Concern over proposal for Medibank sale
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A federal government proposal to sell Medibank Private to boost Budget surpluses risked further damaging public confidence in the insurance industry, consumer groups warned today. 

The government is tipped to announce in this month's Budget that it will conduct a scoping study into selling Medibank Private for between $500 million and $1 billion. 

The proposed sale could be completed within two years although it was unclear whether it would be done through a share market float or a trade sale, The Australian newspaper reported. 

A non-profit company and Australia's largest health insurer, Medibank Private has about three million members and controls about 30 per cent of the sector. 

But the Australian Consumers' Association warned that public confidence in insurance was already shaky with the impending collapse of medical indemnity insurer United Medical Protection

It really is the extra level of security people feel that they have from a government-owned fund," Australian Consumers' Association spokeswoman Nicola Ballenden told ABC Radio. 

"If that fund were no longer government-owned, people might be looking around to join other funds because there's no longer anything differentiating Medibank Private, and some of them might drop their insurance altogether." 

Former Federal Health Department head and Professor of Health Policy at La Trobe University, Stephen Duckett, said there were also questions over who owned proceeds from any Medibank Private sale. He said the government had contributed little to the fund's development, with most of the money having come from members. 

"Medibank Private is not designed to make a profit. It's a not-for-profit fund," he told local ABC Radio. 

"It's designed to provide a service to its members and its members have contributed all the money that's sitting in its accounts and has created its value. 

"If the government is looking at it, it's going to have to work out is the $550 million worth of reserves sitting there in the Medibank Private accounts, is that going to be distributed to members before a sale or what?" 

Professor Duckett said any plan to proceed with the sale would face almost certain defeat in the Senate. "It certainly wasn't an issue that the government went to the election on," he said. 

"I think the government denied any hint of a sale of Medibank Private and so it can't claim a mandate for this sale." 

The Labor Party has already said it would oppose the sale of Medibank Private in the Senate. 
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