiect of the other licensed health
insurance schemes, notably those of the ESB and the Gardai. These may have
some share of older age groups or higher socio-economic categories which,
if added to those in the VHI, might make participation in health insurance
schemes in general more in line with the a priori expeclations mentioned in
paragraph 3.8.

Reasons for VHI Membership

The ESRI study examined trends in VHI membership and in addition in 1990
conducted a spccial questionnaire survey in an additional effort to identify the reasons
why people join the VHI. In the case of the membership data, the ESRI informally
associated the increases over the years with changes in incomes and in the cost of
subscriptions. During the 1960s and 1970s, rapid growth in membership of the VHI
appears o be cxplicable in terms of rapid growth in disposable incomes. In the 1980s,
the growth'in disposable incomes slowed down but membership of the VHI continued

rising, albeit al a diminished rate. Nevertheless, by the end of the decade,

membership had increased by over one third. This is a very large increase considering
that during the 1980s:

o Disposable incomes had risen by only 15% in real terms.

o The cost of subscriptions (as crudely measured by total subscriptions revenue
divided by total membership) had risen by 250% in real terms.

. Entitlement to hospital services had been extended to Category Il in 1979.
In explaining the relatively rapid increase in membership in this period, the ESRI
adduced the following explanations:

1 Due to the large increase in the marginal rates of income tax during most of
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this period, the real cosl of VHI subscriptions for many classes of subscribers
probably changed very little.

2 Restrictions in the availability of public health services, which the ESRI
claimed were reflected in the decline in numbers of acute hospital beds and
the fall in the real value of spending on hospitals, prompted individuals to take
out health insurance.

3 Eligibility for public health services is not a very strong explanation, in
statistical terms, of membership of the VHI: the ESRI’s researches show that
factors such as social class and income are more significant. Consequently the
improvement in eligibility in 1979 would not have been likely to have had
much effect. In any case, the VHI responded to the improvement in eligibility
in 1979 with improvements in its own schemes.(See Paragraphs 2.10 to 2.12)

The importance of 3.10 (2) above, i.e. access, is emphasised by a survey which the
ESRI carried out in 1990 in order to complement its analysis based on the 1987
Survey. This was a sample survey of 1,000 households asking their principal reason
for subscribing to the VHI. As Table 3.1 shows, the largest majority by far (62.4%)
said that ready access lo hospital care was the main reason. Other reasons, "being
sure of getting good treatment" (9.6%), and being able to choose your own consultant
(7.8%) were relatively insignificant. _ . - -

l Table 3.1 Reasons for Having VHI Cover ||

Reasons for Having VHI Cover Percentage Stating:
"mosl "nexl most "least
important" | imporiant” important”

Being able to have a privale or semi-private 51 8.8 34.0

room in hospital

Being .able 10 choose your own consultant 8.3 17.2 6.6

Being sure of getting into hospital quickly when 62.4 13.9 1.1

you need treatment

Being sure of geiting good treatment in hospital 3.6 26.2 6.3

Being able to get into private hospilals 21 4.4 26.7

Being sure of gettling consultant care 4.7 19.0 5.7

Being able to arrange hospital (reatment for 7.8 10.5 15.5

when it suits you

Tolal 100.0 100.0 95.9

Source: Brian Nolan, The Utilisation and Financing of Health Services in Ireland, Economic and

Social Research Instilute, General Research Series, Paper No 155, Dublin, 1991.
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These findings are complemented by the VHI’s own market research, which in
addition have detected a downward trend in public satisfaction with the public health
services. (see Figure 3.2 below)

Future Market Potential

The VHI, in its submission to the Joint Committee in 1991, stated its belief that with
one in three persons in the country covered by its plans, it had achieved virtual
“saturation” of the market. The ESRI’s data tends to suggest that as of the time of its
survey, 1987, there was still some scope for expansion amongst the former Categories
[T and III. In fact, between 1987 and 1991 there was. a further increase in the VHI’s
"penetration rate" from 28% to 33%. Indeed, since the VHI’s submission in 1991,
there have been further increases in the absoluté and relative number of VHI
subscribers. This suggests that, although rapid increases in the VHI’s membership in
the future are unlikely, the "market” for private health insurance may be bigger than

'Is commonly thought.
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4. Relations between the VHI and the Public Sector

The VHI’s Role in the Health Services

Figure 4.1 below shows the role of the VHI, and private health care, in the financing
and provision of health services in Ireland. The VHI is funded by subscriptions from
VHI members. These are paid out to public hospitals for treatment of VHI members
in pay beds and lo consullants, most of whom work some or all of their time in
public hospitals.. The VHI also makes payments to private hospitals and to GPs and
other specialists outside the hospital system. On the other hand members of the VHI
benefit from the allowability against tax of their premiums. The value of this is
probably something in the region of one third of the gross cost of the premium - a
significant alleviation.

In addition to the financial flows which are relatively easy 1o identify, there are also
significant resource flows between the VHI members and the public sector which are
not matched by financial transactions. The dimensions and the net direction of these
resource flows are not easy to quantify. With respect to consuliants, it seems to be
generally accepted that without the possibility of earning fees privately, the public
hospitals would not be able to attract the quality of consultants and in that case public
patients would be at a loss. In that sense, the public sector is the beneficiary ol the

‘private.

On the other hand, the Department calculates that the private patients are not being
charged the "full economic costs" of the public hospital paybeds. There is therefore
an implicit subsidy to the VHI subscribers. The Department regards the revenues
from VHI members as an important contribution to the funding of the hospitals and
is in the process of raising them to the "full economic cost" of the paybeds. (The
issue of the amount of the paybed charges, together with details of the definition of
"full economic cost" is discussed [urther in paragraphs 6.29 10 6.32.) There is also
a financial gain to the Department from the diversion from the public health services,
of patients funded by the VHI attending private hospitals.
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RESOURCE FLOWS IN HEALTH SERVICES (1991)
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The 1957 Act

The 1957 Act accords the following forms ol control over the VHI to the Minister
for Health:

® The Minister for Health appoints the Chairman and Directors of the VHI for
five year periods but can remove them at any time.

. The approval of the minister is required for schemes of insurance.

L The Minister has the right to require the Board to provide schemes of
insurance at his specific request.

As mentioned.in Paragraph 2.4 above, the level of reserves is a matter for the Board
to decide and the 1957 Act permits the Board to determine the level of subscriptions
s0 as to attain the targeted level of reserves. The two are therelore interrelated. In
practice however, the Board defers to the Minister in determining increases in
premiums. The Board has not always received the increases in the amounts it seeks
or received them at the times requested.

The VHI has no share capital and, in this respect, resembles a mutual insurance
company where retained earnings surplus to reserve requirements are available for the
benefit of members in terms of reduced premiums or-improved benefits. This appears
to be supported by the provisions of Section 4 of the 1957 Act. However, the
imposition of the £3 million levy on the VHI by the Minister for Health in 1992
would suggest that the Department views the VHI’s reserves as the property of the
Minister for Health and thus that they are not necessarily for the benefit of members.

The full extent of the interrelationships belween the public and the private sectors is
not delineated by this brief account. But it is not surprising that the Department
should exercise a high degree of control over the VHI. Indeed, the controls, both
formal and informal are such as to place the VH! in a very diflerent position vis & vis
the Department of Health than most state companies in rclation to their sponsoring
Departments. In fact, a former secretary of the Department of Health referred to the
VHI as "an arm of the Department of Health".

However, the Joint Committee feels that.the exercise of these controls have to take
account of two sets of concerns:

® the nced of the VHI for a stable policy environment within which to
develop the health insurance business;

® the need for the VHI to have an adequate degree of independence from the
Department of Health.
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Stable Policy Environment

If the VHI is to conduct its affairs in an orderly and businesslike fashion, it must do
so within a reasonably predictable environment of Government control and regulation.
This means that there must be some fixed mechanism and criteria for allowing the
VHI and other health insurers to increase premiums and for increasing paybed
charges to health insurers. While the Government may have good reasons for
requiring a greater contribution to the finances of the Department of Health, these
contributions should be exacted within some medium-term framework. In its
submission to the Joint Committee, the Depariment observed "...it is the
Government’s policy to move gradually, with full regard to the VHI’s financial
position, to a level of VHI reimbursement to public hospitals which reflects more
accurately the real costs of delivering care and treatment to semi-private and private
patients. " (emphasis added). The subsequent imposition of the levy and later increases
in paybed charges, all of which have to be recovered from members through increases
in premiums, do not seem to have taken adequate account of the VHI’s finances nor
of its need for a stable financial environment.

Apart from the financial difficulties, the Department’s decision making on the levy
and paybed charges complicates the VHI’s task of negotiating with doctors and
private hospitals. It is obviously difficult for the VHI to convince these groups that.
there is no room for improving its rates of ‘payment when it is obliged, without

~ warning, (o fund large payments to the Department.

Another example of how unanticipated demands of this sorl can complicate the
management of the VHI was brought to the attention of the Joint Committee by one
of the representatives of the Independent Hospital Association of Ireland (IHAI). The
Government’s levy, which was given statutory effect by the 1992 Finance Act, came
at a time when the VHI was defending a case in the High Court brought by one of
the private hospitals. It was a material point in the VHI’s case that it was a non profit
organisation. Yet the payment of £3 million to the VHI’s effective owner seemed to
some THAI members to support the case that the VHI had profits to dispose of.

Relations with the Department of Health

The VHI in its submission to the Joint Committce has expressed the view that it is,
in effect, if not in form, a mutual organisation for the benefit of its members. That
is probably also the view of the members themsclves. However, the Department,
which has the objeclive of increasing revenue from the VHI for public hospitals,
exerts considerable control over the VHI. Should it wish to do so, it is in a position,
through its influence over the VHI’s insurance schemes, premiums and reserves, to
ensure that the VHI gives a higher priority to the financial needs of the public
hospitals.
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Public hospitals are, in effect, in competition with private hospitals for VHI patients.
This competition is a powerful one, since the public hospitals already cater for about
half of the VHI’s members. The public hospitals have attracted considerable
investment in recent years and the best are a match for the best of the private
hospitals in terms of facilities and personnel. The Department is in a position, through
its influence over the VHI, to place the private hospital sector at a disadvantage. In
fact, the representatives ol the private hospitals feel that the regime imposed on them
by the VHI is preventing investment in the sector which, if continued, would leave
them unable to provide private patients with the service that they demand. The VHI’s
relations with the private hospitals are discussed in Chapter 6. But at this point it js
enough to say that it is desirable that the VHI should be seen to be independent as
between the use of private and public hospitals.

Finally, in the emerging competitive environment it will eventually be impossible for
the Department to treat the VHI any differently to any other health insurer. Market
compelition, if it is effective, will narrow the options open to the Department in
respect of the VHI’s schemes of insurance, levels and use of reserves and rates of
premiums, matters in which the Department has intervened in the past. The means
to strengthen the VHI’s independence are discussed further in Chapter 8.

The Joint Committee feels that it would be helpful if the forthcoming legislation,
which is planned to implement the Third Non Life Directive, assigned responsibility
for the supervision of health insurers, including the VHI, to the Department of
Enterprise and Employment which already has responsibility for overseeing all other
insurance companies subject to the Insurance Acts. The question of reserves would
then be a matter for that Department.

The Department of Health, on the other hand, would retain responsibility for the
development of the health insurance indusiry including premiums and schemes. But
power which now exisls in the 1957 Act to direct the VHI to adopt particular schemes
of insurance should be replaced by powers over health insurers in general.
Furthermore, these powers should be exercised within an explicit, medium term
planning framework [or the industry, including details about the timing, magnitude
and bases for charges for public sector paybeds and criteria for permitting increases
in subscriptions (if this power is retained under the new legislation).
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Tax Allowability of VHI Subscriptions

The provision of the Finance Acts which allow subscriptions to licensed health
insurers to be allowable against tax is an important financial contribution from the
public sector to VHI members and, of course, to the members of other health
insurers. The nominal value of the concession is estimated by the Revenue
Commissioners {rom time to time and at the moment is probably not less than one
third of the value of. subscriptions or about £60 million in the case of the VHI.
Whether this exceeds the benefil of the VHI to the public sector is difficult to prove
statistically. In the absence of the tax concession, VHI membership would drop to
some degree, as would revenues (o the public hospitals, while at the same time costs
to the public sector would increase as former VHI subscribers switched from private
hospitals and invoked their public health entitlements.

However, although no formal evaluation has been made of its net econemic effect on
the public sector, the tax concessien on VHI subscriptions has attracted criticism from
a number of prestigious bodies including:

the Commission on Taxation (1982);

the National Planning Board (1984);

the National Economic and Social Council (1986); i

the Commission on the Funding of the-Health Services (1987);

the Department of Health (1987);

the Industrial Policy Review Group (the Culliton Committee (1992)).

Despite the recommendations of these bodies, successive Governments have not
aliered the concession and stalements in such documents as, for instance, the
Programme for Economic and Social Progress, 1991, indicate that it is unlikely that
any change will take place in the near [uture. However, the concession is given for
subscriptions to health insurers holding a licence. As things stand this means the VHI
and a small number of other insurers. After next year it will be possible -[or other
companies to apply for and receive licenses. These may be private sector Irish
companies or [oreign enterprises. In that context the concession may not seem so
acceptable. At the minimum there may be further pressure to reduce the value of the
concession to, say, the standard rate of tax rather than the marginal, or 1o restrict it
to one of the lower plans.

The view of the Joint Commitiee is that the tax allowance for health insurance
premiums is cost effective in encouraging private individuals to take out insurance and
so generate revenue through paybed charges and divert demand from the public
hospital services. It is true that VHI membership has shown considerable resilience
in the face of increases in subscriptions in the past. But the withdrawal of the tax
allowance would result in alter tax increases ranging from about one third {in the case
of the standard tax payer) to about 100% (in the case of thc marginal tax payer).
These increases would be in addition 1o increases due to ongoing inflation and the
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impact of increased charges for paybeds. In the circumstances the Joint Committee
believes the withdrawal of the tax concession would be likely to have a significant
adverse effect on membership and therefore recommends its retention. The cautionary
remarks by Nolan are worth bearing in mind in this context.?

