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The CHAIR — | declare open the Public Accounts and Estimates Committee hearing on the budget
estimates for the hedlth portfolio. | welcome the Honourable Bronwyn Pike, Minister for Health; Ms Patricia
Faulkner, Secretary of the Department of Human Services; and from the Department of Human Services, Mr Lance
Wallace, executive director, financial and corporate services, Mr Shane Solomon, executive director, metropolitan
health and aged care; and Dr Chris Brook, Executive Director, Rural and Regiona Hedlth and Aged Care aswell
as departmental officers, members of the public and the media. | wishto register an apology from the Honourable
Bill Baxter for thismorning’s session.

All evidence taken by this committee is taken under the provisions of the Parliamentary Committees Act and is
protected from judicia 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. Before | call on the minister to give a brief presentation on the more
complex financia and performance information that relates to the budget, | ask that all mobile phones be turned off
and pagersturned to silent.

MsPIKE — Itisapleasure to be here morning. | will begin by making a brief presentation which talks
about the context that we find ourselvesin in the hedlth portfolio, with the Department of Human Services
representing the largest funding in the budget; some of the highlights from the budget; the increasesin funding and
outputs, and finally, the capital expenditure and investments that we are making.

The context is there is continuing pressure on the hedlth systems al around the world as the population grows and
in particular in Western countries as the population ages, and aso as advanced technology brings with it greater
utilisation of health services. These demand pressures are cumulative. Every year we have to find an additional
capacity to treat more patients. In Victoriad s case it iswell over 35 000 additiona patients every year, just to
maintain our current access and quality standards let alone improve them further.

Some of the unique characteristics of the context we find ourselvesin herein Victoria are that we have in a sense
all the obligations to treat these additional patients and meet the demands, but we do not have dl the leversin our
own hands. We know we get araw ded from the commonwedlth in the number of aged care beds. We were over
5000 beds short, which has an impact on our public hospital system. We have inadequate numbers of nurses being
trained and, in fact, last year over 3000 prospective trainees who were eligible for places could not find places for
divison 1 nursetraining in Victoria. We are facing areal cut from the commonwedlth in the current Australian
health care agreement (AHCA) which is being negotiated at the moment.

Nevertheless, the Victorian government is working hard to meet these demand pressures. We have developed a
very drategic response to meeting demand. This particular budget furthers the hospital demand strategy and will
give us the capacity to meet more emergency patients and more elective surgery patients. | will go into some of
those dtrategies alittle later.

There are three components to the hospital demand strategy. The firgt istheincreasing of capacity, the second isthe
diversion of patientsto more appropriate care settings, and the third component is the hospital admissions risk
program which seeks to prevent unnecessary readmissions.

We have been very pleased with the successes so far in the hospital demand strategy. Ambulance bypasses are
continuing to come down and apart from a spike last winter because of higher-than-expected levels of respiratory
illness, the trend is downwards and continues to move downwards. That is an important measure.

The second areais fewer patients waiting for eective surgery. We have moved from a high of over 44 000 in 2001
to now 37 638 dective surgery patients. We know there are gill some challenges so far as category 2 patients are
concerned, and we have a couple of strategies that are going to be very important.

Thefirg isthe eective surgery access service (ESAS), which isredly abrokerage service that hospitals are able to
connect with so that we can have more speciaist treatment of category 2 patients where there is capacity. The
second is the elective surgery designated centres, which is part of that specialising of certain components of
category 2 elective surgery.

Our prioritiesfor the 2003-04 budget have been to implement our el ection commitments — they are very broad in
the hedlth area — but aso to go further than that and to ensure that the initiatives in hedlth are redlly part of the
government’ s broader reform agenda under the Growing Victoria Together framework so they contribute to social
cohesion and the reduction of inequalities and are set within the context of sound financial management. In
summary, the overall funding for health outputsin 2003-04 is, as you see, more than six — billion it should be.
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Mr FORWOOD — Six thousand million dollars.

MsPIKE — Itis. | gpologise, | am not reading that. That isa 8.6 per cent increase on the previous budget.
The 8.6 per cent is an important figure because it shows that the Bracks government is in tune with the real cost of
growth in expenditure within the health area. 1t contrasts with the offer that the commonwedlth is giving the states
through the Australian health care agreement, which falls well short of that figure. All of Labor’ sfinancia
statement (LFS) commitments have been funded in this budget. In addition, we have atotal of $183 millionin new
initiatives, including hospital and counter-terrorism initiatives. We aso have asset investments which are the first
stage of the asset investments that will roll out over the term of this government.

