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The CHAIR — Welcome. All evidence taken by this committeeis taken under the provisions of the
Parliamentary Committees Act and is protected from judicid review. However, any comments made outside the
precincts of the hearing are not protected by parliamentary privilege. All evidence given today is being recorded.
Witnesses will be provided with proof versions of the transcript early next week.

| call on the minister to give a brief presentation on the more complex financial and performance information that
relates to the budget estimates for the health portfolio. Minister, over to you for a 10-minute presentation. | have
asked that you distribute hard copies of the overheads, which alows usto jot down notes. Thank you for doing that.
We would gppreciaeit if you could stick to that 10-minute presentation.

Overheads shown.

Ms PIK E — Thank you very much, Chair, and good afternoon to members of the Public Accounts and
Estimates Committee. | want to talk briefly about some of the context that the health portfolio finds itself in and
then take the committee through some of the priorities and highlights of the budget.

Let us think about what the broader context is. Members of the committee will be aware that health systems
worldwide are facing continuing demand pressures. This has to do with, of course, population growth, the ageing
population, the rising expectations of consumers, and lastly, the availability of new technologies. The smarter we
get, the more technologica options for dealing with health are advanced, the more people want to utilise that
technology. That is avery important demand pressure.

We aso know that the incidence of people with chronic illness needing hospital careisrising. Now more than ever
our hospitals are dedling with people in the latter years of their lives who are living for many years with achronic
illness such as diabetes. In fact 12 chronic conditions account for amost haf of al the yearslost to illness or
premature death. So it isanarrowing group of people. These pressures accumulate, of course, year after year. They
are not uniqueto Victoria

We aso have some particular pressures herein Victoria. The commonwedlth continues to give us less hospital
funding than it hasin previous years. In this year' s budget there was nothing for public dental care or mental health
services. We also know that we are facing alot of work force chalenges, and the number of placesfor nurse
training has not kept pace with demand and neither have the places for doctors. We aso, of course, continue to
have many frail aged people within our public hospitals when they redlly need alonger term care option. Our
hospital emergency departments are aso continuing to fed the impact of the declining bulk-billing and after-hours
services of generd practitioners.

The next dideisachart that redly illustrates the point about how the commonwesdlth funding has changed. Y ou
will seethat back in 1999 we were much closer to the fifty-fifty funding arrangement that has asits basis the
Medicare agreement. As time has gone on that gap has widened, and now for every $1 we put in to run hospitals
the commonwedlth putsin 68 cents. The real impact of the lesser amount of indexation in this latest AHCA
agreement will bein fact $350 million lessto Victoria than it would been had the current agreement continued with
the leve of indexation in the previous agreement.

More recently, the commonwealth has announced additional reductionsto the WC 1 (workers compensation 1)
indexation rate, which has an additional around $71 million penalty to the state. Of course on top of that we carry
al the capita load in terms of our hospitals.

| spoke about the decline in bulk-billing and after-hours GP services, and of course we are picking up more
responsibility for primary care. Many people who should be treated by a generd practitioner are now finding their
way into our emergency departments, where we have seen a growth of about 30 per cent since September 2000.

In terms of how we are dedling with these demands in the broader context as well as with the unique issues that
face us here in Victoria, we have in this budget a combination of new state resources and strategies such asthe
hospital demand management strategy, which has been under way for some time now. Those strategies, and
particularly the hospital demand management strategy, have aready made a significant impact on our performance.
The vertical green line on that graph illustrates the intervention of the hospital demand management strategy. We
have seen that that has had a direct impact on the level of hospital bypass, and even though at the same time the
volume of hospita admissionsis increasing, we are managing that demand quite well. Similarly the first three years
of the hospital demand management strategy have improved the outcomes for emergency department patients, and
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more patients are being trested within emergency departments within ideal times. So, yes, we have had a huge
increase in demand, but, yes, we are managing that demand very well, and those standards are being maintained.

Previous budgets gave additiona resourcing to strengthen the hospital demand management strategy. Last year we
had additional investment to treat a further 35 000 patients, to employ extra nurses and health staff, and of courseto
continue our very successful Hospital Admission Risk program. We aso made a significant investment in health
information technology.

This budget furthers those investments, and there are three main components: first of all, to complete the funding of
our promises made in the Labor financid statement (LFS), which was part of our 2002 dection platform; secondly,
to continue to reform our services and to strengthen them through hospital sustainability and growth, to have some
specia initiatives around children’s health, and to have avery mgor initiative in dental hedlth; and findly, to
continue our ongoing investment program.

In summary, we will now have a health services system of over $7 billion— an increase of 8.9 per cent since last
year — which isavery mgor investment. In our asset program this year we have $335 million of additiona capital
funding, and if you add to that what is flowing through from the Roya Women' s Hospitd, that is $585 million.

This dide covers funding for hospital sustainability and growth— $1.6 million over four years— to help the
hospitals cope with rising costs and to continue our hospital demand management strategy; thereis arange of
initiatives shown there.

In the children’s hedlth package you will see that $128.2 million over four years will redly homein and target
some particular hot spotsin children’s hedlth, the major initiative being the outcome of the paediatric services
casemix price review, which will see an additiona $10 million go into the base of children’s health funding every
year.

The next dide relates to additiona resourcing for dental health, and that is a magjor program that will help usto dedl
with some of those very long waiting lists that have grown since the commonwealth pulled out of dental healthin
the mid-1990s. The next dide shows additiona funding for ambulance services, which well help usto ded with
growing demand and also compensate the ambulance service for the loss of its public benevolent ingtitution status.

We dso continue to invest in counter-terrorism measures, and the Department of Human Services hasitsrole to
play in those initiatives.

The next dide relates to the recruitment of general practitionersinto community health services. Next is our major
asset investment program to invest in upgrades of many facilities to continue to make sure that our infrastructureis
in good shape and aso to build some new capacity. Thisdide hasalist of some of those initiatives. The Alfred
Centreisamajor new purpose-built eective surgery centre to treat an additional 4000 short-stay elective patients.
Y ou can see there a very attractive photograph of the new Casey Hospital, which will be opening on time this year.
Y ou will also note that the cancer trestment centresin the Latrobe Valey and in Geglong are a couple of highlights
of our capital investment program.

More initiatives are shown in the next dide, including a number of aged care initiatives, which are often co-located
with the acute system, and so they areincluded in our overal department list. Findly you will see thereisfunding
for additiona paediatric intensive-care beds, for community health, for dental health and for our drug and a cohol
program. That is athumbnail sketch of the challenges we face and the ways in which the government isworking
hard by investing both in recurrent funding and resources and in capital to improve our infrastructure and to help us
to treat the Victorian public more appropriately in the hedlth area.

The CHAIR — Thank you very much, Minister, and thank you for your effortsin getting through that
second half so quickly.

The firgt question goesto hospital viahility, particularly in the metropolitan area. | note that a page 276 in budget
paper 3 there is reference to the hospital sustainability and demand management strategy. Could you outline alittle
more expansvely what the government has done to strengthen the financial position of hospitals in this particular
budget?
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Ms PIKE — Thank you. Of course, one of the biggest components of the budget this year was dedicated
to the work that we are doing to strengthen and to ensure the long-term financial sustainahility of our hospital
system.

When | talked about the challenges, clearly rising health sector costs combined with the greater utilisation, the
higher community expectations, the new trestment costs of technologies and of course the rising costs of
pharmaceuticals and medica supplies have put amajor pressure on our hospitals. so we began last year to work on
our financia sustainability strategy to improve the financial performance of our metropolitan health services. That
began in 2002-03. It was strengthened in 2003-04 by developing financia recovery dtrategies for services,
particularly Eastern Mebourne, Southern, Western and the Roya Women's Hospita and the Children’s Hospitd.

We then did amajor piece of work on strengthening governance within hospitals, making sure that we had the kind
of structuresin place that would lead to greater accountability and strengthening of financia work within the
financial area. We introduced the central purchasing process through Health Purchasing Victoria, and we
implemented our Strategy to stipulate the limitations on the use of agency nurses. We have been maximising the
commonwedlth revenue that is available to us, and we have been improving the efficiency of hedth services
through greater use of medical technology. Lastly, we have been working with the Department of Treasury and
Finance on a price review, which has been a very comprehensive piece of work, to identify some of the areasin our
system where price needed to be adjusted.

We have provided additiona funding in this budget to strengthen the viability of hospitals, and we have added to
that the additional and ongoing funding for the hospita demand management strategy. So thisis the largest
injection of additional funding into our public hospital system in the history of this state. Coupled with those other
initiatives, because putting money in aloneis not enough, but coupled with those management initiatives and
change-in-practice initiatives we believe that we will be able to significantly strengthen the position of our
hospitals, particularly our major and metropolitan hospitals, in the years going forward.

Mr FORWOOD — | would like to talk about one of those metropolitan hospitals, and that is the Angliss
Hospital, and in particular issue of asbestos that was reported in the paper today. | refer in particular to Dr Lazzari's
letter of 29 April to Tracey Batten and also to the Premier. Dr Lazzari says at the bottom of page 5 of that |etter that
he had been given information by lan Brown, the engineer, of the asbestos remnants in the building, and he
received a plan of the building. He goes on to say:

Theinformation Mr Brown gave me clearly showed there was asignificant risk of asbestos exposure to a number of peoplein Chandler
House.

| understand some audits have been done, and | wondered firstly, if you would make public the asbestos reportsin
relation to this matter held by Eastern Hedlth; if you could advise the committee what steps you have taken to
ensure that thereis no risk to community, staff or patients at Chandler House; whether you can confirm the amount
of more than $1 million dollarsisto be spent on fixing this problem; and finally thereis an issue of the treatment of
Dr Lazzari. Apparently he has again been threatened with dismissal for gpeaking out about these matters. | think
thisis an issue of some concern; ashestos is obvioudy. | would be horrified if the government’ s gpproach to
someone raising these issues would be to threaten them with being fired.

The CHAIR — Alleged.

MsPIKE — Certainly the first part of the question relates to the area of responsibility of this committee. |
am not entirely sure how the latter part of the question is relevant, but | am happy to talk about the issue of
ashestos. It iswell known that both in the private sector and in the public sector there are buildings with asbestos
present right across our community. The main issue with asbestosis whether it is contained: whether it is secure,
whether it complies with occupational health and safety standards and that it is not disturbed in any way. | have
certainly been made aware through the media of the letter that Dr Lazzari has written, and | have asked the
department for assurances from Eastern Hedth that it hasin fact complied with al of the relevant safety
requirements regarding the treatment of asbestos. The department has assured me that that isthe case. | certainly
take the matter of the presence of asbestos and its potential damage to the community very serioudy, and theissues
that Dr Lazzari raises are serious ones. | am assured that Eastern Health has followed through al of the processes
that are required. Should additiona funding be required to deal with ashestos-related issues, and we receive reports
and information about that, then of course we would take the matter very serioudy and we would do what needsto
be done. | do not know whether Mr Solomon wants to add any further comments to that.
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Mr SOLOMON — | spoke with the CEO of Eastern Hedlth yesterday evening about the matter, and she
assured me that the asbestos was stable and that they had in fact before Dr Lizzari’ s | etter taken pre-emptive action
to commission the audit.

Mr FORWOOD — Will you make the audit available?

Mr SOLOMON — | have not looked at thet at this stage.

MsPIKE — | will take notice on that and find out where Eastern Health are up to on that matter.
Mr FORWOOD — | would like some assurance, so if the report could be made available.