? Brian Nolan, The Utilisation and Financing of Health Services in Ireland, Economic and Social Research Institule, General
Research Series, Paper No 155, Dublin, 1991.
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5. Financial Performance of the VHI

Growth in Claims 1980-93

In the period since the Joint Oireachtas Commitlee last examined the VHI, claims
have risen from £20 million to £190 million, an increase of 850% or 18.1% per
annum. Deflated by the Consumer Price Index, this is an increase of 270%. By way
of comparison, current public expenditure rose by 13% in real terms and total
personal incomes by 27%. The factors behind this inflation include those which
underlie the phenomenon of medical inflation throughout the world, together with
some matters specific to the VHI:

e an increase in membership of 45%;

. the introduction of the new insurance "products” in the shape of the
Mater Private Hospital and the Blackrock Clinic from 1986 onwards;

. other new technologies and procedures;

o ageing ol the VHI membership: the VHI calculates that an increase of .

one year in the average age of. membership increases claims by 4.2%;
- VHI average age rose by 2.7 years between 1986 and 1993;

. general inflation in wages, salaries and consumable materials in the
health sector;
® consultants’ fees;
® increases in public hospilal paybed charges and, in the early 1980s,
withdrawal ol the Department of Health subsidy to private hospital
beds.
Subscriptions

Table 5.1 below shows that VHI premiums rose from £25 million to £196 million
between 1980 and 1993.* This was an increase of 632% in money terms. Deflated
by the Consumer Price Index this works out at an increase of 270%. Like the growth
in claims, this is an extraordinarily rapid rate of increase. The ability of the VHI to
push up its premiums by such high rates testifies to a strong position in the market
even when allowance is made for the availability of tax relicf on its premiums.

* The VHI's financinl yeor ends at the end of February (see nole on page 1),
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Table 5.1. Financial Performance of the VHI 1980-93: Profitability
| Year | Subscriptions | Claims | Administration | Underwriting | Surplus/ [ Return  on
Expenses | Profit/Loss Net Assets
(’000s) (Em) (£m) (%)
1980 25.2 19.6 23 33 55 51.9
1981 303 27.5 33 -0.5 3.7 26.4
1982 39.2 38.6 38 -3.2 0.5 2.0
1983 57.3 595 5.2 -7.4 03 10.8
1984 74.9 76.0 53 -6.4 1.3 1.2
1985 88.5 86.9 5.7 4.1 2.4 10.7
1986 99.8 97.3 6.3 -3.8 6.9 251
1987 112.0 110.4 7.0 -5.4 2.9 9.9
1988 126.4 141.6 8.5 -23.7 -12.3 -70.3
1989 145.0 155.4 9.5 -19.9 -11.3 -171.2
1990 158.7 147.7 11.4 -0.4 6.2 48.4
1991 171.2 160.0 13.0 -1.8 8.8 41.3
1992 183.1 172.9 14.0 -3.8 8.4 28.4
1993 195.9 190.4 12.6 -7:1 5.8 15.7

Source: VHI, Annual Reports.

Profitability

As in the case ol most insurance companies, the VHI usually experiences an
underwriting loss: that is the cost of claims and administrative expenses exceeds
subscription income. In the period under review, such losses were incurred in all but
one year. This represents a deterioration by comparison with most of the VHI’s
history since, in the period up to 1980, underwriting losses were incurred about every
other year. The overall surplus or deficit represents the difference between the
underwriting loss (profit) and income from investments, including gains realised from
the sale of investments. Since 1980 there were only three years in which such losses
were incurred bul two of those years, 1987 and 1988, witnessed significant losses.
Prior to 1980, the VHI recorded deficits in only four years and in none were the
losses significant.

The only available measure of return on capital is the surplus as a percentage of net
assets and this shows a high degree of volatilily arising from the fluctuations in profit.
Over the fourteen years 1980-93 the VHI earncd an aggregate surplus of £28.5
million which represents an.average rate of return of 10.5% on net assets.
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Liquidity and Solvency

The liquidity of a company is the extent to which it is in a position to meet its
immediate liabilities. It is usvally measured by the ratio of current assets o current
liabilities. Obviously, if current assets are less than current liabilities, i.e. the current
ratjo is less than 1.00, the VHI could be in danger of being unable to meet claims
bills should there be any sudden deterioration in trading conditions. In fact, even in
1989, Table 5.2 below shows that the VHI did not reach that situation.

Table 5.2 Financial performance of the VHI 1980-93: Liquidity and Solvency

Year | Current | Current Current Nel Assets Target Reserves as Ratio i

Assets Liabilities | Ratio (= Reserves) | Reserves of Target Reserves

(f£m) (fm) (Ratio) (£m) (£m)
1980 3.0 21.1 1.47 10.6 4.1 2.58
1981 37.9 24.2 1.57 14.4 58 2.49
1982 47.6 33.8 1.41 14.8 8.1 1.83
1983 64.0 50.7 1.26 16.6 12.5 1.33
1984 75.8 62.1 1.22 | 16.8 16.0 . 105
1985 |~ 89.2 - 73.8 1.21 18.7 18.2 1.02
1986 105.0 808 1.30 27.5 20.4 1.35
1987 118.2 92.2 1.28 29.3 22.8 1.29
1988 130.4 117.1 1.11 17.5 26.9 0.65
1989 | 132.3 130.2 1.02 6.6 314 0.21
1990 | 108.5 93.9 1.16 12.8 34.2 0.37
1991 | 136.7 110.9 1.23 21.3 35.8 0.59
1992 | 158.1 132.3 1.20 29.6 37.0 0.80
1993 | 164.1 131.6 1.25_ 36.9 40.3 0.92
1991: Change in accounting policies affects stalement of current assets and current liabilities
Target Reserves: 1987 1o 1993 are as stated by VHI Board. 1980 to 1986 are 2.5 month’s
claims.

Moreover, the VHI is possibly less exposed to such hazards than general insurance
companies sifice the incidence and cost of claims is fairly predictable in the short
term. In addition, the VHI’s strong market position and the tax allowability of its
subscriptions make it easier for the VHI to recoup any losses through increasing its
subscriptions (assuming Government approval is granted). Finally, the fact is that the
VHI is a state enterprise and usually has no borrowings so that temporary finance
would be readily available were it ever needed to fund short term cash outflows.
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The largest part of the VHI's current liabilities are pending claims and unexpired
subscriptions. On the other hand, the largest part of its current assets are cash and
short term deposits which are readily realisable. The company also maintains a
portiolio of Government securities which are highly liquid. Investments in equities,
property and other assets which might be less freely realised are usually a small
proportion of the total pertfolio amounting, in 1993, to 2% of the total. The current
ratio of the VHI started the 1980s at around the 1.50 mark but declined to nearly 1.00
after the losses of 1988 and 1989. It has since recovered 1o about 1.25. Before 1988,
the VHI’s current ratio stood at 1.28 and the swift decline to virtually 1.00 in the two
succeeding years suggests that the 1993 current ratio of 1.25 is not unduly generous.

Reserves

A measure of solvency for a general insurance company is the ratio of claims to
reserves. Minimum solvency margin requirements are laid down by the European
Communities (Non-Life Insurance) Regulations, 1976. The VHI is exempted from
such requirements at the moment. Nevertheless, the Board, which is required to
maintain such reserves as it deems reasonable, aimed at the ratios required of all
general insurance companies. Since 1987 the Board has published the minimum
reserves required but in only one year has the Board reached the target and that was
in 1987. Since the low point in 1989, when they reached £6.6 million, the VHI has
made considerable progress in reconstituling its reserves. Nonetheless, at the end of
1993, it was still short £3.4 million. From July 1994 onwards, the VHI will not be
exempt from the Insurance Companies Acts and will be obliged to maintain the
minimum reserves specified.

It is appropriate at this point to advert to the impact on the VHI’s finances of the
ageing of its membership and to raise the issue of the desirability of a special reserve
against the increase in the cost of claims attributable to this factor in the future. As
noted in paragraph 3.4, the average age of the VHI's membership is 32.5 and is
rising at the rate of one third of a year per annum and this rate of ageing adds about
1.4% to the VHI’s claims. The VHI is funded on a "pay-as-you-go" basis so an age
reserve is not appropriate. The constitution of such a reserve might be justified even
for a "pay-as-you-go" scheme, if a very steep increase in claims due to ageing was
anticipated. However, the VHI’s membership is fairly representative of the general
population and ageing will be gradual. That is a situation which could change if the
advent of competition were to lead to the defection from the VHI of a substantial
number of younger subscribers. But the Joint Committee does not consider that a
likely contingency, especially if the recommendations which follow are- adopted.

Efficiency

There are two aspects to the efficiency of the VHI. The first, and most important, is
the extent to which the VHI ensures that its subscribers get a cost effeclive service
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from the providers of health care: doctors and hospitals. The second aspect of the
VHUI’s efficiency is the extent to which, given the claims from subscribers, the VHI
is cost effective in the use of its own resources. The second aspcct is dealt with in the
following paragraphs while the first aspect is dealt with in Chapter 6.

There are two measures of efficiency derivable from the VHI’s annual reports. These
are shown in Table 5.3:

Table 5.3 Measures of Efficiency of the VIII; 1981-92
Year | Administration/Claims (%) Average'Number of Claims per Staflf Member
1981 12.00 : 521
1982 9.84 611
1983 8.74 651 : |
" 1984 6.97 688
1985 6.56 713
1986 6.47 T
1987 | 6.34 740
1988 6.00 716
1989 6.11 754
1990 7.72 769
1991 8.13 717
1992 8.10 729
1993 6.62 764
= =

Administration expenses as a percentage of claims is a frequently quoted indicator of
efficiency in insurance companies. The VHI’s rate was around 12% at the beginning
of the decade, but fell [airly steadily until 1988 when it reached 6%. The ratio
subsequently increased to 8.1% in 1992, but declined again in 1993. By the standards
of general insurance companies the VHI’s administration expense ratio of 6.6% in
1993 is extremely low. It may be noted that the increase in the ratio from 1988 to
1992 was due to increased expenditure on information systems. These are investment-
type outlays in that they are not recurring and should yield benefits in later years.
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Factors which help the VHI to maintain a low expense ratio include the simple nature
of its insurance product range; its simple risk assessment procedures (open enrolment
and community rating); limited expenditure on advertising due to the absence of
competition; and the contribution to administration-made by voluntary administrators
of group schemes. A factor which, on the other hand, contributes to the VHI’s cost
structure to a degree not likely to be found in general insurance companies, is the
need to mainlain close surveillance of hospital costs and consultants’ fees. The large
investment in information technology referred to above has enabled the VHI perform
these functions with maximum cost effectiveness.

The average number of claims handled by each émployee is another measure of
efficiency. The [inal column in Table 5.3 above shows that this ratio increased from
521 claims per employee in 1981 to 764 in 1993 - an increase in produclivity of
46.6%, which compares well with other service activities.

Losses in 1988 - 1989 and Recovery Programme

The losses which took place in the VHI’s profits in 1988-1989 were attributed by the
VHI to the following factors:

® the establishment of two new "high tech" hospitals (the Blackrock Clinic
and the Mater Private Hospital), :

® the rapid increase in out patient drug costs;

® gencral private hospital costs; :

@ consultants’ fees;

® price control of premiums;

® increased charges [or public hospital paybeds.
According to the VHI several of the factors leading to the deficits in 1988-1989 were
outside its control. The VHI resisted the establishment of the two "high tech" private
hospitals but evidently succumbed to pressure to include them in its schemes. The
cost of the drug scheme also remained uncontrolled for a period of time and of course
the charges for public pay beds is a matter for the Department of Health' This is also

the case for increases in the subscriptions which were either disallowed or delayed
by the Department.
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5.15 A start was made on the reconstitution of the VHI’s reserves through a programme
of measures including:

® the discontinuance of the out patient drugs scheme;
® an increase in subscriptions;

® a standstill or in some cases a reduction in public and private hospital
prices;

® a reduction in fees to certain specialist consultants;

® day care was made mandatory for certain conditions.

5.16 As illustrated in Table 5.1 above, the result was a drop in the underwriting loss, the
re-emergence of a surplus and a rapid recovery in the level of reserves, though not,
as of the end of 1993, to the level desired by the Board. In addition in the last two
years, the Government has taken steps which have had some adverse affect on the
VHI’s financial situation including the imposition of a levy of £3 million payable
from the VHI’s reserves and increases in the paybed charges in public hospitals.
However, due to investment income, the Board has recorded a surplus of £5.8 million
in the year ended February 1993. This still leaves reserves below. the-desired level;-

- -but the VHI expects that it should attain the required level of reserves by the end of
the current year (i.e. the twelve months ending February 1994).

5.17 It is a matter of some concern, however, that since the stabilisation of the VHI’s
finances in 1990, the underwriting losses have increased in each of the succeeding
three years. This reinforces the ongoing need for the VHI, consultants and hospitals,
private and public, 1o exercise strict cost control.

5.18 It seems relevant to add one final point about the losses which the VHI incurred in
1988 and 1989. The VHI reports that according to its regular opinion surveys, public
opinion about the VHI deteriorated sharply during this period. This is an outcome of
the curtailment of services, increases in premiums and also the bad image which
losses convey. To the usual financial reasons there are, therefore, to be added cogent
marketing reasons for the VHI to avoid losses.