In particular detail, the hospital demand management strategy remains the centrepiece of expenditure of growth in
funding. We have aso injected an additional $32 million to addressissues of sustainability within the hospital
system — to help hospitals cope with rising costs and dedl with the fact that there are problems with the Audtralian
dallar. Even though it hasimproved somewhat, the redlity is most of our drugs and equipment come from overseas
and hospitals need to have the capacity to dedl with that.

Over the past five years, as | have said, there has been average growth of 7.6 per cent in demand for public hospital
emergency services. While thisisin line with the experience interstate, there are some particular loca factors which
| have mentioned — the undersupply of residential aged care beds and the decline in bulk-billing — which are
particularly exacerbated in some communities. The hospital demand strategy has been focused on dedling with
those particular issues at the emergency department end of the hospital system.

The other initiative that | think is very important in this budget is the health information and communications
technology strategy. Y ou will be aware that we have injected a considerable amount of funding into this Strategy —
$138.5 million. When that is coupled with the existing funding for IT within the hospital system and some other
resources that have come through the Department of Innovation, Industry and Regional Devel opment there will be
asubstantia resource to help remove obsolete systems and to do some very significant work on inter-operability
acrossthe IT framework in the health area and connect it to acute hospitals, to ambulance systems, to community
health, mental health and other components of the health system. Thiswill see some very significant changes:
e-prescribing, € ectronic medication ordering, sharing of eectronic health records, and awhole range of other
initiatives that will be very important in terms of our efficiency and our capacity to improve client outcomes.

Ambulance services will aso receive additiona funds of $6 million rising to $8 million. Thisfunding is expected to
expand ambulance systems with two new metropolitan stations and improved servicesin rural Victoria.

Mentd health will dso seearisein funding, not just growth in acute beds but, in line with the move to support and
assist people in the community, thereis also money for non-acute demand growth: for demand diversion; early
intervention and prevention; some specia support for co-morbidities — people who have mentd health issues and
drug and alcohal issues; and an initiative to support for people who are homeless.

In dental health, again some additiona resources rising to $21 million over four yearsto improve public dental
sarvicesin Victorig; training of more therapists, new dental chairs; promotion of oral hedlth in preschools; work
force initiatives, and increased funding to the denture scheme.

The obesity strategy is another of our public hedlth initiatives. Obesity is avery significant problem in our
community, and childhood obesity is the areawe want to target. Coupled with that is the early intervention and
detection of pre-diabetes. Thisisall focused around lifestyle changes — in a sense very whole-of-government
integrated policy response initiatives.

Onthe minigteria council on cancer, we know that Victoriais the home to world-renown cancer research institutes.
However, we also haveinitiatives in the cancer areain our community that range from prevention, early
intervention and early detection to community-based services, hospital-based services, and research. We are
certainly very optimistic that the ministerial council on cancer will bring alot of the focus together and will aso do
some work on the need to explore a comprehensive cancer centre for Victoria

Y ou will see someinitiatives there for the women’ s health and wellbeing focusing on menta health, breast cancer
support, and promoting awareness about women's health. We certainly have aready increased the number of
women who have access to breast screening services — that number will increase by 96 000 over the next four
years. Wewill continue to focus on the primary target age group.
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Y ou will see that the government has aso continued its support for health servicesin rura Victoria, providing
resourcing for bush nursing hospitals, and particularly afocus on rura elective surgery waiting lists, the rural work
force program, and a professor of physiotherapy in Shepparton.

| spoke about the counter-terrorism preparedness. Certainly the government is taking this matter very serioudy ina
number of portfolios. In the public health area of the department our staff have been working very hard to ensure
that Victoriaiswell equipped in the face of a potentia terrorist attack, and there is a multi-pronged program there.

We have a so taken the responsible step of identifying areas where there may be savings within the Department of
Human Services, and we have set atarget for genera efficiencies of $36.4 million within the department, which is
less than one half of 1 per cent of the total of the Department of Human Services budget. | certainly believeit is
important that ministers do review their portfolios for efficiencies and look for places where these can be achieved.
Thistarget is very reasonable and certainly will be achieved. We will be negotiating potential savings with
stakeholders, who will be very much part of that process.