MsROMANES— How will rura and regiona hedth services benefit from the government’ s hospital
sustainability and demand management strategy?

MsPIKE — As| explained in the answer to the first question, the additional $1.6 million is resourcing for
our gatewide hospital programsto ensure their long-term financial sustainability and to help them to meet the
demand they face. We particularly know that there are rural and regiona agencies that face some unique
circumstances, and some of them are in areas that are growing, very quickly, particularly those that are on the
rural-metropolitan interface; that those agencies are very diverse, they have size and configuration that is changing
very rapidly and so we work with each of those individually, and they will share in the additional resourcing that is
available. There are some other factors. | talked about the interface agencies, and there are additiona costs that
agencies face when they are in less populated areas, such as ddivering to alarge-scale geographical area, patient
transport costs, the need to retain multiple campuses and the need to have a broader scope of services. Many of
them aso have particular capitd problems that add to the complexity and difficulty and sometimes the cost of
service ddivery.

It isthese kinds of matters that are redly to be picked up on an individual basis with each of the health services.
Dr Brook and histeam will be working individually with each agency looking at their unique Situation so that they
can continue to meet the demands of their community.

Mr CLARK — My question relates to the numbers of hospital beds that are available in the state. So far
as| am aware neither the budget papers nor the quarterly Hospital Services Report, nor anything elsethat | am
aware of that is published by the state government, discloses the number of beds availablein the state. The
Audraian Ingtitute of Health and Welfare data shows there have been about 591 beds closed between 2000-01 and
2001-02. Sofar as| am aware that isthe latest available data. Can you undertake to provide to the committee a
breakdown by hospitd of the number of hospital beds available as at 30 June 2003 and the numbers anticipated to
be available as at 30 June 2004?

MsPIKE — Thefirgt thing | would like to do is comment on the ingtitute of health and welfare data and
make some broad comments about that, because | am familiar with the report and | am aso familiar with the media
comments made by the Leader of the Opposition regarding that report. What needs to be on the public record is that
in fact the ingtitute of health and welfare has changed the nature of its reporting of hospital beds and hasin fact not
included some significant categories of bedsin that data. Our department has been working with the Austraian
Ingtitute of Health and Welfare to ensure that in fact the data is comparable to the previous countings of beds so that
subacute, for example, which is not included in its current report and which was previoudy included, and some
other categories, will in fact beincluded. | do not know if anyone of my colleagues may have some further
information on the other categories that were not included in this data.

Mr SOLOMON — For example, & Monash Medical Centrein 2000-01 figures were included for mental
heslth beds and the year after they were excluded, so the figures showed a 194 decrease, which is smply a counting
change.

MsPIKE — It isimportant that the data we are working from is consistent. We have increased the
number of bedsthat are available, and that datais available. But it isimportant to aso go beyond that and to say
that we need to make sure that we are actually counting what is relevant in hedlth service delivery, and
contemporary heslth service delivery is providing health servicesin arange and variety of settings with different
utilisation of beds. The average bed day for most procedures has declined significantly due to advancesin
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technology. We are having many same-day services and many more outpatient services, again because that is more
appropriate for patients and because those procedures can be done in that way.

While | am certainly very comfortable that this government hasin fact increased the number of beds that are
availableto the public, | think it isimportant that we actualy talk about servicesthat are being delivered, and on
that measurement and criteria there is no question that we are in fact treating many more patients — over 35 000
additional patients every single year and in some yearsit has been even higher than that. We have been able to
manage that demand because of a number of the other strategies that we have been engaged in.

Mr CLARK — Doesit then follow that you are happy to provide that information on bed numbers to the
committee?

Ms PIKE — We are happy to work with the ingtitute of hedlth and welfare and make sure we have the
correct information.

Mr CLARK — The department can supply us with your own numbers; you do not need to do it through
the indtitute.

MsPIKE — Wewill see what information we have that is provided on a hospital-by-hospital basisand
make sure that the relevant information that gives an indication of the service that is being provided to the
community is made available.

Mr FORWOOD — | will take that as ano. Why did you not put it in the budget papers? How many beds
are there?

Mr MERLINO — | refer to page 81 of budget paper 2. The budget papers show that Victoriawill receive
$300 million less in specific-purpose payments than would have occurred if these payments were distributed by the
commonwealth on an equa or per capita basis. Further to your comments and presentation, how adequate are the
commonwealth government’ s current funding arrangements for Victorian public hospitals?

MsPIKE — In my presentation | talked about the level of funding that is being provided by the
commonwedlth to the states. Victoriais not unique here. That has changed significantly over the last few years, and
the graph | made available in my presentation gave agood indication of that. It isimportant thet we are very clear
about where that change has taken place.

In the previous Augtralian hedlth care agreement (AHCA) the level of indexation over the life of the agreement was
in the order of 24 per cent. If that level of indexation were to have continued, Victoriawould have been over

$300 million better off in its health budget. What the commonwealth chose to do was actually reduce the level of
indexation to closer, in Victoria' s case, to around 16 per cent. It is unclear why it made that decision because what
is clear isthat the demand in our hospitals has been rising. In the public arenawe have had statements by the
commonwedth that it is providing, | think, $13 billion of additiona funding to al the satesin the current AHCA
agreement. It sounds like alot of money, and the public may well understand it as alot of money, but the redlity is
that it isless money — nearly $1 billion less, in fact — than had the previous rate of indexation been continued as it
was in fact continued in the forward estimates. The question is what happened to that $1 billion, which wasin fact
in the forward estimates in the commonweslth’s finances? We know that that $1 billion wasin fact taken out of the
commonwealth's forward estimates and applied to thefirst of the so-called fairer Medicare packages. It was a
direct swap, | guess, of the money that was there for hospitals into that particular area.

Further to that we know that the commonwesalth has since made yet another adjustment to itsindexation rate. |
referred to the WCL indexation rate. The first adjustment it made when it cut usfrom 24 to 16 per cent was it
reduced the utilisation factor for some unknown reason. Now it has made a further dice into the consumer price
index (CPI) factor and that will see another additional pendlty to Victoria

Sowe arein avery difficult position with the commonwealth funding. The other two policy settings that are in their
area of respongbility are the level of reimbursement that is given to genera practitioners, which directly affects
their capacity to bulk-bill; and secondly the number of aged care beds, which again has adirect impact on the
number of servicesthat we are providing in public hospitals to people who have been assessed as dligible for aged
cae.
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In that context the share of Victoria's contribution to the public hospitals has increased dramatically to the point
where around 59 per cent of funding now will be coming from the state after this current budget. It was 55, but it is
now moving up to around 59. We are certainly having to fill the breach so that we can continue to provide
appropriate services for the community.

The CHAIR — Thank you.

Mr RICH-PHILLIPS — I would like to ask you about bonus payments for departmenta staff. The most
recent budget outcomes reported at the PAEC noted that for 2002-03 more than $2 million was paid in bonuses to
DHS staff, including almost $1 million to the executive officer and for the same year over $53 000 was paid in
bonus payments to three executives of Eastern Hedlth. Following the payment of that $53 000 in bonus payments
two of the hospitals in Eastern Health — that is, Maroondah and Box Hill hospitals — sent out fundraising letters
seeking donations to fundraising campaigns for hospital equipment. Maroondah Hospita was seeking $28 000
from the public, and Box Hill was seeking $80 000.

Firgtly, with respect to the issue of bonuses can you tell the committee how much will be paid to DHS staff in
bonuses for the current 2003-04 year? How much will be authorised for the period of this budget? Will you alow
hospital executives, having paid themselves bonuses, to continue to send out letters seeking funds from the public
to pay for hospital equipment?

Ms PIKE — There are two partsto that question, and | will just pick you up on your final statement. Did
you say that hospital CEOs were paying themselves bonuses — was that what you actualy said? Obvioudy
executives are not in a position of paying themsalves bonuses. If bonuses are paid, they are paid by their employer,
which isthe board of management. | clarify that point.

Thefirst part of your question related to the payment of bonuses to the Department of Human Services executive,
and of course al remuneration is covered by the Government Sector Executive Remuneration Pand (GSERP). The
terms and conditions of peopl€ s employment are within the overall public sector guiddines. Patricia Faulkner is
the head of our department. | think she will talk about that, then | will answer the second part of your question.

MsFAULKNER — Thefirst part was about bonuses paid to executives within the Department of Human
Services.

Mr RICH-PHILLIPS — For this year, yes.
MsFAULKNER — For thisyear?
Mr RICH-PHILLIPS — For the 2003-04 year, what the figure will be.

MsFAULKNER — Itisnormally 8 per cent of the executive budget. We have not been informed as yet.
It isusualy agovernment-wide guideline. Usualy you have to get your bonusesto average at 8 per cent. They
have an entitlement to a 20 per cent bonus, and you would expect that not everyone would receive that, so we
usually averageit out at 8 per cent. That is usudly a guideline that is handed down by the Department of Premier
and Cabinet.

Mr RICH-PHILLIPS — When will that be confirmed?

MsFAULKNER — We do not usudly pay bonuses until the completion of the financia year. We would
normally get advice around August-September about what the guideline will be, and we stick within that guideline.
Another point | should mention isthat the executive remuneration package has now had a reduction in the bonus
payable, so we would assume therefore that the average level of bonus would be reduced as well.

Ms PIK E — The second part of the question related to Eastern Hedlth, but more generdly | think the
guestion was about bonuses across our hospital system. Under the GSERP guidelines CEOs are able to receive up
to 20 per cent of their remuneration package as performance-related incentive bonuses. It is up to the boards of each
individua health service to determine CEO remuneration and what the terms for bonus payments are within the
GSERP guiddines, which | am very happy to make available to you.

I must say that up until now each health service has arange of criteriaand applies those criteriain away that they
believe has been appropriate to enhance the performance of their individual health services. Under the governance
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and accountability bill, the new governance arrangements which are currently before the Legidative Assembly,
there will be some changes to the whole area of remuneration. Clause 11 of that bill inserts anew section to provide
that in the case of a public hospital the remuneration, the terms and conditions, the bonus payments and the criteria
et ceteramust be approved by the secretary of the Department of Human Services.

Members of the governance pand did identify this as an issue that we needed to have far greater consistency and
clarity on, therefore it was one of their recommendationsin their report around enhancing accountability to the
community. So if thisbill passes the house, we certainly believe that it will ensure that performance bonuses are
only available in the appropriate circumstances and in accordance with government policy. We are currently
undergoing some work to review CEO remuneration and the application of performance bonuses.

Mr RICH-PHILLIPS — To dlarify, will that require the secretary to sign off on individual bonuses for
each individud, or isit on an agency-by-agency basis?

MsFAULKNER — At this point in time there is a recommendation, and the way in which that will be
implemented is still under discussion. It could be in the same way as | described earlier, which is an averaging, or it
could go to approva of individual bonuses, but that would be avery onerous task administratively, so we are ill
looking at whether thereisaway of doing it that keeps the consistency and control without having the individua
bonuses approved.

Mr RICH-PHILLIPS — Thank you.

Mr DONNELLAN — Minigter, | refer you to your dide presentation. Can you outline what the
department is doing to ensure Victoriaiis prepared in the event of bioterrorism or pandemic outbreak?

MsPIKE — Certainly. The government is providing amost $11.5 million to the Department of Human
Services over the next four years to enhance our capacity to deal with a potentia bioterrorism incident. Our focusis
particularly on the chemical, biological and radiation threats, so we have been working very hard to enhance our
leve of preparedness. We have been focusing on plans to manage demand on the hedlth sector. That involves
reviewing our stockpiles of pharmaceuticals and also developing and implementing enhanced disease surveillance
systems.