35
6. Relations with Consultants and Hospitals

Consultants

There are 1,100 doclors holding consultant positions in public hospitals. Under their
contracts with the Health Boards they are paid a salary which, at the present moment,
is around £65,000 for a 33 hour week. To this can be added a number of
supplementary payments. On the other hand many consultants work considerably in
excess of their required 33 hours.® These consultants are entitled to have a private
practice outside this time. Some of their clients wiil be treated in pay beds. But
sometimes these consultants will hold posts in privale hospitals where they will treat
their private patients. In addition to these consultants there are also about 150 doctors
who' are wholly engaged in the private sector holding consultant positions . VHI
benefits also extend to non-consultant practitioners including GPs for certain services
provided outside the hospital environment. Altogether, the VHI pays fees to about
2,500 practitioners. (See Table 6.1)

Table 6.1 VHI Disbursements 1984-93
Year Public Hospitals (including levies) Private Hospitals | Doctors Fees
(£°000s) (£'000s} (£7000s)
1984 | 14,978 30,788 18,658
1985 17,511 33,917 20,799
1986 21,656 37,747 23,876
1987 22,425 46,017 25,367
1988 ' 25,464 62,058 28,550
1989 30,013 65,970 31,317
1950 29,879 66,428- 31,989
1991 30,102 72,898 33,959
1992 33,844 82,353 36,398
1993 640,722 91,493 41,280

5 A.D.Tussing, frish Medical Care Resources: An Economic Analysis, Economic and Social Research Inslitute, Genernl Research
Series, Paper No 126, Dublin, 1985.
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VHI Fees Schedule for Consultants

Initially, the VHI simply paid a scale of fees to consultants which was believed to be
in line with the "going rate" for each procedure. However, the consultants tended
to keep their fees about 15% 1o 20% above the VHI rates. The result of this was that
patients found that they were in effect underinsured. The "balance bills" which results
from this are strongly resented by its members according to the VHI, and generate
unfavourable perceptions of the VHI. An extent of balance billing is given in Table
6.2 below. '

Table 6.2 Comparison of Consultants’ Charges and VHI Payments 1984-93
(£ Million)
Year Charges | VHI Payments | Balance Bill | Index of VHI Index of
10 Consullants | as % VHI Payments to Consumer
Payment Consultants* Prices
1984 22,080 18,658 18.3 100.0 100.0
1985 24,233 20,799 16.5 110.9 106.7
1986 28,162 | 23,876 18.0 127.4 111.9
1987 30,660 25,367 20.9 134.7 115.5
1988 34,837 28,550 22.0 145.9 119.1
1980 | 37,742 |31,317 | 205 | 155.8 122.3
1990 38,544 31,989 20.5 156.0 128.1
1991 42,639 | 33,959 25.6 160.6 131.5
1992 46,067 | 36,398 26.6 168.1 136.2
1993 50,851 | 41,280 23.2 190.6 ' 139.4
1994*+ | 60,402 | 49,718 21.5 |
* Index of VHI payments to consultants in money terms divided by the number of VHI
members to give an approximale indication of the trend in the unit cost of treatment. This
index take no account of quality changes in treatments provided by consultants.
** Actual for first half of the year multiplied by 2.
— — =

Total Indemnity

In 1991, as part of an effort to climinate balance billing, the VHI introduced a
reformed fee schedule based on-an assessment of the amount of time required to carry
out a given procedure with some allowance for training, experience and costs. Under
this schedule higher rates were paid for consultants who agreed not to balance bill
their patients. After intense negotiations, 57% of the consultants agreed to participate
in this scheme.
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For patients attending these consultants, there is, therefore, total indemnity. The
1991 agreement was for a period of two years and was renegotiated in early 1993 and
as of the time of writing 65% of the consultants were participating . Table 6.3
following gives details on the current state of the VHI s negotiations with the different
groups of consultants. (See Appendix IlI for a list supplied by the VHI of consultants
and specialists participating in the VHI’s total indemnity scheme).

|| Table 6.3 Participating and Non-Participating Consultants I

Speciality Number of Percentage Number of Percentage
Consultants Participating Consultanis Participating
1991-93 1991-93* 1993%+* 19934+
Physicians 486 77 485 B8
Surgeons 514 36 529 53
Radiologists 29 96 101 96
Anaesthetists 218 K| 218 3
Pathologists** 46 98 46 0

* Al end of period. ** Numbers refer to practices.

The consuliants’ representatives submitted to the Joint Committee that their relations
with the VHI were poor. From their viewpoint the difficulty was an unwillingness on
the part of the VHI to negotiate realistic rates for fees. In particular they felt that:

The VHI makes no allowance for practice expenses.
There are a number of anomalies in the schedule.

A high proportion of consuitants’ claims are "pended", meaning queried for
one reason or another by the VHI.

The VHI’s surveillance of claims threatens the patient/doctor relationship.

The Joint Committee has no means available for determining whether the demands
of the consultants are reasonable or whether, on the contrary, the VHI is making
unrealistic offers. In the first place, it is not easy to determine what the earnings of
consultants are. Table 6.4 below gives a schedule of fees paid to consultants by the
VHI in the year ending February 1993. It can be seen that the highest consultant was
paid £220,000 by the VHI and that about half the total was paid to just 200

® December 1993
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consultants. In assessing these figures it should be remembered that the majority of
the consultants are also in receipt of a salary of about £65,000 by virtue of their
appointments to public hospitals. The receipts from balance bills, and from private
patients not insured by the VHI, also have to be taken into account. On the other
hand allowance has to be made for practice expenses such as professional insurance,
secretarial services, accommodation and office supplies.

Table 6.4 Stratification of Consultants’ and Doctors’ Earnings from the VHI, 1993 I
Range Number of ‘ Average Earnings (£) | Percent Share of
(£000s) Consultants/ Doctors Total
B3-27%4 100 112,882 27.3
61 - 83 100 71,307 17.3
46 - 61 100 53,395 12.9 "
38 - 46 100 41,611 10.1 I
31- 38 100 34,331 8.3 |
24 - 31 100 27,300 6.6 l
17 - 24 i00 20,531 5.0
13- 17 - . 100- 15,422 T 37

9 -13 100 11,498 2.8
6 -9 100 7,628 1.8
0-6 1,550 1,090 4.1

2,550 41.280,460 100.0

The VHI has pursued the objective of tota] indemnity for a number of reasons:

1 Demand:

VHI members complain vigorously about the practice of being billed for a
service after, as they see it, having paid for it in advance through their VHI
subscriptions. In seeking to eliminatle balance billing the VHI is therefore
responding to demand.

2 Competition:

Free treatment in public hospitals is available to everyone, and the VHI .needs
to maintain the relative attractiveness of its services. Balance billing is a
serious flaw in the VHI’s "product”. This may become a more significant
disability in the context of an open market next year.
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.3 Cost Control:

Without some means of limiting the upward movement of consullanls fees
(i.e. a "ceiling") there is a risk that the VHI’s reimbursement rates will simply
be a "floor" which will enable consultants to charge a higher overall] fee. In
the extreme case a consultant could add a balance bill equivalent to the fee
which he would have charged in the absence of VHI reimbursement. In that
case, the VHI subscriber is not insured at all.

The Joint Committee endorses the VHI’s policy of attempting to get total indemnity
from consultants. However, the Joint Committee is concerned at the cost of the
policy. It must be remembered that in order to get consultants to accept total
indemnity the VHI has to offer a higher rate to all participating consultants, including
those who had been accepting the existing VHI schedule. Moreover, as Table 6.2
shows, the incidence of balance billing was actually smaller before 1991, when the
VHI commenced negotiations with the consultants on total indemnity, than it was in
1993, when.65% of consullants were participating.

Table 6.5 below shows that within the overall total of balance billing the incidence
has changed over the years as between the different specialities. The bulk of it used
to be accounted for by surgeons but in recent years it has tended to become a more
general phenomenon with anaesthetists taking a more assertive posture. The differing
incidence of balance billing amongst the spec1almes reflects the perceptions and
aspirations of the groups concerned.

Table 6.5 Incidence of Balance Billing between Specialities
(Balance Bill as % of VHI Payment)

-Speciality 1984 | 1986 | 1988 | 1990 | 1991 | 1992 | 1993 1994 1994

o T % % o % % Go* £ml*
Surgery 269 25.9 2871 17.8| 187 | 258 .23.6 19.1 26.6
Anaesthesia | 14.5| 162 352| 606| 703| 67.8| 54.9| 569 6.3
Physicians 116 104 14.2 174 | 21.1) 204 16.6 |- 11.9 8.6 "

3

Radiology 1.2 0.9 1.0 10.8 17.0 12.4 5.7 5.2 w 44
Pathology 33 34 3.6 165} 563 | 10.6 33 20.5 38
Total 18.0 178 220| 205 25.6| 26.6 23.2 21.5 49.7
* 1994 % based on balf year March to August 1993, £m)] based on fees paid to consuliants in
half year multiplied by 2. IL

However, the 1991 agreement with the consultants expired in 1993 and was replaced
with a new one under which the VHI succeeded in raising the percentage of
participating.consultants to 65%. Itis perhaps encouraging to note that in the first half
of this year (i.e. the period March to August), the incidence of balance billing has
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declined from the level in the preceding year (i.e. down from 23.2% to 21.5%).
However, in percentage terms it is still about as high as it was prior to 1991 and the
absolute ‘amount, around £10 million, has remained unchanged since 1991. This
suggests that the effort to control the consultants’ fees will need (o be supplemented
by other initiatives. These are considered next.

Regulation of Consultants’ Fees

To prevent the "elevator" effect of VHI reimbursement rates the VHI has suggested
that Government regulation of consultants’ [ees should be considered. Needless to say
the consullants’ organisation strongly rejected any such suggestion pointing out that
regulation does not apply to other professions in Ireland. Regulation of doctors and
consultants fees does exist in a number of countries including, for example, the
Netherlands, Australia and France. In the latter two countries certainly, it does not
appear to be very successful. The Joint Committee does not consider state regulation
of fees to be a very practical suggestion.

Two other means of putting countervailing pressure on consultants’ fees include:

(1) The exclusion of non-participating consultants from the scope of VHI -

- -plans is likely to be countei productive in the context of a relatively small
market with limited alternative possibilities for consultants (or the VHI) to
find alternative insurcrs (consultants).

(2) The publication of the names of participating consultants amongst VHI
members has been resisted by the profession in the past, but the Joint
Committee c¢an see little valid objection. The names-of participating hospitals
are circulated to VHI members. The Joint Committee therefore recommends
that the VHI circulate the names of participating consultants to its members
by whatever means seem effective. (See Appendix III for a list supplied by
the VHI of consultants and specialists participating in the VHI’s total
indemnity scheme).

Moreover, it might be helpful to define a role for a third party in negotiations
between the consultants and the VHI. At the present moment discussions between the
two sides seem to proceed with considerable acrimony, no doubt related to the fact
that the consultants have only one insurer to negotiate with. In addition, from the
public point of view it is undesirable that such negotiations should be completely
obscured from public scrutiny.

It is suggested therefore that an independent assessor/ombudsman should be appointed
who would take into account all the necessary information, including information
about consultants’ costs and incomes of comparable professions, and who would also
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make recommendations made about [ee scales (Similar recommendations are made to
deal with hospital charges and proposals for new hospitals and equipment in
paragraphs 6.27 and 6.38 and it is desirable that the same assessor should deal with
all three types of issue). The recommendations could be non-binding (uniess the
parties agree otherwise) but the grounds on which the recommendations were made
would be publicised and the independence and expertise used in the procedure would
give the recommendations considerable moral authority. The incomes of many groups
in Ireland are governed by procedures which are a good deal more restrictive than
this.

Private Hospitals

The Private Hospital Sector

There are 32 private hospitals in Ireland, the majority of which are owned by
religious orders and are run for charitable purposes. There are also three hospitals
which are owned by consultants and private investors. Their objectives are to provide
opportunities for professional practice or for earning profits. The range of facilities
offered by private hospitals varies enormously and includes establishments providing
recuperation facilities, day surgery up to and including the two high tech hospitals in
Dublin providing the most sophisticated facilities. The Independent Hospitals
Association of Ireland (IHAI), which represents 20 of these hospitals, estimates that
the private hospitals have 2,200 beds and treat about 250,000 patients each year
involving a total of 750,000 bed days of care. About 90% of the cases handled by the
private hospitals are VHI subscribers and account for about half of all hospital care
purchased by VHI subscribers.

_ Private Hospitals’ Agreements with the VHI

In the past the VHI used to negotiate day rates with each of the hospitals which varied
from hospital to hospital depending on'the range and quality of the facilities offered.
In 1991, following the implementation of the recovery plan the VHI introduced an
alternative regime. Under this each hospital was assigned a quota of cases as well as
a daily rate thus effectively capping cach hospital’s earnings. Subsequently, this was
modified in that cases over and above the quota would be permissable but would be
reimbursed on a marginai cost basis which was from 25% to 40% of the average. (In
succeeding years the extra cases could be laken as part of the hospital’s. "base load").
The daily rate payable took account of each hospital’s "case mix" so that hospitals
handling complex cases would not be penalised. The rates provided for a profit
margin of 3% on turnover with addilional payments for approved -capital
expenditures.
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6.17 Other .features of the VHI regime which drew objection from the IHAI were

® the VHI’s insistence that hospital management accounts be submitted
regularly to the VHI;

® the VHI is in a position to delist the hospitals altogether-if they do not
accept VHI conditions;

® a condition of their agreements with the VHI that the private hospitals,
unlike non-participating consultants, are not allowed to balance bill their
patients 7;

® the stated desire of the VHI to have the powers to engage in the running of
hospitals creates a conflict of interest for the VHI and gives rise to the
suspicion that the VHI may be attempting to force some hospitals out of
existence in order to facilitate the entry of the VHI into hospital activities.

6.18 According to the IHAIL:

® The quotas do not reflect the demand from VHI subscribers. Consequently
VHI subscribers are being denied treatment. The IHAI estimates that the
number so denied amounts to 4,000 cases. o e =

® The cash limits resulting from the regime do not take account "of the nature
and cost of care provided" - an assertion which seems to conflict with the
VHI’s claim that their reimbursement system takes account of case mix.

® The rates of reimbursement are below the "economic levels" and have
contributed to the fact that, according to the IHAI, the independent sector
has incurred losses of £10 million in the 1989-91 period.

® Private hospitals are unable to generate sufficient profits to enable them to
invest in new facilities. The IHALI asserts' that there is "...clear evidence
of demand and need in key regional centres" and that "private funding of
£30 million would be available to construct new hospitals providing 300
beds or 100,000 bed days".

In conclusion the THAI states that the VHI's "...cost containment policies have exceeded their
intended effect and now operate to the disadvantage of VHI’s own subscribers and may in
effect be designed to reduce the private hospitals to a position of financial peril....".

" The VHI maintains thal the hospitals have the option of being non-participating and so remining the right to balance bill in the same
way as consultants. In practice the private hospitals opt for participuting status.
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The IHAI recommends:
® the elimination of the financial restrictions imposed by the VHI;

® the recognition by the VHI of the need of the hospitals to earn an
adequate return so as to provide for replacement and upgrading of
equipment and buildings;

® the recognition by the VHI and the Department of Health that the private
hospital sector has a role to play in the national health context;

® the VHI to negotiate with the hospitals "...in a spirit of constructive
cooperation... to achieve their mutual objectives of providing quality patient
care..." '

Recommendations

In assessing the case made by the IHAI the Joint Committee is in a parallel situation
1o that which it is in in respect of the consultants: there is a deficiency of information.
However, the Joint Committee does not accept all of the points submitted by the
IHAI. In particular, the un-met demand for 100,000 bed nights quoted by the IHAI
does not seem o square with the [HAI’s figure of 4,000 cases turned away each year,
which is also denied by the VHI. However, while there may be doubt about the exact
numbers, the Joint Committee is convinced, from members’ contacts with
constituents, that there is a shortage of capacity to treat private patients.

This particularly appears to be the case in the mid-west where there is no private
hospital in an area comprising 327,000 persons. In addition, the public hospitals in
the region lack the capacity to treat private patients. Consequently, VHI subscribers
in this area seeking treatment must travel to Galway, Kilkenny or Cork. The Joint
Committee is aware that proposals have been submitled to the VHI from private
groups for the establishment of private facilities in the region but these have been
rejected by the VHI. The Joint Committee regards this rejection as an arbitrary use
of its powers by the VHI and considers that to the extent that VHI subscribers are
obliged to travel long distances for treatment, they are not receiving the service [rom
the VHI for which they paid.