In final summary, | want to put before you highlights of the significant asset investment program (SAIC). Asyou
see there are anumber of hospital initiatives. We have also continued to add to our line for infrastructure renewd,
which has been aline that the Bracks government has added into the asset area; so infrastructure, renewd, fire
safety, medica equipment initiatives — both a general amount of money and then for specific equipment for
Moorabbin and other areas— and then the money for the move of MHSKY community-based servicesto
Footscray, the Foundation for the Survivors of Torture and Traumato Brunswick with new facilities, co-located
with other Department of Human Services facilities and others that you see before you.

Thank you, Chair. | am happy to ask any questions.

The CHAIR — If | could begin firstly with a question regarding the Victorian hedlth system. How will
we be affected by thisweek’s commonwedl th budget, particularly what will be the impact of the proposed changes
to the Medicare system on Victoria s hospitals?

Ms PIK E — There are two significant initiatives within the commonwealth budget that have a potentid to
have avery profound impact on the Victorian health care system and particularly on public hospitals. Thefirst is
the quantum of funding that is being offered to the state of Victoria under the Australian hedlth care agreement. The
AHCA isthelargest commonwesd th-state funding agreement that will be signed in the history of this country. It is
avery complex agreement, but at the core of it is the contribution of the commonwesdlth to the states for the running
of the public hospital system. Over the life of the last agreement the commonwealth provided 28 per cent in growth
funding to the states in the whole agreement.

That growth funding was made up of three main components. The first component of that growth was indexation,
which people understand is for the adjustmentsin rising costs, et cetera. Even in the last agreement the indexation
level fell far below the agreed understanding of what the cost of real growth was in indexation. Nevertheless there
was a component for indexation. The second component of growth was what we call the utilisation factor. The
utilisation factor recognises that with advanced technology, new procedures available, new equipment, new drugs
and so on, that more and more people will utilise the hedth system, so thereis a component of growth for that. The
third component of growth is the recognition that the population is growing and ageing. Because people use
services in the hospital system morein the latter years of their lives and the proportion of the population is growing
faster than other portions of the population, that needs to be recognised.

So when we dl of that growth was put together in the life of the last agreement it amounted to a 28 per cent growth.
The current offer on the table— and, in fact, the figuresthat are in the commonwealth budget — trandate into an
offer of a17 per cent growth rate. The areas where there has been a cut in growth have particularly been in that
utilisation area, which was cut from 2.1 per cent to 1.7 per cent. Asaresult, of course, the growth is going to be
much less.

Inreal termsif the current agreement had continued the amount of money that was in the forward estimates for the
commonwealth— some $43.7 billion — would have been maintained. Instead what we haveis only around

$42 billion in the forward estimates now from the commonwedlth. When that is shared across Augtrdiait is

$1 billion less, in the context of aincreasing demands.

In the case of Victoria, we believe we are facing an effective cut from the commonwealth of at least $300 million
over the next five years— which, given the information | have given you, Chair, is asignificant cut for Victoria. It
will certainly put extra pressure on the state government as we work to meet demands. That is one aspect.

15 Mav 2003 Public Accounts and Estimates Committee 102



Where has that $1 billion gone? We believe the $1 hillion has goneinto the other issue that you raised — that is,
changes to Medicare. Those changes are particularly significant for the public hospital system. We have seen over
the past few years adramatic decline in Austrdiain the rates of bulk-billing. Bulk-billing rates were around 80 per
cent and they are now well below 70 per cent. Commensurate with that we have seen amassive increasein
presentations to emergency departments, particularly of category 4 and category 5 patients. Those are patients that
fundamentaly have medica issues and by and large many of those issues are issues that could be dealt with
through the services of ageneral practitioner.

So there is adirect connection between the decline in bulk-billing and the presentations to emergency departments
and that iswhere dl our demand pressure really is coming from. That demand pressure has enormous implications
throughout the whole hospital system because, basically, it meansthat it is difficult to deal with other aspects of
service such as dective surgery when you are facing constant demand at the front end of the hospital system.

How will the changes to Medicare of nearly $1 billion impact upon this? We are firmly of the view that the tighter
targeting of Medicare to concession card-holders will potentialy impact very adversely on low-income families.
We anticipate a sgnificant increase in demand for emergency department services.