We, of course, work nationally on these issues. There is a communicable disease network that has awhole range of
guiddines within which we waork, and in fact our public hedth staff are very closely engaged in that area. For
example, thereisanational smallpox strategy, there are guidelines for anthrax and there is dso nationa work on
influenza pandemic planning, so you will know that with the SARS epidemic and now with the Asian flu area, we
have everybody working closely, and that plan will include protocols for surveillance, use of vaccines, anti-vird
drugs, aswell asthe use of hospitd and community medical facilities.

The other area that we have been working in is the emergency services coordination, and a chemica, biologica and
radiation planning and response unit so that we can ensure that we have people educated and trained within the
whole system. When you go to our hospitals you will now see, in the ambulance bays and in the emergency
departments, full showering facilities. A lot of those initiatives that really did not need to be there in the past are
now there, and of course the whole area of training to back them up. It might be helpful if we talked a bit about
Medica Displan Victoria, because we have the key role. Dr Brook may be able to give us some information on
that.

Dr BROOK — The department administers the Medical Displan Victoria program, which is separate
from some of the things the minister has talked about, but is an integrating force for al of the dements of first line
response for terrorism and pandemic outbreaks as well.

Displan draws on the resources of the state' s healthcare workers to ensure that in the event of adisaster — and a
disagter can be quite smdll or quite large— there is the capacity for an immediate response in conjunction with
ambulance and other emergency services including our own public health emergency service, to attend and
ascertain what should happen to individuas or groups of people who are injured or harmed in some way by some
incident.
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The particular role that each group takes will depend, for example, on the matter at hand; so clearly if itisa
radiologica or biological incident the first responder will be the public health emergency team, but they in turn will
rely on Displan and ambulance services to ded with the people who may be affected.

The Displan group effectively triages people and ensures they are distributed according to where resources are
available so that they can receive appropriate treetment and care so you are not having alarge number of people
arriving smply at one hospita rather than being distributed.

There will be issues at hospitals as well, which will be coordinated by Displan through the hospita, because in any
large—scale disaster event around 60 per cent of people take themsaves for treetment — actually being the walking
wounded — o the Displan system is highly integrated and coordinated and it linksin with other emergency
services and with our hospital emergency departments and intensive care units and has the facilities, drugs and
skills necessary to deal with amost anything. They have containment suits, self—contained breathing apparatus and
arange of drugs and therapies which they can administer on site or in conjunction with ambulance servicesand in
transport.

Ms GREEN — Minigter, | refer you to budget paper 3 on page 87 in the health and social development
output group which includes funding for obesity prevention. Can you inform the committee of the department’s
response to public hedth concerns over obesity?

MsPIKE — We, of course, know that rising levels of obesity have the potential and aready are causing
significant poor hedth outcomes for many people in our community, and when we know that very young children
now can show signs of type 2 diabetes, which has adways been associated with older adults, then thisisjust but one
indicator of what has been described by some people as an epidemic of obesity and something that all governments
need to be taking very serioudly.

We have a so recognised, however, that just tackling obesity as a health issue does not lead us to understanding the
inter-relationship of the responghilities of varying other parts of the community in this area. The causes of obesity
are very complex. They have to do with changes in recreational activity, changesin diet, changesin the use of
trangport, people relying on cars, al of those things— we are probably all familiar with them — and therefore we
do need awhole-of-government initiative to begin to address thisissue.

The Department of Human Services has $10 million available for funding for the obesity and diabetes prevention
area, and we have joined that with funding for a physical activity promotion initiative — $10 million from the
Department for Victorian Communities. The Minister for Sport and Recreation and | have endorsed ajoint strategy
that is being developed for a physicd activity program, and of courseits connection to the prevention of early
diabetes and tackling obesity.

The strategy will involve arange of communication activities, particularly targeting children and family. We are
also establishing hedlthy behaviours from the early age, again through arange of different educationa activities,
and we are dso aready supporting, within the department, a number of community-based pilot programs which
alow people within the community to get together and find solutions that will be meaningful for their own
community.

In Colac, for example, we have had a very successful range of activities with the health providers and people within
theloca primary school, encouraging children to monitor their weight, to engage in more physicd activity and to
egt in amuch hedthier way. We have established aminister’ s forum with the Minister for Health, the Minister for
Sport and Recreation, the Minister for Aged Care and the Minister for Education Services. Together we will be
overseeing the implementation of this strategy.

Also, of course, | am part of the Australian Health Ministers Conference, and we have a'so committed oursalves to
working together with other states and territories to reinforce a national program. The Australian government, |
understand, is currently working on a strategy. There were no resources in the most recent budget, but it has
indicated that it isworking on a gtrategy for anationa perspective.

Thisareaiis very worrying to people within the community. It is avery complex matter. Quite smply it involves
people having to rethink some of their behaviour, and anyone with young children will know that trying to keep
them away from junk food is amammoth task; so we are also working with the media, with the food industry, with
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the fitness sector, and aso even with some chefs to ensure that thisinitiative is broadly based and something that
captures the imagination of everyone in the community.

Mr FORWOOD — Minigter, | refer you to the Department of Human Services tender dated 15 May for a
panel for provision of discipline and whistleblower investigation services. The tender description is:

The Department of Human Services is seeking suitably quaified and experienced persons to investigate aleged misconduct; breaches
of discipline or whistleblower issues by departmental employees; and other specified general complaints.

| further refer you to Dr Lazzari’ s |etter, where he says:

There existsin the state’ s hedlth authority arampant culture of bullying, harassment, intimidation, gagging, obstruction, lies and
deception.

Hein particular mentions instances of bullying a 555 Coallins Street by Andrejs Zamurs and Ben Hart, two
members of your staff. Y ou might need to take this on notice. My first question is. could you provide for the
committee how much has been spent on the investigation/discipline function in the years 2002-03 and this year;
and how many cases have been investigated in each of those years? Secondly, will you ensure that an investigation
is undertaken into the allegations made by Dr Lazzari of his treatment?

MsPIKE — | will ask the secretary of the department to elaborate on some of the more specific details of
your question, but | will indicate that the appointment of a panel that can be available to be engaged in the
investigation of issues within the Department of Human Servicesis, of course, a practice that has been in place for
many, many years— well before the time of this government — so thisis not new at dl. It is very important within
a department the size of the Department of Human Services that you do have the capacity for independent
investigation to occur from time to time. Thisis absolutely something that is around public confidence and | do not
think the public would be satisfied if they felt that in cases of serious allegation the department was always
investigating itsdlf. | think it is quite appropriate to have independent people who are there. | will give you an
example of the kind of invegtigation that takes place. Mogt of it, might | say, isnot in health. Most of it isin child
protection, community services, and disability services— in those aress.

I will give you an example where we required the services of an independent investigator. That was when | was
Minister for Community Services. Y ou may recall that there were some alegations made about some staff at the
Malmsbury youth training centre and activities on the site of that centre. Of course the absolutely appropriate
course of action was to draw on someone on the panel to conduct for us an independent investigation and that is
exactly the nature of the work of these people who are on a panel. When we need someone to do an independent
invegtigation we do not put a huge ad in the newspaper every single time. We have apane and it isacommon
processin tenders.

On the broader question of the existence of this panel and these people, they have been around for along time
before this government wasin power. It is a process that has been well accepted by previous governments and it is
aprocessthat | think is absolutely fundamentd to public confidence in public administration and | am very
comfortable with it. But it isan areathat isin the responsibility of Patricia Faulkner, our head.

MsFAULKNER — | think the specific question was about the expenditure and the numbers of
investigations.

Mr FORWOOD — Yes, that isright.

MsFAULKNER — I do not have it broken down the way you wanted it, but | have got that in the last
three years: 191 investigations and the total costs, $780 000, if that is helpful. If you wanted it broken out
differently, | can get that, but that is the sort of thing. The panel wasfirst established in 1998, so thiswill bethe
third panel that is being established. The only difference thistime is that we are combining whistleblower
investigations because that is new legidation. We have found the need to have externa and independent peopleto
look at the allegations made as protected disclosures under the whistleblower legidation. So we are now having the
one pand that can do both discipline inquiries aswel as whistleblower inquiries. So it is a broader ask and the
panel is being briefed very soon about the requirements.

Mr FORWOOD — Minigter, did you want to answer the last part of my question?
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MsPIKE — | am naot sure that this committee is the forum to make decisions about the investigation of
individual complaints. Chair, maybe you could give us some guidance on that?

The CHAIR — That isentirely your cdl.

Mr FORWOOD — Sure. | mean, if you do not want to answer it, do not answer it, but | mean— —
MsPIKE — | do not believe this committee is the appropriate forum to make those decisions.

Mr FORWOOD — So you will not investigate it?

MsPIKE — | did not say that.

The CHAIR — Shedid not say that.

Mr FORWOOD — She did say that.

The CHAIR — Minigter, | refer to budget paper 3, page 90, where there are increased resources for drug
treatment and rehabilitation. | ask you to outline alittle more fully what you and the department will be doing to
prevent acohol misuse in the community as aresult of that funding initiative.

Ms PIKE — Thank you, Chair. In June 2002 we launched stage 1 of the Victorian alcohol strategy. We
have had a number of activities that came out of that stage 1, including arange of multimedia campaigns. We
targeted risk populations, including the under-18s and tertiary students. The reason that we have donethat is
because, whilst we have done alot of work in reducing the harm from drugs and working to prevent drug abuse and
other initiatives around drug abuse in our community, we felt it was important to have afocus on the whole area of
the abuse of the alcohol. Research has certainly shown that young people— particularly young people, | might
say — are drinking to excessin some cases and drinking in a harmful way.

Mr FORWOOD — ‘Young means?

MsPIKE — | am taking about younger teenagers rather than older teenagers. | think the age of some of
these teenagersis quite a concern for people within the community because it is the frequency and the volume of
binge drinking that is a magjor concern.

The next phase of our strategy , and the additional resourcing is here to support that, is around four key areas —
thiswill be our Victorian acohal action plan stage 2 — first of al, minimising acohol-related harm to young
people, tackling alcohol-related incidentsin and around licensed premises and events, working to provide good
information and education around the harmful consumption levels of alcohol and, of course, responding to public
drunkenness.

We have dso taken a very important lead role in the review of the acohol advertisng arena. That is, at our
ingtigation, being undertaken by the National Committee for the Review of Alcohol Advertising, whichisa
subcommittee of the Intergovernmental Committee on Drugs, of which | am a member. We know that some
companies have been behaving in an inappropriate way — one company, for example, sponsoring schoolies week
and schoolies-type activities, directly marketing and providing free giveaways et ceterato young people, very
ingppropriate advertising, using young actors, the connection of alcohol consumption with social success et cetera.
All of these areas have placed alot of pressure on young people. That is an areawe have aparticular concern about.
That is an areathat we have particular concern about.

We have a partnership between the Department of Human Services and key stakeholders, particularly in the crime
prevention area, looking at how we can reduce a cohol-related violence within the community. We have
commissioned maor research on foetal alcohol syndrome in Victoria, and we have aso begun some work on a set
of clinical guiddinesto inform practitioners on the application of brief interventions as a treatment for alcohol. We
areredly trying to skill up genera practitioners and help them to identify some of the symptoms of alcohol abuse,
particularly in young people, so that they have some good strategiesto assist in that and of course so that they have
the appropriate referral information et cetera. Stage 1 of that alcohol strategy has been very successful, and we are
certainly going to be using additional resourcing to move into stage 2, to work with the community to try to dedl
with this very seriousissue.
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The CHAIR — Thank you.