The Joint Commitlee also notes that the absence of capacity in the public hospitals in
the region is contributing to the absence of services for private patients, as well as
public patients, and urges that the Department of Health take the necessary steps to
remedy the situation.
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6.23  As far as the financial situation of the private hospitals is concerned, ideally, the Joint
Committee would like to have seen information on the apgrepate financial accounts
of the private hospitals including details on capital spending over recent years.
However, the Committec is inclined to believe that the financial situation facing
private hospitals as a whole is difficult. Hospitals, unlike consultants, do not have
contracts with the public sector for any part of their revenues. In addition, hospitals
have physical assets to maintain and improve and, in a period of financial stringency
provisions for replacements and renewals are likely to be the first items to suffer. The
-private hospital sector could also be at a disadvantage vis 4 vis its larger public sector
competitor.

6.24 The Joint Committee also accepts that the regime which the VHI has developed for
controlling private hospitals is not satisfactory in the long run. In effeci, the VHI is
virtually administering the private hospitals in influencing the volume of business they
do, their levels and types of staffing and the amount and types of capital spending
they undertake. This gives reduced scope for commercial freedom including freedom
and the incentive to compete {or business and to pioneer new services. A consequence
of this may be a slowing down in the rate of technical progress and growing rigidity
in cost structures. It also contributes to the situation where the mid-west region
remains with no private hospital facilities.

6.25 - Of course in using these cortrols, the VHI is in the same situation as that of many
privale health insurers in.other countries who are under the same pressures to limit
the increase in claims. Accordingly, the Joint Committee feels that the suggestion
from the IHAI that the VHI should virtually abandon its controls over the volume and
cost of hospital treatment is unrealistic.

6.26 However, there are countervailing pressures on the side of the hospitals. If the VHI
is to retain its members it will have to have the services of private hospitals. It is
therefore.in the VHI’s interests to ensure that there. is a viable, well equipped private
hospital sector. In Chapter 4 the Joint Committee has outlined recommendations for
helping to ensure that the VHI, and any other health insurers that there may be in the
future will have the necessary policy framework within which to encourage the
private sector.

6.27 The Joint Committee also feels that it would be useful that claims for costs by the
hospitals, and other matters of dispute between the hospitals and the VHI, could be
submitted to the independent assessment procedure proposed for the consultants.(See
paragraph 6.14). It is possible that the assessor/ombudsman might have to have access
to different types of expertise when considering maltters relating to hospitals as
opposed to matters relating to consultants.
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Public Hospitals

At the moment about half of the VHI's members are trealed in private hospitals and
half in public hospitals. Under the 1991 PESP it was agreed that beds for private
patients would be formally designated and distinguished from public beds. As of the
present moment there are 2,360 of these which is approximately the same as in the
independent sector. However, the capacity of the public sector to handle private
patients is actually somewhat larger because there are also a number of beds which
are available for private and public patients and private patients can also be
accommodated in public beds pending the availability of private beds. This latter is
a situation which would arise in respect of emergency admissions.

Public Hospitals Paybed Charges

The Department charges VHI subscribers a daily rate for private patients in public
hospital paybeds. The rate is inclusive of all costs of hospital care (i.e.
accommodation and ancillaries) apart from consultants. This rate varies depending on
the type of hospital with the highesl rates being charged for pay beds in the teaching
hospitals. According to the Depariment these rates are below the "full economic cost"
of the beds and the Department proposes to increase ils charges to the VHI gradually
to the point where the economic rate is recovered.

The full economic cost of a public hospilal bed in this context refers to the total
annual cost of that hospital divided by the total number of bed days. Excluded from
total costs in this calculation are those costs nol relevant to private patients such as
salaries of consultants and non consultant doctlors and the costs of cut-patient and
emergency services. Another item which is excluded from this definition are the
capital costs of the hospital (interest, depreciation, debt repayments) since these are
not charged to the Department of Health but are absorbed by the Exchequer.

The VHI reports that even at the moment, the rates paid to many private hospitals are
below the full economic cost for public hospitals, and also that they include some
provision for the capital costs of private hospitals which, as noted in the preceding
paragraph, the Department does not have to take into account in calculating the rates
for public hospitals. If the rates for public hospitals are increased to the full economic
cost, the net effect will be to make the private seclor more price compelitive with the
public sector. There will then be little difference between the cost of the VHI’s Plans
A and B (for semi private and private accommodatjon in public hospitals) and the
higher plans (for accommodation in private hospitals). Since the standard of semi
private accommodation in public hospitals is often indistinguishable from public
accommodation, there will tend, over time, to be a switch among VHI members to
the private plans and a drop in the public hospitals’ "business".



6.32

6.33

6.34

6.35

46

The difference between the existing cost to the VHI for paybeds and the costs at full
economic rates is £18 million. If implemented in full the VHI's costs would rise by
that amount if, against expectations, public paybed business continues unchanged. If
there was a switch to the use of private hospitals, then the increase in the VHI’s costs
would be somewhat less, though still very significant, given that many private
hospitals are charging less than the Department’s full economic cost.

Marginal V Average Charges

In addition, it has been argued by the VHI and the consultants that it is unfair to
private patients to charge them the full economic cost of private accommodation
rather than the marginal costs given that everyonc is entitled to care in a public ward.
In effect, by opting for private care, the private patient forfeits all entitlements under
the Public Health Acts. In those public hospitals where there is, in fact, little
difference between the accommodation of public and private patients, this practice
seemns less justifiable. But in any case the Department’s policy in this area differs to
that followed in the other areas of Government policy where, like health, there are
major redistributive objectives: education and social welfare. Parents who send their
children to private post primary schools still get the benefit of the Department of
Education’s subsidy for teachers’ salaries (though the benefit of other subsidies
available to "free" schools and public post primary schools are not available). In the
case-of ‘social welfare, peoplé do not lose their entitlements to unemployment benefits
and contributory pensions by "topping" them up with redundancy payments, the
earnings of spouses, the proceeds of life insurance policies, occupational pensions or
other savings.

Marginal costs of paybeds calculated on this basis are likely to be extremely low -
considerably lower than the rates charged even now by the Department of Health. But
charges fixed on this basis would render the private hospitals highly uncompetitive.
To be fair to them, the Department of Health would have to subsidise beds in the
private sector to the amount equivalent to the value of public health entitlements. This
would introduce a "voucher" concept of entitlements which would be a major change
in social distribution principles in Ircland and in practice would involve a substantial
addition to the expenditures of the Department of Health.

Relations Between Public and Private Hospitals

The question of the charges to be made for paybeds cannot be seen in isolation from
the general relationship which should exist between public and private hospitals. At
the present moment about half of the VHI’s subscribers are treated in public hospitals
and about half in private hospitals. The Joint Commitiee believes that the current
balance as between the two is reasonable and should as far as practicable be
maintained. Indeed, there may be scope for the private hospitals to provide services
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for public patients when, as happens from time to time, capacity in the public sector
is inadequate. The services of the MRI scanners (referred to in paragraph 6.37 below)
made available by the private sector to the public sector is an example of this
cooperation. The. recent contracting out of orthopaedic work by the Southern Health
Board is another exampie of the scope which may exist, even though in this particular
instance the work went to Northern Ireland rather than to private hospitals in the
Republic.

The Joint Committee’s recommendation is that the Department of Health-has to fix
the charges it makes o the VHI at a rate which does not cause VHI patients to shift

- from public hospitals to private hospitals and so maintains the existing balance. The

other constraint which has to be respected is the possibility that the impact of paybed
charges (along with other costs) on the level of the VHI's premiums will cause people
lo drop out of the VHI altogether. Both of these considerations suggest to the Joint
Committee that paybed charges are now at approximately their correct relationship
to private hospital charges.

VHI Cost Control Systems
The VHI has adopted a number of appreaches to the control of costs:

Computerisation:

The VHI has invested heavily in recent years in computerised systems. These
allow the VHI to handle a larger volume of claims with the same number of,
or fewer, employees. It also allows the VHI to monitor claims for
reimbursements by individual hospitals and by praclitioners.

Encouraging cost effective practices:

The VHI endeavours to control expenditure with incentives for cost effective
practices. This includes incentives to divert patients to day surgery, to reduce
the average length of stay in hospital and to transfer post operative patients
from expensive acute hospitals to lower cost convalescent hospitals.

Control on New Facilities:

The VHI also keeps downward pressurc on costs through limiting the
"proliferation” of facilities in the form of extra bed capacity or extra
equipment. Tight control on capacity ensures that there is little scope for
supplier induced demand. OI course, if the VHI applies too much pressure the
result will be that genuine needs will go un-met. This is, in fact, the case
urged by the IHAIL. And there have been occasions when the VHI has been
obliged to provide. coverage for facilities which it felt were excessive most
notably in the case of the two high tech private hospitals. The VHI felt that
one high tech hospital would have been sufficient. In its submission, the-VHI
has pointed out that there is no official hospital licensing system in Ireland
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which would help ensure that supply of facilities was in line with demand. ®

The danger with an official licensing sysiem for hospitals is that it could rigidify the
hospital sysiem and suppress the introduction of technology. As in the case of the
Joint Committee’s recommendations about reimbursement of hospitals and
consultants, a solution might be to submit to independent assessment procedures all
proposals for new technologies and facilities, including the required number of beds
in the private and public sectors. Since there are similarities in the assessment of
reimbursement claims from hospitals and consultants and the assessment of the cost
effectivenéss of medical facilities, the assessor/fombudsman should be the same for all
three. However, as noted in paragraph 6.27, the expert advice available to the
assessor/ombudsman might vary somewhat depending on the issue before him or her.

In its Corporate Plan, the VHI has outlined additional methods for improving cost
effectiveness of the services provided for its members by consultants and hospitals.
Three initiatives which the VHI is preparing seem to the Joint Committee to be
particularly noteworthy:

Peer Review:

The VHI proposes to encourage private hospitals to introduce arrangements
for reviewing the outcome of treatments so_as to identify and promote best
‘practice among consultants;

Utilisation Review:

The VHI proposes to strengthen its computerised systems for monitoring the
cost of different treatments from hospital to hospital and practitioner to
practitioner. Variations in costs will be readily identifiable and communicated
to providers to encourage adoption of cost effective treatments.

Hospital Information Systems:

The VHI proposes to help hospitals to develop information systems which will
improve hospital decision making and facilitate communication of claims
between the hospitals and the VHI.

The VHI’s proposals to implement improvements in its own systems and those of the
hospilals in order to enhance cost control and to promote peer review in order to
promote best practice, are strongly endorsed by the Joint Committee. The Joint
Committee looks forward to reviewing the benefits of these initiatives on the next
occasion that it examines the. VHI. :

' The existence of three MR scanners in the private sector for 1.3 million private health subscribers might be an example of

proliferation since it has been suggested that 1 MRI scanneér per million persons should be sufficient. The heavy demand experienced
for these machines does not meeo that there is not over capacity: some of the demand is from public patients pending the installation
of a scanner in Becumont Hospital and in other cases the availability of capacity has generated use which would not normally be
justified.
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7. Competition and Community Rating

Although it was not recommended in the Advisory Committee report, nor is it
incorporated in the 1957 Act, it has generally been accepted that the VHI, to be
effective, would have to be a'monopoly. The 1957 Act requires that applicants must
hold a licence from the Department of Health to provide health insurance and it has
been the practice since the VHI was established to refuse applications for such
licences.

"“Insurance Legislation

With entry to the European Community, and the programme lo create a single
market, there has been increasing harmonisation of member states’ insurance industry
regulations as well as measures for opening up member stales’ insurance markets to
insurers from other member states.

First Non Life Directive:

This established common rules for cal¢ulating solvency margins and made it
easier [or insurers from one member state to establish in another. However,
member states were permitted to exempt certain institutions from these
regulations and the Irish Government exempted the VHI.

Second Non Life Directive:

Insurahce companies were permitted to offer insurance in other member states
without having an establishment in other member states. In these cases,
responsibility for ensuring that solvency margins are respected rests with the
"home" country. The VHI was exempled.from the provisions of this Directive
also.

Third Non Life Directive:

This abolishes the exemptions so that from July 1994 the VHI and health
insurance in general will be exposed to the rigours of the First and Second
Directives. However, largely at the insistence of the Irish Government, the
Directive provides that member state Governments can require health insurers
to market policies based on the principles of communily rating, open
enrolment (anyone can join) and life time membership (membership cannot be
withdrawn on age grounds). These insurers do not have to be established in
Ireland.
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Three aspects of competition among health insurers are. worth considering in some
detail:

® the control of risks and the pricing of subscriptions;
® the range of insurance products on offer to the market;

® the cost effectiveness of insurers contracts with health providers (i.e.
doctors and hospitals).

Risks and Premiums

The VHI’s subscriptions are based on the community rating principle. That is,
everyone pays the same health insurance premium irrespective of their risk of making
a claim. These risks rise progressively with age so that community rating involves a
transfer from the young to the old. This transfer is justified on social grounds because
the old are judged to be more vulnerable economically than the young. In the VHI's
Plans there are some limits to the principle: people over 65 cannot join the VHI while
all have to go through a waiting period before gaining eligibility for benefit.
Conditions existing prior to membership are not claimable. But subject to that, the
VHI premiums are the same; anyone can join and can remain a member for. life.- -

The-opposite to community rating is.risk rating, whereby premiums are calculated in
relation to the probability that a class of subscriber will make a claim. In a
competitive environment it is believed that new entrants to health insurance, whether
domestic or foreign, would offer lower risk related schemes which would mean lower
rates for young people. Young subscribers would thus be attracted away from the
VHI which would eventually be left with the higher risks ("cherry picking"). The
VHI would, therefore, have to raise its rates to very high levels to remain solvent.
This would constitute an unfair burden on older subscribers.

It could be argued that the VHI has such a strong "hold" on the market that new
entrants would make little impression on the VHI’s finances and so enable community
rating regime to conlinue, even in a market open to entry by competitors. This may
well be the case in the initial stages of the open market. But the evidence from the
UK and Australia is that a community rating insurer will eventually be vulnerable to
competition from a risk rated competitor. If community rating is to be preserved,

some regulatory mechanism will be required.