These two policy positions together are going to really exacerbate the issues of demand management for the state.
We certainly are very concerned because the AHCA is, of course, ajoint responsibility. Victoria s share of that
agreement has been rising significantly. It isajoint responsbility and we are talking about the same citizens here
that the commonwedlth has jurisdiction over aswell asthe date. It isasignificant issue for us.

Mr FORWOOD — | wish to raise the issue of the Austin hospital. The Auditor-General said on page 103
of his report that the government had endorsed a cost of $376.3 million, but in the same paragraph suggested that
there were significant refurbishment works which added an extra $21.4 million, which would bring atotal cost of
$397 miillion.

If you turn to pages 108 and 109 of the Auditor-Generd’ s report you will find that the chief executive officer of the
hospital, Jennifer Williams, makes the point that there are no funds available in rdation to paragraph 5.188; that
there is a shortfdl of $25 million in relation to analysis of the building infrastructure— $30 million is required and
the government has only dlocated $5 million; that whereas the Auditor-General is suggesting that $21 million is
needed for the refurbishment in fact:

The preferred option in the most recent investment eva uation has been costed at $58.7 million. That report is currently with the
DHSfor consideration.

So if you take your origina figure of $376 million and you include the Auditor-General’ s extra 21 million aswell
asthe other itemsthat Jennifer Williams says are required to do the job, do we not get atotal cost for the project of
around $450 million?

Ms PIKE — Of course the redevelopment of the Austin and Repatriation Medica Centreis one of the
very significant projects of the Bracks government. It is a hospital that was earmarked for privatisation. It isthe
largest hospital redevelopment in this country, and it is avery significant project and one that iswell on track for
completion.

It isamatter of public record that the government has provided additiona resources for the development of the
hospital. In fact the origina estimates were below the current approval, which is $376.3 million. | am well aware of
the comments of both the Auditor-Generd and the chief executive officer.

Let me go to the $21.4 million that was referred to by the Auditor-Genera. There are two components of that
$21.4 million. Thefirst isthe $9.6 million. There was an agreement between the Department of Human Services
and Austin Hedlth that they were non-essential works for the project and that they would be deferred and would
become part of any ongoing infrastructure-maintenance kind of program into the future. Those were works that
were agreed upon between oursalvesin the department and those in the hedlth service, because they were
non-essentia to getting the service up and running and functioning effectively.

The new works of $11.8 million are works that certainly are on the wish list of the hospital. | guess anybody who
has been in the position of health minister and who has been in the department knows that hospitals dl around the
state have huge wish lists and additiona projects that they would like to see, and often alarge capita programisan
opportunity to add some things to the wish list and say that these things should be part of the core project. But in
fact those and the other projects that have been described by the CEO in the CEO’ s response to the Auditor-
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Generd are works that are outside the scope of the project, and we are certainly comfortable that the funding we
have provided maintains the integrity of the project that we have signed up to.

The redlity isthat we are in the middle of a construction boom. We know that there are significant cost pressures
within any project, but my intention as health minister is to remain within the bounds of the agreed works that are
part of the core redevelopment project. Any adjustmentsto cost have been agreed in the past and would only be
agreed within those parameters.

Mr FORWOOD — Theorigind plan, though, was to shift some of the outpatient services from one side
to the other. What you arein effect saying isthat you have decided not to proceed with that.

Ms PIKE — No, we have not decided we will not proceed with that, but like al projects thereisacore
commitment around that project and then a staging of additiona works that might be required into the future. Shane
Solomon from the department can add some additional information here.

Mr SOLOMON — The original proposa was afairly modest refurbishment of outpatient areas. Austin
Hedlth came to us and said that it felt it was an outmoded model of care and so proposed an ambulatory care centre,
and that was the reason the $9.6 million was essentially taken out to become part of alarger ambulatory care centre
bid.

Mr FORWOOD — Buit if you have taken it out then it means we are being stuck with the outmoded one.
Mr SOLOMON — It meansitisabid that is still on thetable, | think.

Mr FORWOOD — In relation to the paragraph on page 109 which states that the revised costing makes
allowances for fire and hazardous material removd, infrastructure upgrades and more detailed design of the areas,
they say this report iswith you at the moment — but this report was tabled some months ago. Wheat is the status of
the report that is with you seeking to have fire and hazardous materia removed? One would have thought that that
was an essential part of the project.