Mr CLARK — | turn to the issue of small rura services, which asyou know isanew output group you
crested this year taking € ements from acute health, aged care, home and community care and primary health
outputs.

| refer you to the footnote on page 83 of budget paper 3, Service Delivery, which saysthat:

Subgtitution of acute, aged and home care, and primary hedlth servicesis encouraged in order to meet loca needs. Therefore the
quantity of services delivered per output may vary from target, while maintaining effort across dl outputs.

| refer further to aradio interview you gave on ABC radio on 25 September last year in which you were reported as
acknowledging that surgical and obstetric services might not be available or viable in small country hospitals. In
consequence of that | am concerned that thisis not going to be used as a mechanism to close acute hospita beds by
stealth across country Victoria, and my question is. can you guarantee there will be no acute bed closuresin
country Victoria through this restructuring?

MsPIKE — Thisisarestructuring of the funding mechanism, and obvioudy akey objective in this new
funding mechanism and accountability approach isto facilitate a sustainable and flexible mix of serviceswithin
communities that are responsive to local needs. By bringing all this resourcing together, in a sense, we think it will
strengthen the capacity of smal rura servicesto have that flexibility to respond to the changes within the
communitiesthey serve. It will cover around 67 small rural services. Dr Brook can expand on the funding
mechanism, and then | might go to the answer of the latter part of your question, if that is appropriate.

Dr BROOK — The new initiative is directed towards very small health services, by no meansall of them
hospitals. There are approximately 14 group E hospitals. These are extremely small hedlth-care settings, al of them
in towns of lessthan 5000. In addition to that, there is another group — group D hospitals. There are hedlth care
centres that were previoudy called multipurpose services.

Mr FORWOOD — Do you have alist of the Ds and Es for us?

Dr BROOK — Itisactudly al available in a publication, and you are most welcome to have as many
copies of that asyou like. It isaso available on the Web. | can certainly make this publication readily available to
you. It dso includes multipurpose service agencies that have previoudy been caled health-stream agencies, which
was an initiative of the former government in much the same direction asthis, to increase flexibility of state
funding in the absence of commonwealth funding. There are so some bush nursing centres. Thisbasicaly setsa
global budget for these agencies which is dependent upon their historic allocation, but it frees them from having to
apply specific outputs smply to obtain income for those specific outputs, So that they are able to fredly convert
between inpatient and outpatient services and between hospital and community services, dependent entirely upon
the consideration of the local board of management in consultation with their communities.

The way in which we can be sure that services in aggregate are provided is through a conversion factor or a
weighted value unit, which we call the rural services unit, which gives aweighting to the efficient cost of any
particular kind of output delivered. So if you were to deliver one inpatient service of a particular inpatient type that
might cogt, say, $2000, that $2000 might cover 10 outpatient attendances or 10 home-care attendances, so we can
be sure that the output monitoring that is provided does ensure that we have avery clear indication of efficient use
of resources. But it is quite fair to say that it is entirely up to the loca community, through their own board of
management, as to the type of servicesthey wish to deliver. Anditisaso fair to say that peoplein different
communities have historicaly moved in different directionsin this regard.

The question of whether you could guarantee that every acute bed in every smdl rura hospital would forever be
open does not reflect the redlity of the past 20 — let alone 5— years, which isthat in fact peoplein some
communities have to some extent moved from providing acute inpatient services to providing arange of different
services, particularly home-based care services and dlied hedth services, which are not dedlt with in a casemix
inpatient funding system. It istheir call. No-oneis placing pressure on anybody to change.

| should also reflect that there is acommunity choice eement here. In very small communitiesit isnot at all
uncommon for the community to choose to have the secondary-level services provided in a subregional hospital of
asomewhat different scale. One does not receive hip or knee replacementsin group D or E hospitals.
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Mr FORWOOD — Just looking at the measure, what is that 145 000 the number of ?
Dr BROOK — You are looking at page 83?

Mr FORWOOD — Yes.

Dr BROOK — Under primary hedlth?

Mr FORWOOD — | am looking at the one aboveit, too.

Dr BROOK — Yes. That 145 000 is the number which would have applied last year under primary health
service units, and it is equated to 111 650 in rura health service units. For each siream of output we have ardative
value unit, just as WIES — weighted inlier equivaent separations — is arelative vaue unit for the cost of inpatient
care. We have dways attempted to have a smple measure by which al kinds of services provided in a stream can
be related the one to the other. So in thisinstance we are looking at what would have been a primary health service
ddivery unit number of 145 000, but that now becomes arura health service unit number of 111 650.

The CHAIR — But what doesit measure?

MsPIKE — What it measuresis hours of nursing time, hours of podiatry.
The CHAIR — These are hours?

Mr FORWOOD — Hours?

Ms PIKE — No, they are encapsulated in units of service,

Dr BROOK — Caorrect.

Mr FORWOOD — Isthere adefinition of ‘units’ in the budget papers?

Dr BROOK — We have talked for along timein the casemix funding environment — in fact snce
1992 — about weighted inlier equivaent separations. It is an entirely theoretical concept that relates one trestment
to another. Thisis no different in concept. It is areative vaue unit — or weighted value unit — that says, ‘Let’s
take aunit of production. What does this kind of service cost compared with that kind? .

Mr FORWOOD — In terms of units?

Dr BROOK — Correct. So thisis the aggregate of those things, and generdly it is set at around $20 or
theresbouts per unit.

Mr FORWOOD — Okay. That iswhat | was after — $20.

MsPIKE — No.

Dr BROOK — You have to be careful about looking at the exact numbers here
Ms PIKE — We do not have the exact figure, but around abouit.

Dr BROOK — Therurd hedlth service unit is, as you can see, higher than that.
Mr FORWOOD — Sorry, | interrupted you.

MsPIKE — Not at dl. Rural communities have been asking usfor this change. They want greater
flexibility with the use of their funding. The fundamental question is what have we been doing with the funding for
rura hedth services over the time that we have been in government and what will we do as aresult of this budget?
Every single rura hedth service in the whole of this sate has increased its funding year after year after year since
this government has been in office. In the case of Heywood, 50 per cent — not including this budget, but in
previous budgets; in the case of Lyndoch in Warrnambool, 40 per cent. Let us get to somelittle ones: in the case of
Terang and Mortlake, a 23 per cent increase in funding. Thereis not one rura service that has been closed, and
there isnot one rural service that has received areduction in funding.
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However, what rurd services have said to usisthat they do want greater flexibility. If their population, for
example, is ageing the capacity to be able to move between acute and aged careis areally important one that they
want to have for their own community and their own service viability, so that iswhy we have moved to this greater
flexibility. It isnot at &l, as your question implied, about cutting services. All our services have grown, they have
all expanded. It is about being responsive.

We do nat have the same hospitds that we had in the 1950s, and if by your comment you are assuming that every
single bed in every single hospita will be used for every single purpose that is utterly the same for the next

20 years, then | think we arein avery sad date of affairs. We are about having a modern hospita system that
provides adequate resourcing for the changing needs of the community. Things will change, and | do not shy away
from that at al. That is about being responsive and being contemporary. | am glad we do not have hospitas that
look likethey did in the 50s; | am glad things have changed, and | hape they change more.

Mr CLARK — In other words, you are not guaranteeing there will not be any reductions? In fact you are
saying that will be an inevitable part of the process?

Ms PIKE — It depends on how you messure service. | think that a very narrow and old fashioned
interpretation is quite unhelpful.

Mr FORWOOD — On atechnical issue, | wonder if you would mind if the committee put on notice the
question of how this unit system works and in particular how you would report against it if you do start switching it
from one output group to another.

MsPIKE — Certainly.
Mr FORWOOD — Because that is the effect of note (9).

MsPIKE — | can advise you that the rural and aged care area of the department is working on a mgjor
document that does exactly that and that articulates the mechanism and methodology and that will be available late
2004. Itisadivisona output.

Mr FORWOOD — Excdllent.

The CHAIR — That is helpful, because if you are working on amgjor document, it is no wonder that we
did not understand it completely.

Mr FORWOOD — Because | would not want to be going through this next year, trying to compare. Y ou
know what | mean, do you not?

Dr BROOK — Yes.

MsROMANES— On pages 279 and 280 of budget paper 3 the state budget papers detail quite an
extensive new asset investment program in hedlth in 2004-05. Can you, Minister, provide the committee with
information on the department’ s track record in delivering such capita investments on time and within budget?

MsPIKE — Thisisan areathat | would have to say the department is performing very well in. We
currently have an investment program of endorsed projects for hedth facilities of around $1.49 billion. Our
department isworking on around 30 projects at this time, expending that money and making enormous
improvements to the infrastructure of our hedlth and aged care systems. They range from really big projects like the
Austin Health redevel opment through to upgrades in small nursing homes, in smal rural communities; and of
course they aso include our ongoing commitment to addressing infrastructure issues within our hospitals.

The program of projects under way in 2003-04 includes projects funded in the budget cycle as well as those funded
previoudly and gtill under construction. | know that you have through your chair requested information on all
projects with a TEI of $10 million and over. We are happy to say that al projects are being delivered on time and
on budget, and in fact the asset investment budget for the hedlth facility project in 2003-04 is dmost $280 million
and will be fully expended, so that will be just the amount that is expended within this year.

I think it isavery good record. The mgjor projects do remain on target, and where there have been minor
expenditure variations aong the way they do not impact at al on the overall project expenditure. There are some
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aressin fact of under expenditure, and | think that shows the department’ s capacity for working within avery
complex environment.

Oneareathat | do want to highlight isthe health information strategy. We are rolling out that project, and that will
have avery significant impact on the efficiency of work within our hospitals. It isabig program with alot of
projects and we are very pleased with our performance in this regard.

Mr RICH-PHILLIPS — Minigter, | wish to ask you about the reported deficit at Southern Health. | refer
to the annual report for Southern Hedlth for year the ending 2003, and the consolidated result for the 2001-02 yesr.
The operating deficit was shown as $9.1 million. For 2002-03 the operating deficit was $12.5 million, so a
deterioration of $3 million.

In November lagt year, the Auditor-Genera published his public sector agencies report for November 2003 and did
a section on public hospitals operating under financid difficulties. As part of that report the Auditor-General
published atable showing the operating result for the various health networks. For Southern Health in figure 3.3(e)
the Auditor-General showed an operating deficit for Southern Health for the 2002-03 year of just over $26 million,
which was substantidly different from what is reported in the annua report.

The Auditor-General has made a note that the figure he has quoted of $26 million excludes $13.5 million which
was forgiven for afinance lease from South Eastern Medical Complex Ltd. So thereisadistinct differencein the
accounting treatment shown in the annua report and the accounting treatment applied by the Auditor-General. The
net effect is whereas the annua report shows a deterioration of $3 million, the Auditor-Genera showsa
deterioration of $17 million.

Firgtly, | seek your comment on the Auditor-General’ s accounting treatment showing the $26 million deficit, and
secondly, what process was involved in not showing that $13.5 million in terms of guidance provided by
Department of Treasury and Finance to your department; was it advice sought from DTF as to how that should be
accounted for?

MsPIKE — | will ask Shane Solomon to give amore detailed answer, but that $13 million figure you see
there refersto the fina payment for Monash Medical Centre. It has been since the hospital has been built. | will ask
Shane to explain that further.