Before going on to consider the form of regulation, it is as well to consider arguments
against communily rating which have been put forward by the consultants and/or the
private hospitals:
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Community rating encourages adverse risk selection. The ‘bad risks are
encouraged to join by the relatively (i.c. relative to their risk of claiming) low
cost while the good risks are deterred by the relatively high cost. This means
that overall costs are likely to be higher than under a risk related scheme.
However, given that one third of the population are members of the VHI it
seems to the Joint Commitiee that any extra cost must be relatively small.
Indeed, the evidence from the ESRI report ®.is that VH] members have a
higher, not lower, health status than the rest of the population.

Having been deterred from joining the VHI in their youth by high premiums,
some people never join, thus depressing the potential number of insured
persons. However, as noted in paragraph 3.7, the young are proportionately
represented in the membership of the VHI which does not give much support
for this argument - even when allowance is made for the point in paragraph
3.8 (2) that the young are under represented in the VHI’s higher Plans.

Table 7.1 Age Related Premia

_ (on basis of communily rating = 100}
Age Apge Specific Rate
20 33
30 90
40 90
50 100
60 123
70 , 225
80 275
90 325

This is based on the VHI's A Plan and includes males and females.

The Joint Committee’s view is that community rating is a principle worth defending.
Certainly, a fully risk-rated system, which would rate subscribers according to very
fine age groups would not be acceptable. As Table 7.1 indicates, under a risk rated
system, an 80 year old would have to pay nearly three times the average (i.e.
community) rate. Also, the elderly have been net contributors to the VHI during their
younger days and so have a moral, if not a legal, entitlement to be net beneficiaries
in their old age. Finally, the VHI's membership now embraces a very large
proportion of the population, many of whom, as Chapter 3 indicates, are from the
middle income groups. This justifies the use of restrictions which protect subscribers
from the full impact of a freely competitive market.

* Brian Nolan, The Utilisation and Firancing of Health Services in Ireland, Economic ond Sociol Research Institute, General

Research Series, Paper No 155, Dublin, 1991.
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Regulating for Community Rating

The regulation of the Irish health market to ensure that, in a competitive environment,
community rating can be preserved gives rise to a number of technical problems. It
might be thought that cherry picking could be avoided by simply requiring all insurers
to offer open enrolment and lifetime membership. This would mean that insurers
would be obliged to take and keep subscribers as they apply and, therefore, they will
not be able to refuse the higher risks. However, insurers can market their products
at particular segments of the market and, while not refusing what they consider to be
bad risks, can ensure that the majority of subscribers are in the desired category. For
example, insurers could attract younger people by directing their marketing effort at
employers whose workforces tend to be below the average age.

In countries which have sought to combine competition and community rating, it has
therefore been necessary to introduce an equalising financing mechanism or
compensation fund (in Australia this is termed the reinsurance fund). In principle, the
mechanism is simple: insurers report their claims expenses for those over a certain
age (in Australia this is 65) and those insurers which have less than the average
number of 65 plus year-olds in their membership pay a levy into the compensation

‘fund, while those who have more than the average 65 plus draw out a subsidy. There

is, therefore, no incentive for the competing funds to use the techniques referred to
in the preceding paragraph to evade elderly subscribers (open enrolment and lifetime
membership are obligatory in Australia).

In practice, however, the Australian compensation fund has not totally eliminated the
scope for cherry picking and even more sophisticated systems based on a range of
factors additional to age and chronic illness could be open to manipulation by
insurers.” While in the early years of the open market it is not likely that any
distortion in the equalisation mechanism would make a great deal of difference to the
VHI, in the long run a fairly sophisticated mechanism will have to be implemented.

However, one major drawback inherent-in the compensation fund concept is that it
is difficult to apply it 10 more than one health insurance scheme. For example, it
would not be practical to devise a scheme for each of the VHI’s five insurance Plans,
still less for the multiplicity of plans which may emerge in a competitive market. The
consequence of this is that it will be necessary to define a "basic" plan which all
insurers must offer and which will be eligible for funding from, or obliged to make
payments to, the compensation fund. The VHI’s B Plan, which provides for semi-
private accommodation in ordinary private hospitals and private accommodation in
public hospitals, has the largest number of subscribers and is likely to be the basic
insurance scheme.

¥ vande Ven, W.P.M. and von Vliet, R.C.1.A., How Can We Prevent Cream Skimming in a Competitive Health Insurance Market,
Second World Congress on Health Economics, Zurich, September 1930.
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This could mean that all insurance -schemes other than the basic. one would be

excluded from the operations of the compensation fund and would thus, under the
force of competition, eventually become fully risk rated. However, an alternative
arrangement would be that all health insurance schemes would be subject to the
compensation mechanism to the extent that their costs do not exceed those covered
by the basic scheme. This would mean that only that fraction of the costs of, for
example, the D Plan, which is attributable 10 accommodation in the Mater Private or
Blackrock Clinic, would be risk rated, while the bulk of the subscriptions would
remain community rated. The Joint Committee is of the opinion that the compensation
mechanism, and, by implication, community rating, should be applied to all health
insurance schemes (excepting the "ancillaries" mentioned below) to the extent that the
costs of these schemes do not exceed the costs of the basic scheme.

Insurance Products

If the community rating principle is safeguarded, that means that one form in which
competition will take place will be product diversily. In addition to basic polices
covering hospital and consultants’ fees, companies will compete by offering
supplementary insurance for GPs’ visits, drugs, dental treatment, unorthodox
therapies (acupuncture, reflexology, etc). These would widen consumer choice and
so be a welcome addition to the Irish market. In the interests of preserving the drain
on the Exchequer, and not giving undue artificial encouragement to the growth in
health care expenditure, it might not be desirable that health insurance premiums for
these ancillaries be eligible for tax relief. The Joint Commitiee would certainly
visualise that the VHI would extend its range of insurance products to cover some of
these ancillary forms of insurance, if it is nccessary 1o meet the competition.

Relations with Health Providers

One other way in which competition can manifest itself under a community rating
regime is through insurers negotiating lower charges for their subscribers with health
providers: hospitals and consultants. Given that consultants, the Department of Health
and the private hospitals are anxious to increase their charges, there would not seem
to be much scope for this form of competition in the Irish case. It might, however,
be a factor in the long run and if so, it would be a welcome countervailing force 1o
the on-going pressures of medical inflation.

However, given the known objection by the public to balance billing it is more likely
that competition will include offering total indemnity for consultants’ fees. Though
expensive, such policies could be popular and affordable by relatively high income
groups. Unfortunaiely, policies of this kind might reinforce inflationary tendencies
which the Joint Committec believes are alrcady latent in the area of professional fees.
The Joint Committee understands that the Government has not yet decided whether



54

it will continue to exercise control over the level of premiums. However, the Joint
.Committee believes that it would be desirable for the Government to retain powers
to enable it to intervene to control the level of premiums, should it appear that
medical inflation was getting out of hand.
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8. Future Devélopment of the VHI

The advent of competition, whether in an actual or potential form, will dramatically
change the environment in which the VHI will be operating. From a monopolistic
enterprise, it will have to become a fully competitive market oriented organisation.
This will call for considerable cultural and organisational change within the VHI. It
will also call for changes in the State’s controls over the VHI. However, the VHI
was cstablished as a statutory corporation under the close jurisdiction of the
Department of Health with the responsibility for administering schemes of health
insurance and not much else. This is no longer an adequate framework for the future.
It is undersicod that the Department of Health, in conjunction with preparing

" legislation for the protection of community rating, is also'considering 2 major revision

to the. 1957 Act. This chapter makes recominendations about changes to the 1957 Act
and about changes within the VHI.

Scope of Activities

In.its submission to the Joint Committee the VHI asked that it should have the powers
1o engage in:

® all forms of health-related insurance such as,cash schemes ("permanent °
" health") and holiday health insurance;

" ® ownership and/or operation 'of health care facilities including in-patient and
out-patient and facilities for the elderly; . '

® the provision of insurance for care for the elderly;
® the development of work site "wellness programmes" and health screening;

‘® the sale of information technology services based on expertise bu1ll up
internally by the VHI;

@ the development of overseas business gererally. =

In terms of the 1957 Act, these activities would require changes permitting the VHI
to raise finance, make loans, create_subsidiari:s, engage in activities other than health
insurance schemes as prescribed in Section 4 of the 1957 Act, and undertake activities
overseas.
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The Joint Committee endorses the wish of the VHI to expand the scope of its
activities and suggests that the simplest method of proceeding would be to change the
VHI from a statulory corporation to a company incorporated under the Companies
Acts or a cooperative formed under the Friendly Societies legislation (the issue of
ownership and control is discussed below). The memorandum and articles of
association would then specify the activities which could be carried on by the VHI
and which could include all of the foregoing. The contents of the memorandum and
articles could be changed simply by resolution, shouid there be any requirement to
do so in the future.

VHI Ownership and Management of Hospitals

The THAI and the consultants have expressed strong objection to the VHI becoming
involved in the operation and ownership of hospitals. Their objection is on the
grounds that the VHI would have a conflict of interest as between obtaining the best
terms for its own members from the existing private hospitals and ensuring the
viability of its own hospitals. It would also be in a position, through the use of its
existing powers, to squeeze the profitability of the private hospitals and inhibit their
development, thus making them vulnerable to competition from the VHI’s hospitals.
Indeed, the IHAI seemed to indicate that the VHI might already be engaged in such

a policy. o L - -

The VHI have stated that they would only wish 1o enter the hospital sector if the
closure of some existing institution were to leave its subscribers without access in
some part of the country. In this context, the VHI referred to the decline in religious
vocations which, the VHI felt, might eventually lead to the closure of some of the

‘private hospitals. But the VHI also adverted in its submission to the role of the for

profit private hospitals which, it claimed, have a tendency to raise costs. There may
be some implication here that the VHI might seek to inhibit the development of this
segment of the hospital sector, if necessary by directly intervening itself.

The Joint Committee’s view is that the VHI has or will have enough powers to
encourage the provision of hospitals by private groups and that unless there evolved
some compelling competitive reason, the VHI should not become directly involved
in the provision of hospital services because:

® the conflict of interest argument put forward by the private hospitals seems
to the Joint Committee to be a valid argument;

® hospital ownership and operation are not areas of VHI expertise.

The corollary of this recommendation is that the VHI may have to accept that future
development of health services probably will be through private for profit groups.
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Indeed, given the cost of funding modern medical facilities, and the conséq'uehl need
for profitability, it is likely that there will eventually be not much dlfference in the
modus operandi of charitable and for proflt hospitals.

On the other hand the Joint Committec endorses the VHI’s intentions of becoming
involved in health promotion schemes, ancillary insurance schemes and the sales of
information technology. As the example of the ESB’s sale of treasury management
and project management. expertise has shown, internally generated skills of state
companies can be successfully marketed at home and abroad.

Ownership and Control of the VHI

At the present moment, the VHI has no share capital but is in effect owned by the
Department of Health. As has been pointed out elsewhere in this report, the VHI is
in an_invidious position vis & vis private hospitals and consultants by virtue of its
ownership and control by the Department of Health. But ownership and control of the
VHI could place. the Department itself in a difficult situation when a competitive
market emerges. In these circumstances the Joint Committee believes there is a case
for a change in the VHI’s status. The options would appear to be the following:

¢ Formation as a company under the Companies Acts and privatisation
The advantage is that the new enterprise will have full commercial flexibility,
access 1o capital, a clearly defined management structure and clearly defined
objectives. The main disadvantage is that the VHI is, and will remain for a
considerable period, the largest factor in health insurance. In the Joint
Committee’s view, it is not acceptable, either to members or health service
providers; for it o be subject to a profit motivation.

¢ Formation as a cooperative :
This could incorporate commercial flexibility and would correspond closely
to the existing structure and cthos of the Board. The disadvantage is that with
a widely dispersed membership, the election of appropriate directors and the
appointment of managers could prove to be a problem - as appears to have
been the case for several building societies. On balance, the Joint Committee
. would not favour the formation of the VHI along cooperative lines.

® Conversion from its present status as a statutory corporation into a state
owned company incorporated under the Companies Acts.

This gives the VHI the [lexibility of a commercial legal framework but retains
the public interest ethos which would be lost in a privatised entity. The
dangers from too close identification of the VHI with the Department of
Health, mentioned in Chapter 4 could be minimised by the arms length
arrangements-discussed in paragraphs 4.15 and 4.16 and also by new crileria
for appointing Directors. (See paragraph 8.11 below). On balance, the Joint
Committee favours the change of the VHI into a state company.
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Board of Directors

The 1957 Act specifies that the VHI Board should consist of five directors. This does
not seem 1o the Joint Committee to be sufficient and it recommends that this be
expanded to nine. It is desirable that there should be an explicit requirement that a
majority of the VHI’s Directors should ‘be mainly representative of members’
interests. This would help ensure the VHI’s independence of Government. Indeed,
and pending expansion of the Board of the VHI, and any change in its legal status,
the Joint Committee recommends that at least two and not more than three of the
Directors of the VHI should be appointed as representatives of members’ interests.

Management

The VHI was constituted and for the last 36 years has operated as a monopoly
supplier of health insurance with a limited range of functions. From next year it will
face the threat of competition. However, if the Joint Committee’s recommendations
on scope of activities are accepted, the VHI will also have a much wider range of
options. This will call for major change in the organisation, staffing and "culture" of
the organisation. In particular, the VHI will have to become a market oriented
company. The Joint Committee recommends that the VHI should undertake the
necessary recruitment and training to position itself to respond-to these challenges and
opportunitics.” i
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Appendix |
Glossary of Terms

Tendency amongst people who are most exposed to insurablé risks to
take oul insurance against these risks. An example would be a person
who, recognising that the chances of incurring a serious illness
increases wilh age, decides to join the VHI on reaching his fifties. ..

Fixing insurance premiums by reference to the average amount of
claims paid to all the insured. In the case of health insurance that
means dividing the tota} cost of claims by the total number of VHI
members. It is to be distinguished from "experience rating".

Fixing insurance premiums for any class of insured by reference to the
claims paid out to that class. In the case of health insurance this might
be done by charging lower premiums to those less likely to claim such
as the young, those with a good medical history, members of certain
socio-economic groups, and so on, while higher premiums are charged
10 those outside these categories.

Tendency of an insured person to incur the contingency insured against
or at least 10 be careless about avoiding it. This is more likely to
happen in the case of, say, household contents insurance, or credit
insuranceé than health insurance. But it is possible, for example, that
some people may persist with an unhealthy lifestyle in the belief that
with health insurance effective' medical intervention will be readily
available to make good the adverse consequences.

Under the Public Health Acts, those entitled to free treatment in a
public hospital including the cost of accommodation, ancillaries (X
rays, blood transfusions, etc) and doctors’ fees provided they do not
opt for' accommodation in a private or semi private bed and they do
not opt to be trealed by a specific consultant. This category also is
entitled to free consultation with doctors and free drugs under the
General Medical Scheme. Category I constitute about 40% of the
population and are chosen on a means-tested basis.

