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Dear Ms Palisi, 

Re: Sisters of Charity Health Service Application A91099 for 
Revocation and Substitution of A30216 and A30219 ('Application') - 
Response to Draft Determination 

I refer to your letter dated 26 November 2008 and the draft determination (Draft 
Determination) issued by the Australian Competition and Consumer Commission 
(ACCC) in response to the above application by Sisters of Charity Health Services 
Limited (SCHS). Medibank Private Limited (Medibank) makes the following comments 
on the Draft Determination. 

1. Response to the Information Sharina Authorisation 

The ACCC proposes to grant an authorisation to the members of the Revenue 
Negotiation Network (Member Hospitals) to 'exchange aggregated and benchmarked 
revenue data, and to share activity costs and efficiency data for the purpose of 
benchmarking' (Draft Determination, paragraph 10.8). It is unclear exactly what 
information an authorisation in this form would permit the Member Hospitals to 
exchange. Some clarification is given in paragraph 3.26 where the Draft Determination 
reiterates SCHS' proposal and by paragraph 7.53 where the ACCC clarifies that 'raw 
data' will not be exchanged. Medibank sought further clarification and was advised, 
during a telephone conversation between Annabelle Mann of Medibank and Sharon 
Clancy of ACCC on 10 December 2008 that it intended to permit the exchange of the 
information outlined by SCHS in the letter from Blake Dawson on 17 October 2008 
(Blakes Letter). 

Medibank welcomes the ACCC's decision not to permit the boycott by the Member 
Hospitals of health funds who refuse to permit the information sharing. Further, we 
agree that there is public benefit in the exchange between the Member Hospitals of the 
'activity, cost and efficiency data' and accept that aspect of the authorisation. However, 
for the reasons set out below, we remain strongly of the view that authorising the SCHS 
to exchange some of the 'revenue data' information could result in substantial public 
detriment. 
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According to the Blakes Letter, SCHS proposes to exchange 'aggregated and 
benchmarked revenue data' between Member Hospitals. One of the examples of 
'aggregated and benchmarked revenue data' given is the price weight of one (PWO) by 
fund. From Medibank's perspective, the PWO is the most important piece of 
information relating to price and, by authorising the exchange of PWOs between 
Member Hospitals, the ACCC is essentially authorising the exchange of the rate 
schedules. This is because the rate schedules can be recreated by multiplying the 
PWO by the publicly available weights for treatments. Therefore, the concession that 
the rate schedules will not be exchanged is of little comfort. 

SCHS insists that the exchange of this information is necessary to 'achieve efficient 
outcomes' and 'ensure that funding organisations are dealing frankly with all RNN 
members'. We disagree with this proposition for the reasons given in our previous 
submission. Further, the ACCC has acknowledged that some of the Member Hospitals 
are in a strong bargaining position by virtue of their location and the nature of the 
services they offer. Applying this logic, health funds could argue that they should be 
allowed to exchange information between each other on the rates they pay to these 
hospitals to ensure the hospitals are being frank and honest in their dealings with the 
health funds. Of course, Medibank does not see this as appropriate but nor is it 
appropriate for the Member Hospitals to exchange information which creates a real 
information asymmetry between them and the health funds. 

The SCHS says that its intention is not to ensure that all hospitals are paid the same 
PWO but to create a 'league table' of peers. We accept that SCHS may not intend to 
use the 'league table' to insist upon the same PWO for a small regional hospital as a 
large metropolitan hospital but even comparing PWOs for peer hospitals is fraught with 
difficulty. The pricing for hospital services on a PWO basis is complex and the PWOs 
between so-called 'peer' hospitals may vary significantly for many justifiable reasons. 
A 'league table' will not take these variances into account and has the potential to 
create unrealistic expectations among Member Hospitals. 

The Blakes Letter states that 'it would be difficult to understand why some funding 
organisations object to disclosure of the data outlined above unless they .are not 
currently fully and frankly responding to requests from hospitals for comparative 
information concerning peer hospitals and disclosure of data will expose this conduct'. 
Medibank cannot speak for the other funds but, from our perspective, there is nothing 
sinister in our objection. It is merely that amongst the so-called 'aggregated and 
benchmarked' information that SCHS is proposing to exchange between the Member 
Hospitals is confidential information which is critical to the negotiation of HPPAs and 
containing benefit outlay costs. 

Ultimately, we believe that allowing the Member Hospitals to exchange, outside of a 
true collective negotiation, information relating to Medibank's PWOs and percentage 
increases from year to year will artificially inflate the rates paid to the Member 
Hospitals, if not immediately then almost certainly over the term of the authorisation. 
This is particularly so given the number of hospitals involved and the significance of 
some of them to the Medibank Members Choice hospital network. This would, in turn, 
contribute to increased premiums which could well result in Medibank members 
dropping their cover and resorting to the public system. In our view, this detriment and 
the potential disadvantage to other not-for-profit hospitals and small hospital groups 
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outlined in our previous submission combine to outweigh any potential benefit resulting 
from the exchange of this information. 

2. Factual Inaccuracies 

Medibank believes that there are a number of factual inaccuracies in the draft 
determination, the key one being that, in paragraph 3.13, the ACCC appears to accept 
SCHS' assertion that the CNA negotiated once on behalf of all Partner Hospitals under 
the previous authorisations and that the non-price terms of these contracts are 
identical. In Medibank's experience, this is incorrect. 

3. The term of the authorisations 

We welcome the ACCC's decision not to grant the authorisation for the proposed ten 
years and agree that a five year term is appropriate. However, in light of the problems 
that arose with the previous authorisation and the uncertainty regarding the extent to 
which the Member Hospitals will, in fact, collectively negotiate once the new 
authorisations are given, we remain of the view that the authorisations should be 
reviewed after three years to ensure that any public detriment continues to be 
outweighed by the public benefit associated with the authorised conduct. 

Yours sincerely 

Justine Halloran 

cc. Sharon Clancy, ACCC 