Mr SOLOMON — | think we said last year, and aso included in our comments of last year, that we have
some difficulty with the way the Auditor-Genera is presenting the operating result, particularly in the sense that
revenue related to capita is excluded but depreciation on the cost of capita isincluded. We would have difficulty
commenting on what we regard as not an accurate reflection of the operating result. | suppose | should aso say that
the annua report of Southern Hedlth is an audited statement.

Ms PIKE — And signed off by the Auditor-General.

Mr SOLOMON — And the Auditor-Generd’sis areworking of an annua report, if you like. You
yourself are reworking the annua report. | think sitting around the table we should be reluctant to move away from
what are the audits signed by the board — published results.

Mr RICH-PHILLIPS — Did DHS take advice from DTF on the reporting of what the Auditor-Genera
has described as aforgiveness of that finance classification?

Mr SOLOMON — | am not sure why we would take advice from Treasury on that.

Mr RICH-PHILLIPS — Given the disparity between DHS' s view and apparently the Auditor-Genera’s
view.

Mr SOLOMON — Asl| sad, in relation to the Auditor-General we have expressed our view to the
Auditor-General and in writing to last year’ sreport in response. While the exclusion of abnormals we would have
no difficulty with, the different treatment of capital on the revenue and expenses side is not what we would regard
asacomparison. You are asking usto, | suppose, get an opinion from DTF on something that we have aready
disagreed with.
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Mr DONNEL LAN — The state budget papers, specifically budget paper 3 at page 90, indicate that the
department provides a comprehensive response to drug prevention control treatment and rehabilitation in Victoria
What specifically is being done to addressillicit drug misuse and harm associated with the rave and party scene?

Ms PIKE — Of course we collect alot of datawithin the Department of Human Services about the use of
illicit drugs within our community. Recent data suggests that there has been quite a dramatic increase in the use of
ecstasy and other party drugs. People will be aware there was a recent focus on GBH, which is code-named
grievous bodily harm but stands for something much more chemically correct. But GBH isamajor problem within
the party scene. The reason GBH isamagjor problem is because it isvery cheap. A relatively small amount is
required for a drug-induced state, but the difference between a smaller amount and alarger amount can bethe
difference between a drug-induced state and being in some difficult and significant trouble and requiring
emergency support.

The other concern that we have is polydrug use within the party scene. Our emergency services and emergency
departments are seeing people who are using awide range of drugs, and these, of course, have the propensty to
cause serious hedlth problems and precipitate drug overdose.

We have begun anumber of initiatives. Of course we continue to fund Rave Safe, which is a peer education
program targeting illicit drug users who attend rave parties, and they are provided with awhole range of drug
prevention information and education resources. We have also introduced the guidelines to provide free or low-cost
drinking water in licensed premises as a public hedlth initiative, and we are also working with industry to develop a
multifaceted code of practice associated with party drug use.

People will be aware of course that in 2002 the Drugs and Crime Prevention Committee conducted an inquiry into
the use of amphetamines and party drugs, again in response to the concern about the rise of party drugs within our
community. The committee, | understand, is findising its findings, but we are certainly not flatfooted on thisissue
and we are working hard on arange of strategies to try to address this growing problem — and it isa growing
problem.

Asl said, particularly GBH is one of those drugs which does not actudly kick in; you do not necessarily fed the
effects, for up to 2 hours. So what alot of young people do is take some, they do not fed any effects, so they take
some more, and just an increase in that dose can be deadly. It isavery difficult issue. Obvioudy surveillance and
initiativesto address crime are dl part of thistoo, but from a public health perspective, which is fundamentally my
responsibility, we are trying to educate people, give people good information and work with the community on this
issue.

Mr FORWOOD — | want to return to the issue of ashestos at Chandler House at William Angliss

Hospital. | think Mr Solomon indicated that he had spoken to the CEO last night, and that the CEO had suggested
that there was not a problem there | do not want to put wordsin your mouth, but that ismy — —

L et the record show that Mr Solomon is nodding his head! Hansard does not record nods of heads.
The CHAIR — And mouths smiling!

Mr SOLOMON — What | said wasthat | was advised that it was stable. We use ashestos throughout the
Western world but, asthe minister said, the problem isif it is unstable, and that iswhat you get audits to look.

Mr FORWOOD — It cametto light because of the flood, which meant that it was unstable and they went
through the drying-out process, so we can talk abouit it being stable or not stable. | guess you would be aware that
last Thursday a number of signs and notices were erected throughout the hospitd. | do not know what the actual
words were, but they were attached to manhole coversin the ceiling and € sewhere advising of the presence of
ashestos. Do you regard that as a satisfactory response to the issue?

Mr SOLOMON — | am not sure what your sourceis, so | am not aware of that person —
Mr FORWOOD — Itisavery reliable source. We could go out together and look at them.

Mr SOLOMON — We could do that, but what | rely on is the technical experts. Without having seen the
report from the technical experts myself — | have asked for acopy of it — it may well bethat at as an extra
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precaution they recommended that that occur. Without having read the report, | am speculating, and | would far
prefer to read what the technica experts have to say.

Mr FORWOOD — Welook forward to receiving a copy of the report aswell.

Ms GREEN — Would you advise the committee on what the government is doing to increase access to
menta health services? | refer you to the mental health outputs on page 75 of budget paper 3.

Ms PIK E — Thank you very much. | think everyone is very aware that the mentd hedth areaisavery
challenging areafor our community and that thereisincreased public awareness of menta health issues within our
community, and that is agood thing. It means that people are talking more freely about mental health issues and
that people are coming forward for treatment for mental health. We are constantly working to make sure that the
kinds of responses that we have to menta hedth issues are ones that really genuinely meet peopl€e s needs, and that
our responses are not potentially taking us back to some of the practice that characterised the mental health system
in the past — that is, placing people within large ingtitutions, depriving them of their liberty and giving them very
little opportunity and chance to lead normal lives.

It istrue that one in five Australians may have amental health episode at some stage in their lives. That can vary
from mild depression through to a more serious mental health episode, but many people— of course, most
people— go on to recover from that episode and to lead happy and satisfying lives. Our responsibility is
continually to improve what we are doing but aso continualy to offer leadership within the community so that we
do not have knee-jerk reactions which could send us back to that kind of poor practice.

We made acommitment in 2002 to increase our funding over afour-year period by $105 million. Thisyear the
menta hedlth strategy will receive another $15 million, which is there to address critical demand pressure and to
provide support workers for people who are living with mentd illness within the broader community. We recognise
and acknowledge that thereis alot more work to be done in mental health. We have committed ourselves to
opening up new beds, and we are doing that. There will be 25 additional mental health beds coming on stream at
the new Casey hospitd. Thereis an expansion in subacute programsin mental health— that is, programs that
provide the interface between hospital and community services. We have aready opened one of those fecilitiesin
Shepparton, and we will be opening another one in Box Hill and another one within the metropolitan area.

Asfar as the community-based mental health services are concerned, we have gone in this state from providing
services to around 2000 people in the community in the mid-1990s to now providing services for nearly

10 000 people within the community. Victoriaisthe only state in Austrdia— and thisis a program that was begun
under the previous government — that has a comprehensive community-based mental health support service
system. Whilgt it isasystem that is always under pressure and demand, it nevertheless provides support for
thousands of people in our community. The funding this year after this budget will be around $53 million. It isthe
proportion of the mental health budget that is to be provided to community-based servicesthat isincreasing in
response to the changing service needs.

Theonly areathat is of disappointment is that there was no funding for mental hedlth in the recent federal budget.
We expend nearly $700 million ayear on mentd health, and only $14 million of that is provided by the
commonwealth government, so thereis need for anationd approach aswell as of course the work that we are
undertaking herein our Sate.

Mr CLARK — | refer to theissue of the Clinicians Heath Channel, which as you know makes available
to clinicians awide range of information online through aweb site. Asyou will aso know, the future of that has
been under a cloud with aspects of it due to end in August and other aspects in December thisyear. In aletter dated
14 January this year to a colleague the Honourable David Davis, amember for East Yarra, you said:

The Department of Human Servicesis actively seeking future funding options, to alow the CHC to continue beyond August 2004.
and —
Funding will be resolved as part of the May 2004 budget process.

Now we have the budget can you tell uswhat the Situation is regarding the Clinicians Heath Channel ?
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MsPIKE — | certainly can. The Clinicians Health Channel was funded under the previous Australian
health care agreement (AHCA) with funding from the commonwedlth. It has been a very important initiative and
provided access for doctors to an online service whereby they can have access to particular journas et cetera that
they would not be able to afford themsalves. Certainly it has been rated very highly as avery vauable service.
Therefore we were extremely disappointed that the commonwealth determined to cease funding for the Clinicians
Hedlth Channdl, thereby transferring that responsibility to the state.

We have been working within the department to look for ways that we can continue to provide that service to
people who vaue it highly. The letter that you read out reflects that commitment. | am awaiting further advice from
the department about how that will happen, but | have given a commitment that there will be a continuing of the
sarvice, and | will ask Mr Solomon to give further details.

Mr SOLOMON — The minister mentioned earlier that there is avery large amount available for
sustainability and growth funding as part of the hospital demand management strategy, and it iswithin that global
alocation that we are looking to fund the Clinicians Hedlth Channel. We are very confident that it will fit into the
envelope that we have.

Mr CLARK — It is commonwealth seed funding, so we should congratulate the commonwealth for
doing that and hope that it continues.

Ms PIKE — Asafurther comment, | have actualy written to the federal hedlth minister and not only
asked him to reconsider the federal government’s decision to de—fund the very valuable service, but also to ook at
the possibility of anational program because, given that thisis an information technology—based service, thereis
really no reason that it could not be, and Patricia Faulkner, the head of our department, has been leading the
information and communication technology strategy for Australia— a partnership between the states and the
commonwealth— and | know that this provision of information, whether it be to the public or clinicians, is one of
the matters that is on their agenda aswell.

While we do not want to seeit fal by the wayside from Victoria' s perspective, we certainly would be very pleased
to hear of any support that people might be able to offer as we try to have something happen nationaly.

Mr SOLOMON — We were exploring a number of other options as well, and that included whether we
could do something with the other states who have similar programs operating. Thereisalevel of duplication, but
the prospect of getting an agreement between everybody obvioudy became fairly remote over time, so it comes
back to us.

Mr CLARK — But you are dready running asimilar program in conjunction with New South Wales and
Queendand, as| understand it?

Mr SOLOMON — No, we are not. They are separate.
Mr CLARK — That iswhat the hedlthcare association says.

MsFAULKNER — Thisissue of being able to do something once for the whole of Austraiais
something that the group | am chairing is taking up, because on awhole range of information technology frontsit is
useful to have the whole of Australia develop standards for ICT.

The previous health minister’ s conference agreed to look at the establishment of an entity which would be shared
between the commonwedlth and the states to try and drive reform in this area, so it has been a bettle to date, but
people are starting to see that it makes sense to try and do things like this that take alot of resourcing, that are
useful across state boundaries, once for the whole of Australia.

The CHAIR — Minigter, my question goes to the earlier one on obesity. Y ou began to outline alittle
about the physical activity program and joint strategy being developed across a number of departments and across a
number of ministries. | found that very interesting.

I know that Bicycle Victoria has made a presentation to a number of members of Parliament, yourself included, and
it has avery interesting health promotion and wellbeing information and I'T display, prepared by somebody in my
own electorate, and | was wondering whether you could fill usin alittle more on the physical activity programs that
might be possible, and just give the committee a little more detail, tied in with Bicycle Victorid s health and
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wellbeing promotion? | understand they are a'so doing innovative work with people with disabilities and mobility
issues who may think they are unableto cycle?