The CHAIR — If you do not have this information and these responses with you today, you can take
guestions on notice.

MsPIKE — | am happy to take questions on notice, and there may be some further details that you
require that we can provide. | think we need to be very clear that the department is continualy and very thoroughly
evaluating and has evaluated the scope of this project, that there are a number of additionad things that the Austin
itself would like to see funded as part of the project, just in the same way that many other projects have additional
aspectsthat it wishes to have funded. So at any time if those requests and requirements from the hospital’s
perspective come in then we evaluate them from a departmenta perspective, but we are comfortable that the
resourcing we have alocated to this project meets the requirements. Certainly issues like fire and safety and al of
those aspects of project development are absolutely fundamental. This government is rebuilding these hospitalsin
the context where they were about to be privatised and sold off so we have certainly put the resources aside. We
have made the upward adjustmentsin line with the pressure that is within the building sector and in the context of a
building boom, and we are comfortable that we have the resources set aside.

Mr FORWOOD — When will the decision be made on that fina report?
The CHAIR — Ms Green?

Ms GREEN — Minigter, back to the commonwea th— has the commonwealth embraced hedlth care
reforms such as, in particular, the hospital demand management strategy proposed by the state as part of the
Australian hedlth care agreement?

Ms PIK E — When the negotiations began for the current AHCA, well over 12 months ago now, a
decision was made at the health ministers conference that there would be significant work on a number of areas of
reform that were seen as fundamenta to devel oping a comprehensive and appropriate health care agreement. In fact
it was Senator Patterson who on behalf of the commonwealth was eager and initiated a number of these areas of
investigation. Nine groups were established under the auspices of the health ministers conference, so they were
officiadly congtituted groups. These groups were chaired by either commonwesdlth or state officias. In fact Senator
Patterson hersdf chaired one of the groups. The groups contained officias from the varying health departments, as
well as clinicians from the public hospital system.
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I will not detail the nine areas to the committee, but there were policy parameters within these areas that had a
significant impact on the public hospital system — for example, the interface between an emergency department
and GPsin alocal community. That isaclear interface areathat | have described as the working of one of the
groups. Another area was the interface between the aged care system and the acute system. We currently have
nearly 600 peoplein our public hospital system who have been assessed by the commonwedlth’s own aged care
assessment teams to be digible for a nursing home place, but because we are 5500 beds short we have regl
difficulty in finding an appropriate placement for these people. Thiswas an issue to be discussed collaboratively
because there are other options. We have already seen some movement in, for example, the development of the
interim beds, the expansion of the subacute system for rehabilitation and geriatric eval uation and management, and
other aress.

Other areas under discussion included a single national system of full pharmaceuticds; aso the case management
of people with chronic illnesses, so older people with diabetes or chronic respiratory illnesses et ceteraand how we
could provide appropriate continuums of care between the acute system and the primary care system, and
community-based support services; and, of course, the area of information technology.

These were the areas of reform in which work was being done. Of course they were seen as fundamenta to
underpinning the AHCA because you cannot have a conversation about a quantum of money in isolation from the
context in which you find yoursdlf. The commonwedlth has how dropped that. There has been absolutely no
mention of that in the current offer on the table from the commonweslth to the sates in the AHCA and we are
obvioudy extremely disappointed. We seeit as an absolute policy vacuum. We seeit as driven by other parts of
government. The federal Treasurer and the Prime Minister have clearly made decisions here about the quantum
with no attention being paid to the reform agenda.

Of course thisis very disappointing particularly to senior clinicians who work in the public system and who see
these structural problems within the system, see away out through the development of areform agenda, and yet see
a commonwedlth turning its back on what was a collaborative process that was being driven by their own officials.
Soitisamagor problem and amajor disappointment. We are trying to get it back on to the agenda and we are
certainly holding fast to insist that it is part of the overall AHCA framework.

Mr CLARK — Like Mr Forwood | refer you to the Auditor-Generd’ s February 2003 Report on Public
Sector Agencies, in particular to your department’ s admission in that report that 14 of the 19 mgjor hospitalslisted
at page 119 were in deficit last financia year. The Auditor-Generd identified inadequate funding to hospitasin
relation to the nurses’ enterprise bargaining agreement (EBA) as one of the factors contributing to those hospitals
financid difficulties and recommended there be a thorough review of those hospitals encountering financia
difficulties. Y our department rejected that recommendation on the basis that there had aready been areview
conducted by the financiad management review unit. Can you tell the committee the latest estimate of the total
annual increased cost being caused to the hospital system as aresult of the nurses EBA of afew years ago, and
will you make available to this committee a copy of that financial management review unit report which your
department says justifies rejecting the Auditor-General’ s recommendation?

