
27 March 2012 

The General Manager 
Adjudication Branch 
Australian Competition and Consumer Commission 
GPO Box 3131 
CANBERRA ACT 2601 

Attention: 

Mr David Jones, Director 
Ms Tess Macrae, Contact Officer 

By email: adjudication@accc.gov.au 

Dear Mr Jones and Ms Macrae, 

Bu~ 

Private Hospital Collective Bargaining Group ("PHCBG") application for authorisation 
A91293- interested party consultation- Submission 

Thank you for your invitation to make a submission in relation to PHCBG's Application for Authorisation. 

Bupa Australia Pty Ltd ("Bupa") makes the following submission about the proposed arrangements. In 
summary, Bupa queries the likely public benefits outlined in the Application and whether there are sufficient 
facts and evidence to support them. Bupa also has concerns about the proposed information sharing 
between PHCBG members, particularly the scope of that information sharing. 

Background - Bupa Australia Pty Ltd 

Following the acquisition of the MBF Australia group of companies by the Bupa Australia group of 
companies, the combined corporate group included three insurers, each operating a separate health fund, 
namely Bupa Australia Pty Ltd (previously known as MBF Australia Pty Limited); Bupa Australia Health Pty 
Ltd and MBF Alliances Pty Ltd. From 1 July 201 0, the health funds operated by Bupa Australia Health and 
MBF Alliances were merged into Bupa Australia's health fund. Bupa Australia now operates the Bupa 
Australia Group's consolidated private health insurance business through a single health fund. Bupa 
provides health insurance to more than three million Australians under the brand Bupa, having previously 
operated under the brands MBF, HBA, and Mutual Community. 

Likely Public Benefits 

Bupa queries the likely public benefits set out in the Application and whether there are sufficient facts and 
evidence which independently support these benefits. 

The Application notes (at page 6) that: 

"It is common practice for private hospitals to negotiate annual increases with health funds. The PHCBG seeks 
to negotiate these increases as a block to secure higher rates for procedures. At present, small private 



hospitals lack the bargaining power to effectively negotiate with health funds. By securing higher rates for 
procedures, small private hospitals will have the commercial freedom to improve facilities, infrastructure and the 
overall quality of patient care." 

Bupa does not accept a general assertion that small private hospitals lack the bargaining power to negotiate 
with health funds. Private health insurers aim to secure scope of coverage and access to services for their 
policyholders. These considerations contribute to a hospital's effective bargaining power, irrespective of its 
size. On this basis, a sole hospital, owned by a small operator, in a regional area, or with a particular 
speciality, will have substantial bargaining power in comparison with health insurers. 

Bupa does not consider that the PHCBG's proposed objective of securing higher rates is necessarily to the 
public benefit, particularly where such higher rates result in increased health insurance costs and higher 
premiums for policyholders. Bupa acknowledges that the level of benefit paid is important, but equally 
important are quality and value for the consumer, at an affordable price. Bupa's contracts are designed to 
ensure that members have access to quality services that are delivered in an efficient and cost effective 
manner. 

In outlining the facts and evidence relied upon to support its claims, the Application effectively relies upon the 
Sisters of Charity applications of 2004 and 2008. Bupa Australia and MBF opposed the 2008 Application, 
setting out objections to various aspects of that application. Bupa Australia and MBF submitted that much of 
the case to support the applications was based on the substantial public benefit to be derived through 
reducing negotiations and increasing administrative efficiencies, resulting in reduced operating costs. In the 
funds' experience, the authorised mechanisms were not utilised. Instead, the information sharing 
authorisation allowed hospitals to selectively construct agreements from contracts to which each entity had 
been granted access. 

Proposed Information Sharing 

The Application proposes that PHCBG members will be given a time frame during which they may opt to 
take advantage of a negotiated contract and if members opt in, they will conduct business under the 
umbrella of the PHCBG's agreed contract terms. Information sharing will occur between members for the 
purpose of facilitating the collective bargaining process. In particular, it is proposed (at page 13) that this 
information includes data relating to existing contracts, shared to determine whether members are being 
underpaid (or adequately paid) by targets such as health funds. 

Bupa has serious concerns about this proposed information sharing between PHCBG members, particularly 
the scope, given the confidentiality obligations under Bupa's existing contracts with hospitals. Bupa would 
not expect that confidential pricing information is shared. 

In any case, Bupa considers that if PHCBG members are entitled to share data, they should only be able to 
do so for the purpose of negotiating a collective agreement (the PHCBG's agreed contract terms), not for the 
purpose of constructing the most beneficial agreement for an individual hospital negotiation. Bupa submits 
that it should be a condition of PHCBG membership that if confidential information is to be shared, members 
must negotiate collectively. Otherwise, Bupa queries how any reduced transaction costs might be achieved. 

* * * 

Thank you again for the opportunity to provide this submission. 

Yours sincerely 

I 

Karen Murphy 
Senior Legal Adviser - Healthcare Leadership 
Bupa Australia 
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