Ms PIKE — Certainly. The strength of this whole-of-government gpproach is that we will be able to draw
in awhole range of groups from right across the community, and Bicycle Victoriais one of those groups with some
very cregtive and innovative ideas about increasing the level of physical activity through riding bicycles, and of
course bicycleriding is exploding.

Bicycle Victoriais one of the largest groups of its kind in the whole world. It saysit is number one, and | am not at
all surprised. It has the largest membership of a bicycle group. But it is not just concerned with supporting its own
membership; it redly isthinking creatively about how it can contribute to the health and wellbeing of the
community and it has done alot of research into the physicd benefits of bike riding, and it has some proposals
before government at the moment, which would be their to enhance peopl€ s participation in bike riding, and also
some simple planning ideas about how you can facilitate and make it easier for kids to ride bikes to school and so
on.

The other group | want to commend, and of course Mr Forwood is on the board, is VicHed th, which has awhole
range of fabulous programs to address the issue of obesity in a positive way. The Walking School Bus program has
been afantastic success. | was recently, in adifferent context, meeting some dlied health professionasin one of
our country hospitals who said they had connected up some of their clients with diabetes problems with the
Walking School Bus program, and they were using them as the volunteersto lead the kids, which | think is
fantagtic.

Mr FORWOOD — Yes, that isvery true.

MsPIKE — So that particular program and awhole range of others are important. The reason dso that
this needs to be awhole-of—community thing is that we do need to get architects and planners and a broader group
of peopleinvolved in how we design our communities and suburbs to enhance physical activity and how we
incorporate physical activity into our everyday lives so that we can turn around this major problem.

The CHAIR — Would you care to make any comment in relation to people with a disability and their
physical activity levels through Bicycle Victoria or other groups?

MsPIKE — Absolutely. Thisis an example of the way these organisations like Bicycle Victoriaare
thinking about a whole range of different groups. It is much harder for people with physical disabilitiesto exercise.
Their work in this areais to be commended.

Mr RICH-PHILLIPS — Minigter, | would also like to ask you about the obesity programs. Y ou would
have seen the press release that Diabetes Audtralia, the Heart Foundation and The Cancer Council released on
Monday in which they say:

Diabetes Audtrdia - Victoria, the Heart Foundation (Victorian Division) and The Cancer Council today released data showing at least
1400 Victorians will die each year if the Victorian government and others do nothing to address the issue of obesity in the Victorian
community immediately.

So they are stressing that it is a very important issue.

Picking up on the $10 million commitment that has been made over four years, firstly are you able to provide the
committee with a breakdown of where that will be spent as far as the communi cation aspects of the program versus
the interaction with community groups is concerned?

Also, asfar as the performance measure for that program goes, the one measure that has been listed in the budget
paper is one that Sir Humphrey Appleby would be very proud of. For both last year and this year it is shown as
‘Community agenciesin targeted locations participating in community obesity prevention Strategies'.

| would argue that that does not actualy measure a great deal, so perhaps you could explain to the committee
exactly what you are attempting to measure with that and how it reflects the performance of your Strategy,
particularly in terms of the communication aspects.
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Ms PIKE — Certainly, and measurement of course is an interesting word when we talk about obesity. Let
me first comment on the work of the Heart Foundation and The Cancer Council and Diabetes Audtrdia - Victoria
We have been working very closdly with those organisations and | certainly commend them for again drawing this
matter to the community’ s attention and making a pleafor additiona work in this very important area. We have
been working very closely with them.

We provide support in the area of diabetes, cancer and heart disease generally, of course, through &l of our heslth
programs. For example, we have been long-term supporters of initiatives through Diabetes Austrdiafor research
into the impact of increased use of weight-bearing exercise to reduce insulin dependency. Those kinds of programs
have been funded through home and community careinitiatives. Exercise classes for older people, weight training
et ceteraare al afeature of our generd programs through our primary hedth initiatives. | certainly welcome their
contribution and will continue it — they will be actively involved and engage in every dimension of the obesity

Srategy.

In terms of the actud initiatives, it is not $10 million; it is over $20 million in fact, because we have the
combination of the health money with the sport and recreation money and aso some aged care money that is
adding to that. So it redly is coming together as amajor program. The government is about to announce awhole
range of initiatives under that program, which will be provided to the committee, which will have a breakdown of
all those initiatives.

In terms of the output measures, | will ask Dr Brook to further comment. | think it is about being redligtic at this
point about what we are going to use as an eva uation mechanism but obvioudy that would need to be— | haveto
be careful, | cannot say expanded or grow or al those words, into the future.

Dr BROOK — The measurement of improvement in obesity and its relation to one campaign is, of
course, extremely difficult and no-one should be under any illusion asto the difficulty associated with looking at a
social trend or a set of issues that relate to a significant change in socia behaviour, which is predominantly the lack
of exercisein our community — the fact that we are al now sedentary people who push buttons rather than walk.

The CHAIR — Not al.

Dr BROOK — To some extent or other — some of us more than others. The ultimate measurement, of
course, isreduction in aggregate weight of the community and the rate of exercise. But those two things are
incredibly difficult. In the short term the sorts of measures that we will be using will be looking to how many
people access the web site that is proposed to back up the media campaign and indeed aweb site that will, of
course, link to other web sites such as the one you have mentioned in relation to Bicycle Victoria It istoo early for
me to give you any defined output targets for that because it is smply not developed to that point but thereis no
point in having a media campaign or a series of local initiatives unless that can be disseminated throughout the
community and readily available. So it is proposed that sitting behind the obesity and diabetes-prevention program
will be anew linked web ste— —

Ms GREEN — Jogging behind.

Dr BROOK — Jogging behind, that will enable people to access al of the information that is available
through those respective gpproaches and alow them to use that information to, hopefully, generdise that into their
own setting. Clearly we can run mode nutrition campaigns and we can run model exercise campaigns — and
indeed VicHedth dready does so— but the imperative for usisto find atechnology which actualy uses
technology to fight itself. We are actually trying to use the people who press buttons to read that they should be
standing and pressing buttons or running and pressing buttons.

So | think that for our first target measure we can look at impact assessment but | think impact assessment smply
tells you how many people have seen a campaign and picked up a message or not. We are more interested in the
number of people who take pages off aweb site because then they have had some practica involvement. We will
be looking at that as we do for other information channels as our firgt, | think, measurable. But it istoo early for me
to give you exact targets at this point.

Mr RICH-PHILLIPS — Can we expect to see those type of measuresincorporated in future budget
papersin place of the rather obscure measure that is currently in?
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Dr BROOK — Yes, we would be happy to look &t that.
MsPIKE — It isagenuine attempt to do something meaningful.
The CHAIR — Thereis asupplementary and then | would offer acomment as well.

Mr FORWOOD — Just aquick comment about this: | takeit that no-oneis disputing the 1400 figure of
the annual deaths caused through thisissue. | would suggest that one of the best measures we could have isto either
stabilise the 1400 as atoo-high figure or over time reduce it. Should we not be saying that our aim, rather than
people accessing web Sites, isto actually reduce the number of deaths so a meaningful target is: no increase or a
least the beginning of a decrease?

Dr BROOK — If | could add to that, if that is okay with the minister?
MsPIKE — Yes, certainly.

Dr BROOK — The fundamental difficulty with a measure of that sort is the time frame in which you
would make that assessment. In order to address the problems of obesity and type 2 diabetes, it isimportant that we
as acommunity teach our children different behavioural patterns. To a certain extent those adults, including mysdif,
who are overweight and at risk of this problem — —

Mr FORWOOD — You are alost cause.

Dr BROOK — Not quite alost cause, | trust, but there is less benefit to be achieved. Thereisaways
benefit to be achieved in changing lifestyle and improving fitness and behaviour, but it will be the future
generations who benefit from the investment that we make now. That iswhy we put so much emphasis on young
people, including through VicHealth, not just our expenditure. That is why the whole program is focused on
improving the activity levels of people who will remain active for the rest of their lives. Of course we are looking at
the whole community and, as the minister has said, including senior Victorians — aged Victorians aswell —
because of the obvious benefits that are achieved. So, yes, you are right: the time frameisvery, very long. Inthe
short term you need to look at measures which are essentially impact or rather enhanced impact measures. It istrue
of any kind of change that is awhole-of-society change; it isnot unique to this. Y ou could look at the long-term —

Mr FORWOOD — We did with smoking.
Dr BROOK — Welook at rates of smoking reduction.
MsPIKE — Yes, welook at rates but we do not necessarily look at deaths, directly.

Dr BROOK — | think the other difficulty with the 1400 number — | do not choose to disagree with it but
I have not actually seen the working that lies behind it — the difficulty with projections of death rates from, say for
example, obesity, isthat there are common risk factors associated with many diseases. So heart disease may be
influenced by obesity but much more influenced by cigarette smoking. So those things do cause some issues.

The CHAIR — Weare dl very interested.

MsPIKE — Yes, and can | dso say that part of what we are interested in doing also is supporting
research that does help to define those measures that are meaningful and appropriate. | agree that we do have to be
able to evaluate the success of what we are doing. It is appropriate.

MsFAULKNER — I just want to speak in defence of the existing measure. The strategy isto try to
engage communities and community agencies in activities to try to encourage physical activity and better eating
patterns, as the minister described in Colac. If we can actudly get a percentage of the agenciesin an areathat has
been targeted — we are targeting areas because usualy obesity is a problem of less fortunate communities, so we
can target areas where obesity is more prevalent. We are looking to try to get alarge number of the agenciesin that
community engaged in the physical activities strategies, such as the walking school bus and so on. It is one of those
that Chris described, that it is on the way to getting a better measure but it is a good interim measure.

Mr RICH-PHILLIPS — Haveyou identified al the areas that you will be targeting?
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Dr BROOK — Wewill haveto take that on notice. | am happy to provide you with the specific list of
measures subject to ministerial approval, because we can provide you with the health component but there are
others. We are looking also a what people are doing. Obvioudy we are not wishing to duplicate what VicHed th
does or what anybody else does. Can we take that on notice and come back to you with that?

Mr RICH-PHILLIPS — Thank you.

The CHAIR — By way of supplementary comment, particularly in relation to the secretary’ s defence of
the performance measure, Bicycle Victoria has afabulous initiative in Shepparton that | am sure they would be
only too happy to share with members of the department, not just the minister.

MsROMANES— | want to ask a question about departmentd funding, which is not such alively topic,
but which is mentioned on page 12 of budget paper 2. There the new departmenta funding modd is outlined, and it
highlights the fact that government has devel oped this model to better drive productivity growth and achieve
improved policy outcomes and that it replaces the former productivity dividend. How will this new budget funding
modd impact on the hedlth sector in 2004-05?

Ms PIKE — Thank you, Glenyys, for that question. The new funding mode for departmentsisa
fundamenta reform to the arrangements which will assist usin fulfilling our policy outcomes and also drive
productivity growth. Y ou mentioned changes to the productivity area, but there is certainly no intention to move
away from working towards greater levels of productivity.