Ms PIKE — There are many components to that question. | will start in the middle and then talk about the
issue of financia viability. The EBA has been fully funded. In fact the Auditor-Genera asked that we go back and
check that. The department has indeed done that on numerous occasions, because it is true that some hospitals were
saying that they have not been funded for the EBA, and we heard that. Particularly some hospitalsin rural
communities had said, ‘' No, we are being required to provide this additiona funding. We have been required to
meet some of these ratios that the Audtralian Industrial Relations Commission (AIRC) haslaid down as part of the
nurses EBA, and we are not being funded'. We heard that and that is why the department has been to every single
hospital that raised those matters and has investigated them thoroughly. We are confident that the EBA isfully
funded. In some cases some hospitals had over-hired and they were not meeting the requirements of the EBA.
There were other reasons too. That isthe first component of your question. Dr Brook and Shane Solomon were
both involved in working with the hospitals and | wonder if they have any further information on that matter.

Dr BROOK — Spesaking from the rural perspective, the minister has indicated that there were a number
of hospitals that had made various interpretations of the EBA. | wish to reinforce that. What is required of hospitals
and what they are funded isthe EBA,; it is not something more than that. There were many interpretation issues that
arose from time to time. As with metropolitan hospitals, the industrial relations group, and subsequently the
investigative group, looked at those hospitals and we could find virtually no justification for claims over and above
the funding that was provided. There is one exception to that. There was a subsequent hearing in December 2002 of
the AIRC where asmal number of additional staff were alocated and they have been fully funded — for example,
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| think Inglewood hospital got an additional 1.2 equivalent full-time (EFT) staff out of that process. They were very
small numbers of staff.

Mr CLARK — Thank you for that background, but you have not addressed either elements of my
question: firstly, what isthe total annual cost of the EBA; and secondly, will you make available to the committee
the report which you say judtifies not following up the Auditor-Genera’ s recommendation?

Ms PIKE — The report you are referring to is?

Mr CLARK — The one at page 119 of the Auditor-Generd’ s report: the review by the financia
management review unit.

Ms PIKE — The report by the financial management review unit was areport prepared for the cabinet. It
was prepared for the work that is done in preparation for this budget, so it isnot areport that is available. Of course
it is background material for the resourcing the government has made available for financial sustainahility. You
will have noted there was additional funding in the budget for that matter. Y ou also drew attention in your question
to the comments of the Auditor-General around the financia position of a number of the hospitals. Let me be very
clear about this matter. From time to time varying hospitals have circumstances that mean that they have particular
difficulties. That happens every single year. The Auditor-Genera identified a different group of hospitals last year
that had some particular circumstances which needed some additional work from the department to assist them.
Thosekinds of circumstances can be things like a rebuilding program which can mean there needs to be some
adjustments to staffing, et cetera. There can be a particularly difficult set of circumstances around aclinical matter,
et cetera Every year different hospitals have different financial circumstances. We are aware of that.

Y ou will be aware that we have recently appointed an administrator for arural hospital because of financia
management challengesin that hospital. | think it isimportant to be very open about thisfact. As| said, those
hospitals change from year to year. What we do is go and work with those hospitals. We assist them. We provide
administrative and financial support where required because our objective is not to close them, but to retain their
financial sustainability. That is a process we undertake all the time with hospitals. We know that finances are tight.
We know that we are being underfunded through the Australian health care agreement. We know hospitals are
facing increasing demand in avery complex environment, but we work very closely with them and help them to
trade out or deal with those particular circumstances.

The other issue you raised was the overall cost of the enterprise bargaining agreement. | believe Lance Wallace will
be able to give us some information.

Mr WALLACE — We have provided information on costs to the committee at different stages of the
EBA. Last year we provided information to the committee on the additiona cost to staffing over the previous
financial year. We can provide the latest cost over the current financia year that has been incurred through the
EBA. We are happy to do that.

The CHAIR — Thank you very much.