Under the Public Health Acts, those entitled to the same as Category
I as regards hospital treatment subject to a daily levy of £20 up 1o a
limit of £200 in a twelve month period. Unlike Category I, Category
[T are not entitled to services under the General Medical Scheme. Up
to 1991, this Category accounled for about 45% of the population and
were sclected by reference to earnings subject to PRSI. However,
since 1991, Category Il has been abolished and Category Il
encompasses all those not in Category I.



Category I

Hospital
Maintenance

Total Indemnity

Balance Billing

Paybeds

Open Enrolment

Lifetime
Membership
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Up to 1991, this Category had the same hospital entitlements as
Category Il except that they were liable for consultants’ fees. About
15% of the population were included in this Category.

The cost of accommaodation, ancillaries, services of nurses and nen-
consulting professional staff (e.g. junior doctors) in a hospital. In other
words, all costs except those of consultants.

The concept of insuring against all the costs of an episode of illness.
At the moment VHI members have total indemnity for hospital
maintenance (provided they stay within the limits specified in the Plan
to which they are subscribing). But some consultants charge higher
fees for some procedures than the VHI is willing to reimburse. In the
case of these consultants’ fees there is therefore only partial indemnity
and they "balance bill" their clients.

Doctlors who charge higher fees than those which the VHI will
reimburse present their patients with a bill for the difference. This is
referred to as balance billing.

Private beds in. public hospitals. If patients opt for treatment in
paybeds they are liable for charges for maintenance and consultants’ _
fees. There-are 2;360 paybeds-in public hospitals at the moment.

The practice of accepting all persons who apply for membership
without discrimination. The VHI applies few preconditions and thus
has virtually open enrolment (e.g. pre-existing conditions are not
covered and older age groups have a waiting period before being
allowed to claim. Those over 65 are not allowed to join.}).

The practice of permitting people to remain members throughout their
lifetimes. By contrast, in other countries, some health insurance
schemes operated by employers are confined to the period of the
insured person’s employment with the company.
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Appendix II

Statistics on Membership of the VHI

I Table A.1 Membership and Entitlement Category : I‘

Entitlement Category Percentage of category Percentage of all persons covered by
with VHI coverage VHI by category
| 2.8 34
I 32.6 59.8
II 74.1 371
All 28.2 100.0 |

Source: Brian Nolan, The Utilisation and Financing of Health Services in Iréland, Economic ‘and Social
Research lustitute, General Rescarch Series, Paper No 155, Dublin, 1991.

-
Table A.2 VIII Membership and llousehold Disposable Income f
Decile Percentage of VHI Percentage of Persons in | Percentage of all
Members in Decile | Decile Having VHI Cover | Persons in Decile
Unadjusted | Adjusted | Unadjusted ~Adjusted | Unadjusted | Adjusted
Bottom 2.1 2.7 13.4 6.7 4.4 11.3
2 2.0 2.8 10.6 7.0 53 11.5
3 1.8 23 6.2 7.7 8.2 8.4
4 ) 23 3.8 6.5 12.5 101 8.5
5 4.6 6.0 12.0 16.2 10.8 10.4
6 7.8 9.8 20.1 26.0 11.0 10.6
7 12.6 14.7 29.7 36.7 11.9 11.3
8 17.1 15.8 39.4 44.8 12.2 9.9
9 223 20.3 49.5 58.8 12.7 9.8
Top 27.5 21.8 57.8 74.7 13.4 8.2
Total 100.0 100.0 28.2 28.2 100.0 100.0
"Adjusted" means adjusted for size of family.

Source: Brian Nolan, The Ultilisation and Financing of Health Services in Ireland, Economic and Social
Research Institute, General Rescarch Series, Paper No 155, Dublin, 1991.



|| Table A.3 VHI Membership and Social Class ]l
I__—"_—_‘___"'_—'___'___"-_‘_I

Social Class Percentage of all VHI Percentage of Persons Percentage of all
Members in Class in Class with VHI Persons in Class
Higher 26.2 69.2 10.9
Professional/Managerial
| Lower 24.8 58.3, 12.3
Professiopal/Managerial
Other Non-Manual 16.6 19.1 25.0
|| Skilted Manual 16.6 19.1 25.0
" Semi-Skilled Manual 10.1 14.9 19.6
Unskilled Manual 1.5 32 13.7
All ' 100.0 28.2 100.0 "

Source: Brian Nolan, The Utilisation and Financing of Health Services in Ireland, FEconomic and Social
Research Institute, General Research Series, Paper No 155, Dublin, 1991.

| Table A.4 VHI Membership and Age I

Age Group Percentage of all VHI Percentage of Age Percentage of all
Members in Age Group | Group with VHI Cover | Persons in Age Group
0-14 30.9 27.6 315
15-24 14 .4 26.1 15.5
25-34 16.5 30.1 15.5
35-44 13.4 35.6. 10.6 I
45-54 10.5 33.3 8.9
55-64 8.2 28.1 8.2
65-74 5.0 21.5 6.5
5+ 13 11.3 33
All 100.0 28.2 100.0

Source: Brian Nolan, The Utilisation and Financing of Health_Servicesrl'n Ireland, Economic and Social
Research lnstitute;, General Research Series, Paper No 155, Dublio, 1991.
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Appendix Ill

Note: The list following is a copy of the VHI's doctor file of participating
consultants and specialists, supplied by the Board to the Committee. The file is
sorted by area and specialty. It includes locum consultants. The VHI state that
the information is current as at the 2 1st December 1993 at 3.41 p.m.
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CARLOW

CAVAN

CLARE

CORK

SPECIALTY
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NAME
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GENERAL INTERNAL MEDICINE

PAEDIATRICIAN

RADIOLOGIST

GENERAL SURGEON

GENERAL INTERNAL MEDICINE

PSYCHIATRIST

RADICLOGIST

GENERAL SURGEON

OPHTHALMIC PHYSICIAN

CARDIOLOGIST

DERMATOLOGIST

ENDOCRINOLOGIST

GASTROENTEROLOGIST

GENERAL INTERNAL MEDICINE

DR P.PAUL SMYTH
DR FRANK WALKER

DR CLODAGH O'REILLY
DR KATHERINE D. MC GOWAN

NQOEL MC MURRAY
JAWAD MOHYEDDIN

MR
MR

DR DOMINICK L. COOKE
DR DANIEL C. CURTIN
PROF MICHAEL MURFHY

DR
DR
DR

MOOSAJEE BHAMJEE
MARY J. MC INERNEY
MAIRE C. MC LOUGHLIN
DR JOSEPH F. HOGAN
MR GERARD BYRNES

MR DENIS C. O'CEALLAIGH

DR JARLATH M. GALLAGHER

NOEL S. CAHILL
WILLIAM H. FENNELL
JOHN F. KENNY

DR
DR
DR

DR
DR
DR

DONAL BERNARD BUCKLEY
ROBERT FOUNTAIN
J.FERGUS LYONS

DR BRENDAN BUCKLEY
PROF JOHN B. FERRISS
DR C.HOWEL WALSH

DR MICHAEL O'SEEA
PROF FERGUS SHANAHAN
DR MICHAEL J. WHELTON

DR MICHAEL BENNETT
DR NEILL J. BRENNAN



AREA SPECTALTY

CORK GENERAL INTERNAL MEDICINE

GERIATRICIAN

NEPHROLOGIST

NEUROLOGIST

PAEDIATRICIAN

PSYCHIATRIST

RADIOTHERAPIST

RADIOLOGIST
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NAME
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DR
DR
DR
DR
DR
DR

DR
DR

DR

DR
DR

DR
DR
DR
DR
DR

DR

DR
DR
DR
DR
DR
DR
DR
DR
DR
DR
DR
DR
DR
DR

DR

DR
DR
DR
DR
DR
DR
DR

JANE ENGLISH

DEREK MC COY
MAURICE F. MC MAHON
TERESA H. MITCHELL
E.BARRY MURPHY
PATRICK A. SULLIVAN

CORNELIUS M. HYLAND
CILLIAN TWOMEY

DERMOT MURNAGHAN

NOEL CALLAGHAN
RODERICK J. GALVIN
HUGH HARRINGTON

GERALD H. CUSSEN
PETER J. KEARNEY
J MC KIERNAN

S 0'DONCGHUE
NOEL J. TANGNEY

JAMES B.G. WATSON - -- - .-

ROBERT M. BOWMAN
DAVID F. BRODERICK
MARY BUCKLEY

TIM BYRNE

MARY T. DINEEN
MARIE A. FERRARI
MARY HOGAN-MURPHY
MARY V. HYNES-0O'SULLIVAN
MICHAEL J. KELLEHER
FREDRICK C. LE GEAR
EUGENE MORGAN
PATRICK A. MURRAY
MARGARET M O'LEARY
JOHN D. SULLIVAN

SEAMUS M. O'CATHAIL

PATRICK BARRETT
DANIEL I. BUCKLEY
TERENCE P. CONNCLLY
EDWARD FITZGERALD
RAYMOND G.T. LOVETT
VALENTINE MORAN
ANDREW N O'DONOVAN
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CORK RADIOLOGIST

RESPIRATORY PHYSICIAN

RHEUMATOLOGIST

GENERAL SURGEON

EAR NOSE AND THROAT
SURGEON

OBSTETRICIAN/GYNAECOLOGIS
T

OPHTHALMIC SURGEON

ORTHOPAEDIC SURGEON

PLASTIC SURGEON

CARDIO-THORACIC SURGEON

GERALDINE O'NEILL

LOVETT/MERCY RADIOLOGIST GROUP
M.C.HICEKEY FOR RADIOLOGIST GROUP
E.M. TWOMEY

CHARLES P. BREDIN
MAIRE T. NOLAN

PATRICK CASHIN
PATRICK L. -KINSELLA
MICHAEL G. MOLLOY
MARK PHELAN

PROF MICHAEL P. BRADY
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DR
DR
DR
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SEAN S. BRENNAN
FRANK CREEDON
0.J. FRANCIS
PETER R. GAFFNEY
PAUL J. HARTE
PAUL G. HORGAN
JOHN P. KELLY
PATRICK B. KIELY

OF WILLIAM O. KIRWAN

JAMES G. MULCAHY
JOSEPH A. O'DONNELL
GERARD C. O'SULLIVAN
DENIS M. RICHARDSON
AONGUS TWOMEY

DAVID J. WALDRON

HAZEM H. AMIN
PATRICK A. O'MEARA

VINCENT FENTON
PATRICK J. KIERAN
TIMOTHY C.F. O’CONNOR

EAMON C. HORAN
AIDAN MURRAY
GERARD O’CONNCR

JOHN CURTIN

ANTHONY J. MC GUINNESS
FREDERICK H. MOORE
GEORGE B. MULLAN

KEVIN C. CONDON
THOMAS P.F. O'CONNOR

THOMAS AHERNE
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CORK

DONEGAL

SPECIALTY
NEUROSURGEON

ORAL SURGECON

MEDICAL ONCOLOGIST

CLINICAL HAEMATOLOGIST
UROLOGIST
PALLIATIVE MEDICINE

ACCIDENT AND EMERGENCY

OPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE

GERIATRICIAN

PAEDIATRICIAN

PSYCHIATRIST

RADIOLOGIST

GENERAL SURGEON
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MR TIMOTHY F. BUCKLEY
MR JOHN C. MARKS

PROF LOUIS A BUCKLEY

THE CONSULTANTS CORK DENTAL SCHOOL
P.J. KEATING

WILLIAM P. MURPHY

WILLIAM J. RYAN
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DR GORDON M. MULLINS
DR KATHERINE P. COTTER
DR MICHAEL MADDEN

DR CORNELIUS C. MURPHY

MR JOHN F BUCKLEY

‘MR DAVID KIELY

DR P.ANTHONY O’BRIEN

DR GERALDINE COLLINS
MR STEPHEN CUSACK

DR OONAGH AGNES D. HAWE

DR JOHN G. MADDEN
DR ANN MC CARTHY
DR INA T. O'CONNOR
DR DENIS J. WILSON

DR LIAM BANNAN
DR P.BRIAN CALLAGHAN

DR KENNETH MULPETER

DR SEAMUS MC GUIRE
DR CATHERINE M. RYAN

DR EDWARD HANLON

DR CONALL MAC A-BHAIRD
DR MARY P. O'CARROLL

MR ALLEEM U. BUTT

MR J.GOLDEN-GWC
CONS-LETTERKENNY .HOS

MR JOSEPH A. HANLEY

MR PHILIP JOSEPH MC LAUGHLIN
MR KEVIN T. MORAN

MR TIM RYAN
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AREA SPECIALTY NAME
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DONEGAL OBSTETRICIAN/GYNAECOLOGIS DR RANI HITHAVACHANI

T DR ALISTAIR MC FARLANE
ORTHOPAEDIC SURGEON MR AIDAN F. LYNCH
DUBLIN CARDIOLOGIST PROF SEAN BLAKE

DR JOHN G.M. CLARKE
DR PETER A. CREAN
DR DESMOND F. DUFF
DR JOHN ERWIN
DR DERMOT E. FITZGERALD
DR GERARD F. GEARTY
DR IAN M. GRAHAM
. DR MARIE T. HARTE
. DR JOHN H. HORGAN
DR BRIAN MAURER
‘DR HUGH MC CANN
DR CONOR MC CARTHY
PROF RISTEARD MULCAHY
DR DECLAN 0'CALLAGHAN
DR PAUL OSLIZLOK
DR B.DENHAM FOR PAED.CARDIO.GROUP
DR PETER J. QUIGLEY
DR DECLAN D. SUGRUE
DR MICHAEL J. WALSH

CLINICAL IMMUNOLOGIST DR E.BRUCE MITCHELL

DERMATOLOGIST DR BRYANNA ALTON
DR LOUISE BARNES
DR CHARLES DUPONT
DR GERALDINE M. MORROW
DR GILLYAN MURPHY

DERMATOLOGIST
DR BRIGID O'CONNELL
DR SEAN 0'LOUGHLIN
DR FRANK C. POWELL
DR SARAH ROGERS
DR ROSEMARY WATSON
DR MARJORIE M. YOUNG

ENDOCRINOLOGIST DR COLM COSTIGAN
PROF AUSTIN DARRAGH
DR JAMES G. DEVLIN
DR TAREK M FIAD
DR JAMES F. FINUCANE
DR RICHARD G. FIRTH
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DUBLIN