The new mode will make a difference to our hospitals and give them alot greater certainty with respect to their
funding. It removesthe 1.5 per cent required productivity dividend which wasin fact firs introduced in the
mid-1980s, so it has been around for along time. We will still expect appropriate levels of productivity, but the
new mode adopts a more sophisticated approach to alowing hospitals to take account of their own individual
circumstances and to realise productivity themselves. We have aso improved the whole sustainability of funding
through our increase under the financia sustainability model, which will provide in particular a higher level of
growth in the non-wage area, which has been the areawhere there has been the greater number of issues. So we are
going to give hospitals greater certainty in that non-wage cost area. We believe our department has been very
supportive of the new funding modd. We think it will actualy help the health sector, and it will certainly help the
hospitals. Lance Wallace might want to make a comment.

Mr WALLACE — Themain issueisthe remova of productivity, but the only other relevant factor isthe
way that indexation is applied. Under the previous budget model there used to be adday in the way that indexation
was gpplied, so indexation on operating costs was applied to prior years and not the current year' s estimate of
operating expenses. If you are an organisation that is not growing, it does not make alot of difference whether the
index is applied to current funding levels or not, but if you are an organisation that is growing rapidly with demand
in health, it makes alot of difference when you apply the indexation on the current levels of spending. Sothat is
also very advantageous to the hedlth system.

MsROMANES— Can you clarify at what point the indexation is actually applied?

Mr WALLACE — Yes. The indexation was applied on DTF s assessment of the current CHl rate as
determined in the budget, and it was applied on the prior year’ slevels of supplies and consumables, whereasthe
previous moded was applied on levels of four years ago. It is atechnica matter, but the main impact isthat it does
provide significantly more funds for hospitals.

Mr FORWOOD — Minigter, | turn to the issue of the $90 million non-clinical support services tender
that was awarded to the Spotless Group for the Alfred hospita catering and cleaning contract. Y ou would be aware
that Bayside Hedlth' s lawyers, Phillips Fox, wrote aletter on 13 February to the contracts and compliance manager
at the Alfred and raised a number of concerns about what was happening, and finished the letter signed by senior
partner, Nigel Preston, by recommending that the tender process be abandoned. Subsequently, of course, it was not
abandoned, and the tender was let to Spotless.

| would like to know what process was followed once Bayside' s own lawyer had written aletter recommending
that the tender be abandoned. Did someone take thisto DTF, because part of the advice indicates that the tender
was not in compliance with particular parts of the tender guidelines? | am interested in the process that was
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followed once the flag had been run up the flagpole saying, ‘Hey, we ve got aproblem’. What process was
followed that left the contract going ahead in the way it did?

MsPIKE — Just to provide abit of background on this, in fact the tendering out of cleaning and catering,
security, patient movement and ward support and dl those other non-clinical services was undertaken in 1997, so
the process of tendering out those servicesis not new and has been in place for along period of time. The staff who
provide those services to the community at Bayside Hedlth are therefore not the employees of Bayside Hedlth, they
are the employees of the agency that is contracted to provide the clinica support services.

The Tempo Services contract, as you have correctly identified, was due to expire in December 2003, and Bayside
tendered, asit should and asis gppropriate. These are externally provided support services, and, of course, the
whole origina intention of tendering out services was to get good value for money within the appropriate criteria.
That process was undertaken, and, as we know, the winning tenderer in that process was Spotless. Bayside Health
signed a contract with Spotless on 23 February.

The reason this has come to light or has gained more public attention is because the Health Services Union of
Austrdia haslodged anotice of industrial dispute in the Augtrdian Industrial Relations Commission. It has been
concerned that there have been changes to the utilisation of some staff and that that is its responsibility, and
therefore this matter is now before the Austrdian Industria Relations Commission, and since then the matter has
moved to the Supreme Court. The matter is before the courts, so there is some difficulty in making expansive
comments about the matter. These processes are undertaken by the board. It isits responsibility to make sureit
complies with the gppropriate tender processes, and we have certainly received advice from the board that it has
followed the appropriate processesiit is obliged to comply with.

Asfar as| am concerned, my responsibility isto be assured that that has happened, and to that end | have asked the
department for further advice on the matter to assure myself that it hasin fact followed the appropriate process. But
it isimportant, and you have raised important issues about process. This matter has become muddied because of the
involvement of the union, whose concerns are more about employment of staff, whereas the questions you have
raised go to the heart of the process, which is, of course, the areathat | have to assure mysdlf of.

Mr FORWOOD — Thank you for that. | leave to one side the issue of the hesdlth services union's
process, and | make the point that the contract was signed 10 days after the legal advice, which was very quick. |
must say that | am concerned that there would be such haste after receiving aletter like the one that Phillips Fox
wrote.

| must say that | am concerned that there would be such haste after receiving aletter like the one which Phillips Fox
wrote. In particular, one | am interested in iswhether or not DTF, which had responsibility for tender guidelines
and compliance in these issues, was involved in that 10-day period and whether it was possible— —

Mr SOLOMON — | do not know why they would be.
Ms PIKE — They would not normally be involved in every single tender.
Mr FORWOOD — Every single tender, Minigter, is $90 million, and not everyone gets aletter like this.

Mr SOLOMON — | suppose you need to step through the stages of the process becausetheway it is
being presented isthat it was signed — | think you said that it was signed within 10 days of the legd advice.

Mr FORWOOQOD — That iswhat the minister said.

Mr SOLOMON — Sure. What | am saying iswe need to step back. The implication isthe process started
then, but the process started well before that. So if | can go through the process for you — that iswhat you are
requesting — the tenders closed on 24 October last year. The recommendation for short-listing was made to the
board on 11 December last year. The board determined that the short-listed tenderers, being Tempo and Spotless,
should be asked to examine their bid prices — that is standard practice under DTF guiddines. Following the
process a further recommendation was made to the board on 16 January — again, this was before the legal
advice— proposing that Spotless be sdlected. On 4 February, after the decision had been made by the board and all
matters had been considered, Tempo requested that Bayside reopen negotiations.

Mr FORWOOD — On what basis?
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Mr SOLOMON — Exactly! On what basis? Bayside Health then said that it would be abreach of DTF
guiddinesto have gone through all that selection process and just say, ‘We will reopen negotiations', so adecision
was made along time earlier than when the contract was signed. My understanding isthat it was after 4 February in
response to what Tempo had asked — you know, ‘fair process, let’s get some legd adviceon it’. The adviceis
ultimately, like dl legal advice, a contentiousinterpretation of a clause. So Bayside was basicaly saying, ‘We have
gone through this whole process of selection; it would in fact be a breach of this selection processif after dl thiswe
then reopened it’.

Mr FORWOOD — That is not what the legal advice suggests, though. It does not suggest reopening. The
legal adviceisthat the tender process should be abandoned.

Mr SOLOMON — Then you would have to reopen the tender.
Mr FORWOOD — No.

Mr SOLOMON — Yes, you would, because Tempo's contract expired on 13 December 2003. So how
else would you — —

Mr FORWOOD — Under the Department of Treasury and Finance guidelines you have the capacity
under clause 1.23, from memory, to terminate the tender process and enter into private negotiations with either of
the tenderers.

Mr SOLOMON — That iswhat happened, and then a selection was made. What Tempo was asking was
to reopen negotiations with both parties, and the DTF guidelines essentially say you can only do that if negotiations
with athird party have broken down, which they had not.

Mr FORWOOD — | do not want to go too much further on this, but | am interested in the DTF aspect of

MsPIKE — | have said that | have sought further assurances from the department about this particular
matter that iswith Bayside, and when that comesto light | can provide more information.

Mr MERLINO — | refer to page 277 of budget paper 3 and the recruitment of genera practitioners.
Could you please provide some further information about this new initiative to put more GPs into community
hedlth services?

MsPIKE — Certainly. In fact we do have some additiond funding in this budget to try to addressthis
issue of the decline of general practitioners within community health services.

Community hedlth services provide very vitd primary health services for many Victorian people, particularly
disadvantaged Victorians. That is why we believe we have to do everything that we can to enhance the whole
program of general practitioners within community health centres, so we are using this funding to create formal
links with existing private genera practice services, to establish new GP clinicsin community health services, and
to help community health services to go out and recruit GPs. The way that they can do that is often by offering
admini stration-type support such as better billing services, more use of information technology, introducing and
providing technology such as electronic prescribing— al of those kinds of areas— plus, of course, strengthening
the arrangements between generd practice and the other kinds of services that people can be referred to that are
within the community health service like the ancillary services, the dlied health services.

The decline in bulk-billing is causing significant difficulty for certain members of the community, and often
community health centres have been the only place where people can continue to have bulk-billing services. We
therefore believe it is very important that we do everything that we can to drive the availability of general practice
sarvices, bulk-billing services, freely available services, to our network of 100 community health servicesthat are
within the Victorian community.

Mr CLARK — My question relates to the problems that arose earlier thisyear with Intragam P. Asyou
will be aware, Minister, anationa shortage developed, and on 12 March Dr Brook issued a memo stating among
other things that health services and/or patients also have the option of purchasing Sandoglobulin, the CSL
replacement product from hospital and/or individual budgets. My question is: when did the Nationa Blood
Authority first warn the department of the impending shortage? When did you become aware of it yoursalf? Did
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you support the proposal that health services and patients should purchase Sandoglobulin as a replacement from
their own budgets, and what action did the department and you end up taking to overcome this problem in the
current financial year and at what cost? What provisions have you made next year to ensure there is no further
move to impose the cogt of these treatments on individua patients?

Ms PIKE — Dr Brook is our representative on the National Blood Authority Strategy. His role was
absolutely critica in thisarea, so | will ask him to comment.

Dr BROOK — Thisisacomplex issue, so | warn you that we will go through alongish explanation. We
need to begin with the understanding of what Intragam P is and how it is derived. Intragam Pis apropriety product,
which is produced by CSL, made from human plasma which derives from voluntary blood donors. It is exclusively
produced from Austrdian plasma from voluntary blood donors. It is an intravenous immunoglobulin whichisa
mixture of proteins and antibodies. It is generaly used by people who do not have antibodies themsealves, either
because they were born without the ability to produce antibodies or because they are receiving treatments, for
example, for cancer, that harm their capacity to produce them.

It isused for arange of fairly elagtic uses, generally for people who have neurologica problems of achronic type
that cause loss of nerve conduction, therefore loss of muscle power. There are other uses. There are many potential
uses of this substance.

The plasmathat is collected for the production of Intragam P is collected by the Australian Red Cross Blood
Service, which is now anationd entity. All governments now have a single contract with the Australian Red Cross
Blood Service through the National Blood Authority. Thefirst point to makeis Victoriadoes not have a direct
contract with the Audtralian Red Cross service to produce plasma. It isanationa contract ddlivered through a
nationa authority, and asingle nationa agreement. That plasma can either be collected through specific plasma
collection where you hook somebody up to something akin to awashing machine and suck up their plasmaand put
the red cells back into them — that is the technical description — or through the collection of whole blood where
the Red Cross takes off the red cdlls, kegps the plasma and sendsiit off to CSL.

Every year we increase the amount of plasmawe get from the Red Cross but there is a natural and practical limit to
the ability of the Red Crossto produce plasma, and indeed there is a further natural and practical limit of the ability
of the Red Cross to increase plasma production each year. We have been increasing plasma collection each year for
many years, and indeed CSL hasin turn been increasing the yield of its product called Intragam P, so that we have
more Intragam P, or intravenous immunoglobulin, than ever.

