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ACCC 
GPO Box 3131 
CANBERRA ACT 2601 

Dear Ms Macleod 

Thank you for the opportunity to lodge a submission on the Private Health Insurance 
(PHI) report. 

Question Two: Preferred Provider Schemes 

AACMA considers the preferred provider schemes to be anti-competitive in the way 
they operate. This view is based on how the health funds use preferred provider 
schemes to actively direct patients to preferred providers and giving the impression 
that they are the only providers recognised by the fund. 

Health fund on-line practitioner search facilities are limited to preferred providers 
and do not allow for other recognised providers to be identified. 

For example, a search on Medibank Private's on-line 'Find a health care provider' 
facility for an Acupuncturist in West End Queensland shows no results, despite there 
being a number of acupuncturists with long-standing provider recognition status with 
that fund. The alternate search option is limited to Hospital and Member's Choice 
providers. 

Preferred provider schemes are about health funds competing for members and 
enabling their members to pay minimal or no component of the practitioner's 
professional fees. The people who are actually funding the health fund's preferred 
provider schemes are the practitioners who, for whatever reason, agree to reduce 
their fees for that fund's preferred provider members, and the patients who have not 
taken out preferred provider policies. 

In most cases, the maximum (capped) fee is less than the fee the practitioner would 
otherwise be charging. In some cases, the capped fee is close to or below the cost of 
delivering the service. This means that, for all practical purposes, the practitioner is 
delivering the service to the patient at little no fee. 
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The long-term impact is that patients who have not signed up to preferred provider 
schemes pay higher fees for professional services in order to compensate for the loss 
of income from the preferred provider patients. This means that the overall cost of 
health services for patients who have not joined these schemes is increased. 

The preferred provider schemes have nothing to do with quality in service delivery or 
providing better services to patients. They are simply about reducing the cost for the 
patient and increasing the bargaining power and income of the health fund. 

It is inevitable that practitioners may be tempted to cut the quality of the service to 
reflect the value of the fee paid under preferred provider arrangements. Otherwise, 
how can they sustain a viable practice? While this is not desirable and is definitely 
discouraged, it is a reality for many practitioners trying to survive in practice. 

Example One: A health fund member seeks the services of an acupuncturist who has 
provider status with that health fund. On a web search, only preferred providers are 
available. The impression given to the public is that these are the only providers 
recognised by the health fund. Unless the practitioner agrees to be a preferred 
provider, then the health fund will not acknowledge their provider status on the fund 
on-line search engine. This becomes a form a third-line forcing to pressure 
practitioners to become preferred providers in order to get patient referrals. 

Example Two: A patient calls up the health fund to ask if the provider is recognised 
by the fund for acupuncture services. The practitioner is not a preferred provider. The 
health fund tells the patient not to go to that practitioner because they charge too 
much and they direct the patient to one of their preferred providers because their 
services are cheaper. The health fund may have no information on the practitioner's 
scale of fees on which to base their advice. This is not only anti-competitive, but is 
also defamatory and misleading conduct. 

Why be a preferred provider? 

The question is why do practitioners join a preferred provider scheme if the capped 
fee is below their usual fee or is close to the cost of delivering the service? 

The reason is consumer pressure and imbalance of negotiating power between the 
health funds and the individual practitioner. Often practitioners feel pressured to join 
a particular preferred provider scheme because other practitioners in their area are 
preferred providers and the funds direct patients away from them to the preferred 
providers. This has a financial impact on those practitioners who are not part of a 
preferred provider scheme. 

What is the solution? 

To avoid anti-competitive conduct, the health funds with preferred provider schemes 
should allow all recognised providers to be identified on on-line searches. The fund 
can also identify those that are preferred providers so that members can choose a 
preferred provider if that is what they want to do. 

The same considerations should be applied to requests to health fund call centres. 
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Question Four: Developments 

Industry-run online tools 

AACMA has concerns about the proposed introduction of practitioner rating 
schemes. 

Registered practitioners are prevented by law from the use of testimonials. These 
schemes can operate as another form of testimonial advertising and the practitioner 
may have little or no control over what is placed on these on-line practitioner rating 
schemes. The question is, where does the practitioner stand with their registration 
board in relation to the third pmiy publication of testimonials? 

Secondly, the practitioner may have little or no control over the content of comments 
placed on their particular profile. The funds say that a practitioner may make a 
comment on the comment, in particular where there is a negative comment. Does this 
then mean that the practitioner by commenting has endorsed the placement of 3rd 

party comment on the health fund's website? If they do not comment, then 
potentially defamatory material remains unchallenged. 

Thirdly, patients can be easily co-opted by practices to post positive comments. A 
continuing patient is not likely to place an ambivalent or negative comment about the 
practitioner. This may result in the facility providing an unrealistic expectation of 
beneficial treatment and effectively allows the practitioner to by-pass the rule against 
the use of testimonials. 

The solution is to ban the on-line practitioner rating schemes. 

Preventive health services 

We consider moves to provide preventive health programs to be in the public interest 
and a more cost-effective way to manage health. Examples would include quit 
smoking programs, dental checks, and therapeutic exercises programs. While the 
'gym shoes' issue resulted in a public outcry in relation to tax concessions for private 
health insurance, the issue missed in the debate was that regular exercise is known to 
be a preventive factor in a range of serious and chronic conditions that are a major 
burden on the public health system. 

Please contact me on 07 3324 2599 extension 13 if you wish to discuss or clarify the 
contents of this submission. 

Yours sincerely 
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Executive Officer 
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