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Supply of products to hospitals 

• Differences in the price at which our company supplies its products are largely 
determined by the volume of product that a hospital will be purchasing. As a matter of 
practice, our company is able to offer those customers who contract for significant 
volumes lower prices. This means that terms of supply depend on an individual hospital's 
requirements. The specialised nature of our companies products means that the level of 
demand for these products is determined in large part by the services offered by that 
hospital, rather than simply the number of beds that a hospital may have. For instance, a 
small specialised hospital, may in fact be a relatively significant customer of our 
companies products. Accordingly, small hospitals are often able to negotiate favourable 
prices given that they may be significant purchasers of particular products. 

• Small private hospitals are also often able to commit to greater usage of a particular 
product (subject, of course, to clinical requirements) as, due to their smaller size, there is 
generally a greater degree of control over the products used at the hospital than there is in 
large hospitals or hospital groups. Further, there is also often a greater 'buy in' by 
physicians/nurses as the medical staff consist of a smaller group of individuals who are 
likely to be more involved in purchasing decisions than in larger organisations where 
procurement departments drive negotiations on terms of supply. This means that usage is 
likely to be higher and the hospital is able to benefit from volume discounts. 

• Negotiations with small hospitals are usually more efficient than negotiations with large 
hospitals or hospital groups. This is because the negotiations are taking place at a site 
level with the relevant decision makers. In contrast negotiations with large hospitals and 
hospital groups typically involve multiple rounds of negotiations, with more people and 
approval processes involved in the decision making process on both sides of the 
negotiations. 

• Supply contracts are generally for 1 to 2 years in the medical device space. This reflects 
the fact that most products have a short life cycle as they are being continually replaced 
by new and improved products. As part of our on-going support to customers, we 
provide education and training for doctors and nursing staff on the use of our products. 

• The level of support provided by our company varies according to the level of support 
otherwise available at the hospital level and is unaffected by the price negotiated by the 
parties. Smaller hospitals often receive a higher level of service, without any additional 
cost to them, as they have fewer in-house technical resources compared to large hospitals. 

PHCBG membership 

• The specialised nature of many of our products mean that while some small private 
hospitals may be relatively significant users of those products others may not require 
them at all. This means that there are no 'one size fits all' terms for the supply of our 
products to hospitals. 



Public benefits 

• While some of these public benefits may arise where there is collective bargaining for the 
supply of more generic goods and services, those benefits do not translate for more 
specialised high technology products where individual requirements are likely to differ 
significantly. Further, based on our experience, we believe that the proposed approach is 
in fact more likely to increase transaction costs and will not result in improved terms for 
individual private hospitals. 

Transaction costs 

• Based on our experience, we believe the proposed collective bargaining is more likely to 
lead to multiple and inefficient negotiations. A collective bargaining group introduces 
additional complexities into the negotiation process. This is in part due to the 
complexities of managing multiple relationships with various members who often have 
quite different requirements. 

• So far as our products are concerned, the members of the PHCBG are a very diverse and 
not homogenous group. These difficulties and inefficiencies are often exacerbated by 
interposing a group negotiator who continually needs to revert to individual members to 
obtain their feedback. 

• In our experience negotiations with small hospitals are usually quicker and more efficient 
than negotiations with large hospitals and hospital groups. 

Increase in bargaining power 

• Our terms of supply are directly linked to the volume of product being acquired. As the 
PHCBG would not be able to provide us with any certainty as to the volume of products 
that would be purchased by its members (given that the Application contemplates that the 
terms are negotiated before members decide whether or not to participate and then enter 
into separate agreements), we would not be in a position where it would have sufficient 
information to make an assessment as to what prices it could offer PHCBG members. 
This is likely to mean that while our company could make an offer open to the entire 
member base, that offer would not reflect the favourable terms that hospitals would be 
able to negotiate individually. 

Improvements in information 

• PHCBG argues that the collective bargaining would result in an improvement in 
information. Further to this, it says that there would be data sharing relating to existing 
contracts and processes and procedures relating to the operation of small private hospitals. 
However, the Application fails to set any detail exactly what information it proposes is 
shared, including failing to impose clear limits on the type of information to be 
exchanged. 