National blood funding arrangements, until thisissue arose in Victoria, only ever covered voluntary blood
donations collected for direct transfusion purposes or for blood products derived from voluntary blood donations
processed by CSL. There are very sound reasons for why we rely on what is called a self-sufficiency policy,
including perception of quaity and safety as well asredity of quality and safety and the imperative of maintaining
avoluntary blood donor system. Over time, however, demand for or at least use of intravenousimmunoglobulinin
anumber of Audralian states has exceeded supply, so limitations have had to be put on the amount that can be used
compared with what some people would desire but not necessarily what isideal. Thisis one area where we have
limited clinical guidelines, if | can put it that way, so it ishard to be absolutely certain about what this should be
used for, how much should be supplied and when. The management of the available supply of Intragam Pis
conducted on our behaf by the Red Cross, s0 the Red Cross gives the plasmato CSL, CSL produces the refined
product, the Red Cross then manages the supply on our behalf. In every previous year, despite the fact there have
been variationsin supply and potentid shortfals, it has been possible to manage within the existing supply.

To turn to the specifics of your question, it wasin late 2003 that the newly formed National Blood Authority
produced for the first time ever datathat told us what was happening in terms of the actual supply and use of
intravenous immunoglobulin. It isimportant to say that because none of us had ever had this data before. We were
never part of that management chain, and indeed are till not part of the management chain in terms of practical
use. We looked at the data and asked for further analysis to be conducted and further information to be brought
back to us, which happened. Again, it looked as though we may in fact have a shortfall so we therefore, dong with
people in other states, asked the Red Cross to look to its utilisation, to restrict use to what are called category 1
patients— | will not go to that in detail here— with the expectation that we would arrive at the end of time with
what had happened in every previous year, and what happened indeed in New South Wales for an exactly similar
shortage.
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In Victoria' s case, for whatever reason, that result was unable to be achieved, and we hit a short period where there
was in fact ashortfall of the product. As soon as we were notified about that by the ARCBS Victoriawe issued a
circular to hospitas advising them that there was a problem, and at the same time, but before that had happened, we
were aready in negotiation about what to do as an dternative. It is not as if something happened and we then
responded. There had been a protracted period, or some weeks at least, of being concerned about this, entering into
negotiation about an aternative, but without the ability to supply additiona Intragam P— so that was not available
to us.

Asaresult of those negotiations what has now happened is that the nationa blood funding arrangements allow for
imported intravenous immunoglobulin. It isnot caled Intragam P. Asit happensthereis only one product on the
market; it is marketed by CSL; but there could be other products on the market in the future. The product we have
purchased now through the nationa blood funding arrangements — this was never previoudy possible— called
Sandoglobulin, has been supplied in significant quantity to the Augtralian Red Cross Blood Service Victaria We
set aside just over $2 million for the purchase of that product. In fact that has not had to be used. So it shows there
isfairly sgnificant variation in the use of the product and that we hit a shortfall. We had begun negotiations to try
to obtain new product and that was obtained, but the benefit was that it became part of the nationa blood funding
arrangements.

That same arrangement will continue next year and every year in the event that there continues to be a shortfall of
intravenous immunoglobulin as compared with prudent usage. In terms of prudent usage we have established an
intravenous immunoglobulin user group with the full cooperation and participation of leading clinicians, who are
generaly haematol ogists, oncologists, neurologists and endocrinologists — they being people who are concerned
about the various kinds of illnessthat lead to this. We have dready seen that the usage of it islooking closer to the
available supply. People do prefer Intragam P to Sandoglobulin, there is no doubt about that, but you cannot make
more of something than you can make.

We are increasing again the amount of plasmathat the Australian Red Cross Blood Service will collect next year,
but it may well not meet demand for intravenous immunoglobulin. The contentiousissue in some peopl€ s mindsis
why wasiit said that hospitals and/or individuas may purchase the product? Y ou have to red back dightly. | have
said that for thefirst time ever, because of this shortfall, we obtained authority essentially from the commonweslth,
which provides the mgjority of funding for the national blood agreement, to include imported product on the
nationa blood funding arrangements. Prior to that it has been the case that hospitals have had from timetotime a
reason to purchase the Sandoglobulin, much more so in New South Walesthan in Victoria, because that is the way
you purchase something which is abiologica substance used for clinical purposes, like adrug. We have to be a bit
careful about definitions here, but that isthe way it has happened. In the private sector the public hospital funding
system does not apply, so ultimately if a person was in the private sector they would have to purchase it somehow
individually, and funds do not cover it. So the purpose of the memo we sent was merely to inform people of the
facts of the Situation.

We moved, | believe, extremely quickly to make sure we had a guarantee of supply. We said so to the clinicians
when we met with them even before this became a very public issue, and we fulfilled that within days. | am happy
to answer any further questions, but | think that is as comprehensive explanation as | can reasonably give.

Mr CLARK — A very thorough explanation, and | thank you for that. | suppose the remaining issueis
why there was not a decision made earlier on in the process that you would not be looking to have individua
patients pay to meet the purchase of Sandoglobulin, given that these difficulties were seen to be arising.

Dr BROOK — That would never have happened in relation to the public hospital system. It would only
have happened if a patient had been a private patient receiving trestment privately. The vast mgjority of people
receiving this drug do not receive it privately, but there are some who do. That would be a decision the doctor and
the patient would have to make. There is always a default position, which isif it isalifesaving or urgently required
treatment, it is provided through the public hospital system, so we would have anticipated that there would have
been some shift. But, as| said, that would be the very small minority of patients concerned.

The only way in which it could have been funded, other than through the nationa blood funding arrangements was
for hospitals to purchaseit like they would purchase any other product. The issue that seemsto have arisen thenis
the means of communication. There seemsto be concern that we let hospitals know by circular. Well, that isa
pretty normal thing, so | cannot comment further on that.

19 May 2004 Public Accounts and Estimates Committee 26



MsGREEN — Miniger, | refer you to page 278 of budget paper 3. Could you advise the committee how
the funding for the child dental hedlth initiative will be spent?

Ms PIKE — This year's budget contains the largest-ever range of initiativesin the public dental area since
the commonwedlth changed the arrangementsin 1996 and withdrew its support for public dental care right around
the country.

The government has provided significant additional funding for public dental hedlth for adults by removing a
number of people from the waiting list because of the provision of care, but we have aso had arange of child

dentd hedth initiatives. The 2004-05 budget alocates an additiond $6.1 million for a child dental hedth initiative.
Thisincludes $3.45 million, or 26.8 over four years, to increase access for preschool children to denta services, and
also to reduce the time between checkups for primary schoolchildren attending the school dental service. This
initiative is going to reach 77 000 preschoolers and 75 000 school children over the next four years. The redl focus
of thiswill be on ora health promotion, and we are dso particularly targeting children from disadvantaged
backgrounds.

The other initiative, which isavery important initiative, is that the government is making $1.9 million of funding
available in 2004-05 to extend fluoridation of water in certain communities. Members of the committee will be
aware that there are till some areasin Victoriawhere the water is not fluoridated. Thisis avery significant thing
that the government can do to increase the denta health and enhance the dental health particularly of childrenin
those communities. Research shows that children who live in communities where the water is not fluoridated have
amuch higher leve of decay than children who have fluoridated water.

The other part of that mix will be the provision of $3 million over four years to reduce the shortage of dentdl
professionas particularly in rura Victoria. Wewill do that by supporting professiona devel opment, working to
retain and mentor new graduates and providing scholarships.

Of course we continue to seek the provision of additiona dental places within our dental schoals, that being a
matter that is within the commonwealth' s responsibility. We do need to train moredentistsin Austrdia, but we dso
need to train other dental professionas — that is, dentd therapidts, hygienists et cetera. Thisisavery major
initiative and one that will have a positive impact on the health and wellbeing of children. It is a preventative
early-intervention stirategy, and | think it isavery good one.

Mr CLARK — Minigter, | refer you to a memorandum from Mr Andregj Zamersto the Premier, dated
3 November last year, which has come into the public arena. Amongst other things he said:

Thereis areported widespread view amongst other hospital s that the management task has become unachievable because demand and
costs are now unressonable. The price review being undertaken from DHS, DTF and DPC isthe mgjor factor keeping them on board.

Y ou have touched on this price review in some of your remarks so far, and | think it has been referred to in the
budget papers. Can you inform the committee what the current statusiis of this review and the expected time lines
for it? Can you give the committee an outline in broad terms of what parameters you are looking to include in this
new pricing model?

Ms PIKE — The price review has been completed. The outcome of the price review has been reflected in
the $1.6 hillion increase in funding to our public hospitals over the next four years. We worked closdly with the
Department of Treasury and Finance on two magjor initiatives that would address the financid viability of the
hospitals. One was the governance review, which | have spoken about. It is about strengthening financial
performance and accountability within our hospitals. Shane Solomon oversaw a price review, which basically
analysed awhole range of procedures within our hospitals and looked at the varying components of funding — that
is, funding for staff and funding for awhole range of areas— and redlly analysed very closaly and in agreat dedl of
detail what was the price that we needed to pay particularly for the non-wage areas such as pharmaceuticals,
medical equipment and all of those areas. We work to make sure that our pricing levels adequately reflected the
growth in cost in those areas. So that has been the pricing review. Shane might like to add afew more wordsto
that.

Mr SOLOMON — The outcome has three eementsto it. In terms of benefitsto hospitas thefirst
element is one of increasing base price. | guessit addresses an higtorical shortfal. That is aone-off but ongoing
increase in price. The second element is a change to non-salary indexation, recognising particularly that medical
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surgical supplies and pharmaceuticals grow at a higher rate than CPI, so it acknowledges that in the new indexation
arrangement. The third benefit to hospitals is an end to the productivity dividend, which last year cost about
$48 million.

Mr CLARK — Were there any broader structura changes?

Ms PIK E — The other component to the price review was an adjunct review. That was areview of the
paediatric cost weights where we worked closely with a group of service providersin the paediatric area and
anadysed every single procedure and adjusted the weightings. That has resulted in a $10 million base-level increase,
and of course ongoing higher rates of indexation for the provision of paediatric services right across the gate. What
was the other part of your question?

Mr CLARK — Were there any broader structural changes? For example are hospitals now going to be
funded for the cost of replacement of some medical equipment under the leased model depreciation et cetera? |
suppose the other question is: has the new modd been released publicly asyet?

Ms PIK E — Regarding the first part of the question, no. The hospital equipment program is funded in two
ways. Thereis an alowance within the base-level funding for hospital equipment replacement. Thereisaso an
additional capital amount made available on an annua basis for equipment of a one-off, more expensive type on an
application basis. The other part — —

Mr CLARK — Has the model been made public and, if not, when will it be made public?
Mr SOLOMON — There have been presentations of the model to hospital CEOs and boards.
Mr CLARK — Will the model be made public?

Mr SOLOMON — In the policy funding guidelines — when you say, Themodd’, it is an expenditure
review committee (ERC) decision and review, so the policy funding guidelines will give effect to the modd.

The CHAIR — When will they be issued?
Mr SOLOMON — On 30 June.

The CHAIR — Minigter, | thank not only you personally but also your staff and departmenta officials for
your attendance here today. It has been extremely helpful. Before we officidly close, there are two comments: One
isthat | want congratulate the department on the qudity of its response to the estimates questionnaire. | am
conscious that there is a considerable amount of work done around this time of the year both for the budget and for
the Public Accounts and Estimates Committee, so we do appreciate that.

We flagged in our budget outcomes report that there were some matters requiring follow-up from DHS in relation
to WorkCover. We raised with another minister earlier some outstanding follow-up questions, so we would
appreciate those being returned as soon as possible.

Thank you again, and thank you aso to Hansard. We gppreciate their attendance. Y ou will be provided with the
Hansard transcript early next week. Thank you and good afternoon.

Committee adjour ned.
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