SPECIALTY

ENDOCRINOLOGIST

GASTROENTEROLOGIST

GENERAL INTERNAL MEDICINE

GERIATRICIAN

NEPHROLOGIST
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NAME

DR ANDREW G. HEFFERNAN
DR T.JOSEPH MC KENNA
DR NIALL O'MEARA

PROF J.STEPHEN DOYLE (RCSI)
DR HEATHER HOLLOWAY

DR CONOR MC CARTHY

DR NOIRIN NOONAN

PROF COLM O'MORAIN

DR JOHN BARRAGRY

DR MAURICE A. BARRY

DR MICHAEL P. BUCKLEY
DR CONOR M. BURKE

DR GEOFFREY A. CHADWICK
DR MARY PAULA COLGAN

MR ANTONIO DIAS

DR ROISIN DRURY

DR JOHN FEELY

DR MARIE MAC CORMAC

DR THOMAS D. MC CARTHY
DR MALACHI J. MC KENNA
DR ANTHONY J. O'BRIEN
DR WILLIAM O’CONNOR. _ —
DR SHANE O'NEILL

DR GERARD SHEEHAN

DR EDMOND G. SMYTH

DR FRANCIS J. TIMONEY

PROF DAVIS COAKLEY

DR MORGAN J. CROWE

DR JOSEPH DUGGAN

DR DENIS M. KEATING
DR JOHN N. LAVAN

DR JACQUES G. NOEL

DR J.BERNARD WALSH

DR MICHAEL CARMODY

DR JOHN DONOHOE

DR JOHN S. FENNELL

DR M.S. LAHER

PROF FRANCIS P. MULDOWNEY
PROF JOSEPH WALSHE

DR ALAN WATSON

b i ] St e T P T P e et )
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DUBLIN NEUROLOGIST

PAEDIATRICIAN

PSYCHIATRIST

DR ORLA HARDIMAN

DR MICHAEL HUTCHINSON
DR JOSEPH B. MC MENAMIN
DR RAYMOND P. MURPHY
DR BRIAN C. O’'MCORE

DR JANICE M.T. REDMOND
DR HUGH STAUNTON

DR JOHN W. CARSON

DR THOMAS A. CLARKE
DR PATRICK F. DEASY
DR BRIAN DENHAM

DR SYLVIA DOCKERAY
DR BRENDAN DRUMM
PROF DENIS G. GILL (RCSI)
DR WINIFRED A. GORMAN
DR ELIZABETH GRIFFIN
DR OWEN J. HENSEY

DR HILARY HOEY

DR MARY D. KING

DR THOMAS G. MATTHEWS
DR MARY E.B. MC KAY

.DR HUGH P. MONAGHAN

DR URSULA MORRISON

DR JOHN F.A. MURPHY

DR EVAN MURPHY

DR NIALL G. O'BRIEN

DR NIALL V. O'DONOHOCE

THE MASTER/ROTUNDA PAEDIATRICIANS
DR MARGARET SIMMONS

DR EDWARD TEMPANY

DR MATOUK ZBAEDA

DR MARGARET M. ANGLIM
DR SIOBHAN BARRY

DR MICHAEL P. BOURKE
PROF PATRICIA CASEY
PROF ANTHONY W. CLARE
DR JOHN G. COONEY

DR JAMES A. CORBETT
DR IAN DALY

DR MARY M. DARBY
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DUBLIN PSYCHIATRIST DR DENIS EUSTACE

DR PETER FAHY

DR JALEJAR B. FANIBUNDA
DR JOSEPH A. FERNANDEZ
DR CAROL FITZPATRICK
DR P GALLIGAN

DR VINCENT T. GREENE
DR JOHN A. GRIFFIN

DR MARK L. HARTMAN

DR MARY HORGAN

DR DOROTHY KEELAN

DR MICHAEL G. KELLY
DR BRIAN A. LAWLOR

DR ANN LEADER

DR HELEN LEADER

DR ANNE MAGUIRE

DR P.W. MC CARTHY

DR S.D. MC GRATH

DR PAUL E. MC QUAID
PROF JOHN N. P. MOORE
DR MICHAEL D. MULCAHY
DR JAMES A. MULLANY
DR GEORGE E. MULLETT
DR MATTHEW MURPHY - - =
DR JAMES O*BOYLE

DR SINEAD O'BRIEN

DR JOHN J. O'CONNOR

DR DOMINICK J. O'DOHERTY
DR FRANK P. O'DONOGHUE
DR ANTHONY F. O'FLAHERTY
DR GERALDINE O'SULLIVAN
DR RAMAN PATEL

DR CHARLES G. SMITH

DR JOHN J. STACK

DR MARY P. STAINES

DR DEIRDRE STONE

DR BRION P SWEENEY

DR JOHN A. TYNDALL

DR NOEL WALSH

DR RICHARD J. WHITTY

DR JANE ELIZABETH WILLIAMS

RADIOTHERAPIST DR DENIS T. BAILEY
DR PATRICK A. BROWNE
DR AMITAVA DUTTA CHOWDHURY
DR NUALA CORCORAN
DR IAN FRASER
DR MICHAEL A. MAHER
DR MICHAEL J. MORIARTY
DR CATRIONA O'SULLIVAN

RADIOLOGIST DR MICHAEL BEHAN
DR NOEL S. BLAKE
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DUBLIN RADIOLOGIST DR EAMON BREATNACH"
DR JAMES C. CARR
DR ERIC COLHOUN
DR VERONICA DONOGHUE
DR JOSEPH T. ENNIS
DR MARY G. ENNIS
DR THOMAS FARRELL
DR O'RIORDAN/RADOP FOR CLANE
RAD.GROUP
DR ROBERT G. GIBNEY
DR JAMES F. GRIFFIN
DR J.BRIAN HOURIHANE
DR GERARD D. HURLEY
DR PIERCE J. HURLEY
DR HUGH A. JORDAN
DR FRANK KEELING
DR JEREMIAH KELLEHER
* DR DAVID A. LEGGE
DR JAMES G. LORIGAN
DR DONAL MAC ERLEAN
DR JAMES B. MASTERSON
DR PATRICK MC CANN
DR FRANK MC GRATH
DR DAVID P. MC INERNEY
DR J P O'CALLAGHAN
‘DR JOHN P. O'CALLAGHAN
DR DENIS 0O’'CONNELL
DR JOEN A. O'DWYER
DR DARA O'HALPIN
‘DR ANTHONY P. OWENS
DR D.O'CONNELL / RADIOLOGIST
DR J.CARR FOR RADIOLOGIST GROUP
DR ODWYER/BEAUMONT RADIOLOGIST
GROUP
DR D.LEGGE/ MATER RADIOLOGIST GROUP
DR N.BLAKE FOR RADICLOGIST GROUP
DR P.J.FREYNE FOR RADIOLOGIST GROUP
DR MCINERNEY FOR RADIOLOGISTS GROUP
DR G.HURLEY /MEATH RADIOLOGISTS
GROUP
DR MAX J. RYAN
DR J.CHARLES SHANAHAN
DR JOHN P. STACK
DR JAMES A. TOLAND
DR TAGHREED A TOMA

RESPIRATORY PHYSICIAN DR 'LUKE CLANCY
PROF MUIRIS X. FITZGERALD
DR JAMES HAYES
DR PATRICK KEELAN
DR PAUL P. KELLY
DR BRENDAN A. KEOGH
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DUBLIN  RESPIRATORY PHYSICIAN

RHEUMATOLOGIST

PHYSICIAN IN NUCLEAR
MEDICINE

GENERAL SURGEON

EAR NOSE AND THROAT
SURGEON

DR DAVID LYONS

DR TIMOTHY J. MC DONNELL
DR WALTER T. MC NICHOLAS
DR CATHERINE M. ODLUM
PROF JOHN S. PRICHARD

DR MERVYN R.H. TAYLOR

DR BARRY BRESNIHAN

DR EOIN B. CASEY

DR R.H. FEELY

DR OLIVER M. FITZGERALD
DR PAUL G. O'CONNELL,
DR SUSAN SANT

DR GEORGE J. DUFFY

PROF DAVID BOUCHIER-HAYES (RCSI)
HAROLD J. BROWNE
HYACINTH BROWNE

PAUL BURKE

NEVILLE F. COUSE
K.SIMON CROSS

THOMAS M._FEELEY- -~ . - - - - -
RAYMOND J. FITZGERALD
PROF EDWARD J. GUINEY

MR WILLIAM P. HEDERMAN
PROF THOMAS P.J. HENNESSY
DAVID A. LANE

BRIAN E. LANE

AUSTIN L. LEAHY

ENDA MC DERMOTT

EOIN MOONEY

CAHAL J.B. MULDOON
JAMES J. MURPHY
CHARLES A. O'MALLEY
HENRY OSBORNE

JEROME PEREIRA

THOMAS N. WALSH

BERRRRA
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DAVID CHARLES
ERIC FENELON

JAMAL JAWAD

THOMAS F. KEANE

VIVIAN KELLY

JOEN MC AULIFFE-CURTIN
OLIVER MC CULLEN
MAURICE F.A. O'CONNOR
THOMAS D.H. WILSON
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DUBLIN OBSTETRICIAN/GYNAECOLOGIS DR PATRICIA CROWLEY
: DR IAN J. DALRYMPLE
DR EDWIN W, LILLIE
DR DECLAN MEAGHER .
THE MASTER/ROTUNDA OBSTETRICIANS

OPHTHALMIC SURGEON MR ROBERT W. ACHESON

MR BIJAN BEIGI-NEJAD

MR JOHN BLAKE

MR ROGER BOWELL

MR HUGH P. CASSIDY

PROF PETER EUSTACE

DR MAUREEN HILLERY.

MR PATRICK J. KINAHAN

MR JAMES A. LAVIN
PATRICIA LOGAN
DENISE MC AULIFFE-CURTIN
HUGH N. O'DONOGHUE
MICHAEL M. O'KEEFFE
PERAMPALAM SELVANANTHAN
JOSEPH P.B. WALSH
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JATINDER P.S. CHHABRA -
DAVID J. FITZPATRICK
EOGHAN LAVELLE

NIAL C.J. MULVIHILL
'PARAIC MURRAY

JOSEPR G. O'BEIRNE
TIMOTHY M. O'BRIEN
S.KIERAN 0'ROURKE
SHAMEEN AHMED OSMAN
HUGH A. SMYTH

HEMANT K.D. THAKORE
MARTIN G. WALSH

ORTHOPAEDIC SURGEON

EEFEEEEEELEY

MICHAEL J. EARLEY
GERALD E. EDWARDS
DENIS L. LAWLOR
GEAROID LYNCH

MARTIN MC HUGH

SEAMUS O'RIAIN

JOSEPH B. PRENDIVILLE
DAVID A. LUKE

EILIS M. MC GOVERN

PLASTIC SURGEON

REEERESEE
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DUBLIN CARDIO-THORACIC SURGEON MR MAURICE NELIGAN
MR ALFRED E. WOCD

NEUROSURGEON MR FERGUS DONOVAN

MEDICAL ONCOLOGIST DR FIN BREATHNACH
DR DESMOND N. CARNEY
DR JOHN CROWN
DR PETER A. DALY
PROF JAMES J. FENNELLY
DR MAEVE POMEROY

CLINICAL HAEMATQLOGIST PROF SHAUN R. MC CANN
DR DONALD M MC CARTHY
DR JOHN R. O’DONNELL

UROLOGIST PROF JOHN M. FITZPATRICK
MR DAVID P. HICKEY
MR DANIEL G- EKELLY

PALLIATIVE MEDICINE DR MICHAEL K. KEARNEY

ACCIDENT AND EMERGENCY. DR -ROSALEEN HEALY — - -
DR PETER A. KEENAN
MR GEOFFREY D. KEYE

OPHTHALMIC PHYSICIAN DR GLORIA COUNAHAN
DR EUGENE MACKEY
DR PATRICK MATHEWS
DR FRANCIS D. MC AULEY
DR PATRICIA QUINLAN

GALWAY CARDIOLOGIST DR KIERAN M. DALY

DERMATOLOGIST DR MARY P. GARVEY
DR DAVID J. O’GORMAN

" ENDOCRINOLOGIST DR JOHN O’'DONNELL

GENERAL INTERNAL MEDICINE DR JOHN BARTON
DR EILIS M. CRYAN
DR JOHN P. DUFFY
DR MICHAEL DURITY
DR JOHN J. GILMARTIN
DR JOSEPH F. GROARKE
DR CIARAN F. MC CARTHY
DR JOHN J. MC WEENEY
DR EDWARD MURPHY

NEPHROLOGIST DR BRENDAN 5. DUFFY
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GALWAY PAEDIATRICIAN DR AMJAD ALTAF
DR KEVIN D. CONNOLLY
DR KEVIN P. DUNNE
DR MARGARET M. GALLAGHER
DR DAVID F. LILLIS
PROF BRENDAN G. LOFTUS

PSYCHIATRIST DR EILEEN BROWN
DR PHILIP A. CARNEY
DR ANTHONY G. CARROLL
DR MARY CONCANNON-BLUETT
PRCF THOMAS J. FAHY
DR RACHEL H. LATEY
DR BRIDGET F. MC LOUGHLIN
DR RAY J. O'TOOLE
DR K J POWER

RADIOLOGIST DR JOHN P. CORRY
DR MICHAEL G. KENNEDY
DR RODERICK MAGUIRE
-DR DAVID O'KEEFFE
DR E.BRESNIHAN FOR
RADTOLOGISTS (GALWAY)
DR IRENE M. SWEENEY

RESPIRATORY PHYSICIAN DR JIM EGAN

DR PATRICK FINNEGAN
RHEUMATOLOGIST DR ROBERT COUGHLAN
GENERAL SURGEOQON MR ROY M. CAZABON

MR NOEL FITZPATRICK
MR JOEN R. FLYNN
PROF FREDERICK GIVEN
MR. PATRICK F. LEARHY
MR THOMAS F. MC HUGH
MR BERNARD MURPHY
MR P D MURPHY

MR JOHN M. NEE

MR GEORGE NESSIM

OBSTETRICIAN/GYNAECOLOGIS DR CONOR J. CARR
T DR STEFHEN V. LONG
PROF EAMON O'DWYER

OPHTHALMIC SURGEON MR REDMOND C.J. Q'BEIRNE
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GALWAY

KERRY

SPECIALTY

ORTHOPAEDIC SURGEON

PLASTIC SURGEON

CLINICAL HAEMATOLOGIST

OPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE

PAEDIATRICIAN

PSYCHTATRIST

RADIOLOGIST

GENERAL SURGEON

EAR NOSE AND THROAT
SURGEON

OBSTETRICIAN/GYNAECOLOGIS
T

OPHTHALMIC SURGEON

g L
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NAME

R RRREBRRBE

DR
DR
DR
DR

DR
DR
DR

DR
DR
DR

DR
DR

DR

e e P R R T Y

MICHAEL F.X. GILMORE
JOSEPH M. KELLY
DESMOND MACKEY

JOHN L. MANGAN
MICHAEL E O’SULLIVAN
CHAUDHRY RIAZ
WILLIAM B. WALDRON
ALBERT L. WILSON

JOHN J. MC CANN

ERNEST L. EGAN
MARGARET M. MURRAY

DIARMUID S. COMER
FRANCIS R. PHELAN

BRIDGET FITZGERALD
ROBERT F. MC ENEANEY
NOIRIN NI SCANNLAIN
JAMES P. O'REGAN

ROBERT B. FITZSIMONS
FERGUS LEAHY
THOMAS A. O'BRIEN

MARTIN LUCEY
BRENDAN LYNCH
PATRICK I. MELIA

EAMONN C. BANNAN
DAVID KIDNEY

BARRY LANE
GEORGE P. LYONS
THOMAS MC CORMACK

DANIEL J. CARMODY
C FITZGERALD

JOHN F. DOYLE

PADRAIG O'DOMHNAILL

4
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KERRY

KILDARE

KILKERNY

LEITRIM

LAQIS

SPECIALTY

ORTHOPAEDIC SURGEON

OPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE

RADIOLOGIST

GENERAL SURGEON

GENERAL INTERNAL MEDICINE

PSYCHIATRIST

RADIOLOGIST

GENERAL SURGEON

ORTHOPAEDIC SURGEON

GENERAL INTERNAL MEDICINE

GENERAL INTERNAL MEDICINE

PAEDIATRICIAN

GENERAL SURGEON

OBSTETRICIAN/GYNAECOLOGIS
T

80

DR
DR

DR
DR

DR
DR

MR
MR

DR

DR

DR

DR
DR

MR

DR
DR

KARUPPIAH MAHALINGAM
MICHAEL MURPRY
P.FIONAN O'CARROLL

PATRICK J. O’DONNELL

DAVID P, MOORE
JOAN POWER.
MICHAEL J. WALDRON

CATHERINE T. COLLUM
BASHARAT HUSSAIN
ROBIN A. MOONEY
PETER J. FAUL

JAMES MAHON

NIALL E. GRIFFIN
MICHAEL HARRIS

JAMES V. O'CONNELL
WIESLAW J TEMPOWSKI

MICHAEL J. HURLEY-
IAN WILSON

R H MAHARAJ
MICHAEL E. O’'RIORDAN

DESMOND MAC MANUS
JOHN J. CONNAUGHTON
THOMAS J. KIERNAN

MATTHEW CONRAN
GERALDINE NOLAN

WALTER CONWAY
CHARLES J. MC CORMACK
PETER NAUGHTON

PATRICK J.K. CONWAY
JOHN P. CORRISTINE
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LIMERICK ENDOCRINOLOGIST DR JAMES A. O’HARE

GENERAL INTERNAL MEDICINE DR GERARD J. BURKE
DR CORNELIUS J. CRONIN
DR JOHN T. LEAHY
DR TOM H. PEIRCE

GERIATRICIAN DR DAVID P.P. CLINCH

PAEDIATRICIAN DR SHEIK BASHEER
DR LIAM CARROLL
DR MICHAEL J MAHONY
DR BRIDGET O'CONNELL

PSYCHIATRIST DR PATRICK G. DOYLE
DR JAMES J. FEHILY
DR LAURIE FITZPATRICK
DR PETER J. KIRWAN
DR MICHAEL J. LEDWITH
DR SEAMUS O'HANRAHAN
DR JACK J. O'RIQRDAN
_ _ DR_O'HARA/LIMERICK -
- - - o PSYCH.R.T.E.FUND,

RADIOLOGIST DR MICHAEL CORCORAN

DR MICHAEL A. DALY

DR ROBERT DAVIS

DR DANIEL P. MC CARTHY

DR ALEXANDER STAFFORD
GENERAL SURGEON G L CANTILLON
JOHN DRUMM
THOMAS J. EGAN
MICHAEL GAFFNEY
RAPHAEL M. KEANE
PRAKASH MADHAVAN
PAUL M. O°*BYRNE
NOEL N. WILLIAMS

CEEEEEEY:

EAR NOSE AND THROAT
SURGEON

PETER F. KEOGH
KEVIN P. MANNING

RS

OBSTETRICIAN/GYNAECOLOGIS DR GERARD BURKE
T DR DERMOT MOLONY
DR JOHN J. WALSH

L4 ]
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LIMERICK OPHTHALMIC SURGEON

LONGFORD

LOUTH

MAYOQ

DR

MR
DR
MR
MR

ORTHOPAEDIC SURGEON

DR
DR

OPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE DR
DR
DR
DR

DR
DR

PAEDIATRICIAN

DR
DR
DR

PSYCHIATRIST

RADIOLOGIST
DR

GENERAL SURGEON

5 BEREE

ORTHOPAEDIC SURGEON
OPHTHALMIC PHYSICIAN
GENERAL INTERNAL MEDICINE DR

DR
GERIATRICIAN DR

DR
DR

PAEDIATRICIAN

DR
DR
DR
DR

PSYCHIATRIST

PATRICK HASSETT

THOMAS E. BURKE
BRENDAN A. MC MAHON
CONCR J. MEEHAN
MICHAEL A. MOLONEY

DENIS O'KEEFFE
RICHARD C. O'REGAN

J.P. LONG

B.COLMAN MULDOON
CIARAN P. O'BOYLE
THOMAS W. O’CALLAGHAN

ANNE R. MURPHY
BRENDAN J. O’SULLIVAN

FREDERICK J. BEREEN
GERALDINE LYSTER
JAMES MAGUIRE

DRS MC MAHON & DALY RADIOLOGISTS

SHEILA E. WOODS

FINBAR LENNON
SHAHBAZ MANSOOR
URSULA MULCAHY
B RAHMAN
MICHAEL SHINE

OWEN C.D. BARRY

MARION BROWNE
JACQUELINE CAHILL

LUCEY PHY.RES/EDUC.FUND
JOHN MURPHY

GABRIEL P.P. FOX
DAVID J. O'KANE

JOHN F. CONNOLLY
DEIRDRE GARVEY

C P NOONE
MICHAEL REYNOLDS
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MAYO RADIOLOGIST DR UNA LOGAN-MULLOWNEY
DR BRENDAN F. MURPHY

GENERAL SURGEON MR PAUL W. EUSTACE
MR JOSEPH G. JOHNSTON
MR RONAN WALDRON .

OBSTETRICIAN/GYNAECOLOGIS DR JAMES D. MONELEY

T :
OPHTHALMIC PHYSICIAN DR DERMOD RYAN
MEATH GENERAL INTERNAL MEDICINE DR KATHLEEN MC GARRY
DR SELVADURAI SELVASOTHY
PAEDIATRICIAN DR MARGARET SHERIDAN-PEREIRA
PSYCHIATRIST DR DENIS J. MURPHY
RADIOLOGIST DR HERBERT F. DEVINE
DR SAMUEL HAMILTON i
- - -GENERAL SURGEON " MR FRANCIS O. cﬁﬁnzﬁéaaﬁ
OPHTHALMIC SURGEON DR ALISON BLAKE
ORTHOPAEDIC SURGEON MR FRANCIS G. KENNY

DR FERGAL MC GOLDRICK
MR TIMOTHY W. SCANNELL

MONAGHAN GENERAL INTERNAL MEDICINE DR BRENDAN MAC MAHON

PSYCHIATRIST DR JOHN OWENS
RADIOLOGIST DR PATRICK A. COYNE
GENERAL SURGEON MR M A MOLONEY

MR ARCHIE MOORE

OFFALY GENERAL INTERNAL MEDICINE DR HUMPHREY J. O'CONNOR
DR JOHN A. TAAFFE

"

RADIOLOGIST DR DAVID CARRUTHERS

DR MICHAEL J. LOCHRIN

DR PAUL L. REDMOND

DR REDMOND FOR TULLAMORE RAD.GROUP
GENERAL SURGEON MR FRANK A. DURKIN
MR DERMOT J. HEHIR
MR JOSEPH HUGHES
MR FARAG MATUNI
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SLIGO

TIPPERARY

SPECIALTY
ORTHOPAEDIC SURGEON

GENERAL INTERNAL MEDICINE
GERIATRICIAN

PSYCHIATRIST

RADIOLOGIST
GENERAL SURGEON

OPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE

PAEDIATRICIAN

RADIOLOGIST

RHEUMATOLOGIST

GENERAL" SURGEON

OPHTHALMIC SURGEON

GENERAL INTERNAL MEDICINE

PSYCHIATRIST

DR

DR
DR
DR

DR

DR

DR
DR
DR
DR

DR
DR

MICHAEL K. GLYNN
FRANCIS M. THOMPSON

PATRICK MC HUGH
EDWARD MULKERRIN

CHARLES P. BYRNE
J FITZGERALD
MARY P. MC GUIRE

EDWARD SLEVIN
MICHAEL RELIHAN

MICHELE COFFEY

E.T.M. MAC SEARRAIGH
JOSEPH C. MC KENNA
DONAL P. MURRAY
LIAM O'SIORAIN

JOHN GLEESON
BRYAN J. MC DONAGH

PATRICIA FITZSIMONS
JOHN B. FOX

MICHAEL J. MC NAMARA
FRANCIS N. O'KEEFFE

SIOBHAN CANNING
DORASAMI RAMAN.

JOSEPH B. MC DEVITT
K MORRIS
PETER D. MORRISON

ADRIAN O'CONNELL

JOHN G. KELLETT
SAMUEL M. KINGSTON
PADRAIG F. O’REGAN

MIRIAM G. CUSSEN
JOHN LYNCH

JAMES P. MORRISON
ELEANOR T. NEVILLE
UNA O°'DONNELL
CLARE M. TULLY
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TIPPERARY

WATERFORD

SPECIALTY

RADIOLOGIST

GENERAL SURGEON

OPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE

PAEDIATRICIAN

PSYCHIATRIST

85

-1

DR JOHN F. DARBY

MR SABU JACOB
MR DAVID J. MC AVINCHEY

DR BERNADETTE MC CARTHY

DR GARRETT R. FITZGERALD
DR KEVIN M. HICKEY
DR KEVIN WARD

DR JOHN F. COSGROVE
DR RALPH COUNAHAN
DR PAUL MAC MAHON

DR RICHARD HORGAN

DR ANDREW A. KEANE

DR MICHAEL D. KELLIHER
DR DENIS J. LANE-Q'KELLY
DR GEORGINA O'BRIEN

DR MOIRA O'CALLAGHAN

' DR_NOEL SHEPPARD . o

RADIOLOGIST

GENERAL SURGEON

EAR NOSE AND THROAT
SURGEON

OPHTHALMIC SURGEON

ORTHOPAEDIC SURGEON

ORAL SURGEON

CLINICAL HAEMATOLOGIST

DR CHRISTOPHER FARRELLY
DR DONAL ORMONDE
DR DANIEL J. WALSH

MR JOHN HEGARTY
MR ABID A. KHAN
MR JOSEPH B. O’CONNOR
MR R.GORDAN K. WATSON

MR JEREMIAH CRONIN

MR ROBIN J. KANE
MR STEPHEN F. METCALFE

MR PATRICK O. HAYES
MR PETER TORMEY

‘MR VELAYUDHAN MAHENDRAN
MR S5.JAI SHANKER

MR JOHN D. JAMES

DR JAMES FREDERICK JACKSON

)



eSS sSEaO ST TS S SR s I T S E S S T R TR T S S S S E s E Y s s E S S T s s S ===

SPECIALTY

WESTMEATH GENERAL INTERNAL MEDICINE

WEXFORD

PAEDIATRICIAN

PSYCHIATRIST

RADIOLOGIST

RHEUMATOLOGIST

GENERAL SURGEON

QOPHTHALMIC PHYSICIAN

GENERAL INTERNAL MEDICINE

PAEDIATRICIAN
PSYCHIATRIST
RADIOLOGIST

GENERAL SURGEON

EAR NOSE AND THROAT

SURGEON

OBSTETRICIAN/GYNAECOLOGIS
T

OPHTHALMIC PHYSICIAN

86

DR
DR

DR
DR
DR
DR
DR

DR
DR

DR

B

DR
DR

DR
DR
DR
DR
DR

DR

EEEE

DR

DR

DR

PATRICK MANGAN
MICHAEL A. O'DONOVAN
CORNELIUS D. QUINLAN

TERENCE W.P. BATE
ALFRED J. NICHOLSON

GEORGE J. COGHLAN
ANTOINETTE D’ALTON
E HILL

EDMOND D. HOLLAND
THOMAS O. LEAVY

HUGH LOGAN
MICHAEL J.G. SMITH

MICHAEL C. KELLY
P F MAGILL
AMAL G. MINA

MARIE HOULIHAN
JOHN J. KEANE

PATRICK O. MC KIERNAN
MICHAEL A. O’DOHERTY
COLM QUIGLEY

ANN SHEEHAN
CATHERINE J.M. LEE
G.I.C. FLETCHER

JOHN B. O’MAHONY
JOHN P.B. O'SULLIVAN
VIJAY RASTOGI
RICHARD T. SHIGGINS

EDWARD M. FITZGERALD
DIARMUID M. MOONEY

AIDAN T. RYAN
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WICKLOW

MISCELLAN

SPECIALTY
PSYCHIATRIST
OBSTETRICIAN/GYNAECOLOGIS

T

OPHTHALMIC PHYSICIAN

PAEDIATRICIAN

RADIOLOGIST
RESPIRATORY PHYSICIAN
GENERAL SURGEON

EAR NOSE "AND "THROAT
SURGEON

OBSTETRICIAN/GYNAECOLOGIS
T

ORTHOPAEDIC SURGECN

PLASTIC SURGEON

ORAL SURGEON

UROLOGIST

87

NAME

DR

DR

DR
DR

DR
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BRIAN M. O'SHEA

C J MAC AULAY

ROSEMARY GRIFFIN-TREACY
MARTIN G. TREACY

C.W.B. CORKEY
KIERAN CARROLL
MARIE K CASSIDY
BRENDAN MORRISSEY
J.GERARD DALY

ROBERT J. BROWN
BRIAN CRANLEY’

R.K. HINGORANI
DANIEL G. 0°SULLIVAN

JAMES G. THORNTON

JON B CLEARY,
GAVIN F W PRICE

ROBERT BRUCE ALLBROOK

T.W. SWINSON

THOMAS K DAY

LY
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