Mr DONNELLAN — | want to refer to page 210 of budget paper 2, which is the hospital demand
strategy, and specificaly to the upgrade of the Dandenong Hospital. | want to relate it back to my electorate, if that
isdl right. We have had a 15 per cent drop in bulk-billing rates. We have a shortage of doctors. | think it is 1 doctor
to 1900 people. | have many families in my electorate who earn above $32 300 and have two children. They will
not be able to get bulk-billing services. | also have many couples above $25 000 who will not be able to access
bulk-hilling services. We have had presentations to emergency departments at Dandenong increase by somewhere
between 9 and 16 per cent in the last year due to the current situation. Having said that, | was wondering how the
commonwealth’ s Medicare package will impact upon on the increasing demand for GP servicesin the emergency
departments and whether the departments actually looked at expectations and figuresin relation to this at this stage.
It might be abit early, but | thought | would ask.

MsPIKE — You are correct in identifying that there are certain areas that have had a greater-than-average
increase in demand of those primary-care type patients. They are the category 4 and 5 patients. Generdly they are
the patients who have medical-type needs and who are coming more and more to the emergency departments. We
know that there has been a 9 per cent growth overall in thisincrease, but that growth is up to about 28 to 30 per cent
in areas where there is a shortage of GPs or where there has been a much greater decline in the availability of
bulk-billing services.
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We do not believe the Medicare package will do anything to reduce the decline in bulk-hilling. There has not been
one public affirmation for the package. Certainly nobody — whether they are people from the medical profession,
including the AMA both nationally and in Victoria, people in hedlth policy areas or surgeons, including their pesk
bodies— believes for 1 minute that the very small incentives or the tighter targeting of those incentivesto
concession cardholders or the direct-billing mechanisms through the swipe card will increase the availability of
bulk-hilling. It is quite the contrary. What the changes have done is given doctors permission to have a co-payment
and facilitated that. So doctors do not have to feel bad about asking somebody for $40 up front. They say, ‘We will
just swipe your card. We will get the payment directly. Y ou just give $10, $15 or $20'. It is an affirmation of that
co-payment system.

Of course many families, particularly in areas like yours where you do have anumber of families who, to be quite
frank, are in many cases the working poor, will have to go somewhere to seek free services. The only other option
for them is private hedth insurance which is totally unaffordable for many. Over 50 per cent of Australians do not
have private hedlth insurance. They do not choose to and many cannot afford it. Only something like 47 per cent of
Austrdians are in private health insurance. Then, even if they do choose to take out private hedth insurance, they
will have to accumulate $1000 in bills before any rebate kicksin for them. We certainly believe the better policy
parameter would have been to adequately index the Medicare rebate and to address that. So we are very concerned
about the impact.

Neverthelessin this context thisis why the hospital demand strategy is so important. That is because we know that
we are increasing capacity in our hospital system and we now that we are hiring more nurses and opening more
beds. But we are thinking and acting in away that dedls with demand in other ways. We are providing more
appropriate accommodeation for people— for example, we are providing short-stay units and medi-hotels for
people who are being prepped for operations. All these are initiatives to dleviate demand. | spoke about interim
treatment for older people. These are al deding with pressure and providing genuine aternatives.

| also spoke about elective surgery and having the capacity to get certain hospitals to specialise in areas of eective
surgery and fill that demand. The other part of the hospital demand strategy which isinnovative and has aready
been demonstrated to ass <, in particular an initiative at the Alfred, isidentifying those patients who have chronic
and longer-term issues. They are often people who have co-morbidity issues, et cetera. Theseinitiatives are dedling
with those chronic longer-term issues and providing an integration between community-based supports and the
hospitals so these people can be managed. Half the time what happens is that they have a chronic illness, they are
not managed appropriately in the community and then that issue bubbles to the surface again and they bounce back
into the emergency department of the hospital.

Mr RICH-PHILLIPS — Minister, you spoke earlier of the issue of the financid viability of hospitalsin
response to a question from Mr Clark. Y ou suggested with respect to that issue that in a number of those casesthe
problem arose due to extraordinary circumstances. Y ou mentioned rebuilding, aclinical issue et cetera. | refer you
to the Auditor-General’ s Report on Public Sector Agencies of February this year, where he gave areview of results
for the 2001-02 year. The Auditor-General applied four tests when he assessed the financial viability of hospitals.
The four tests were: operating result for the year prior to extraordinary transactions; operating result prior to
revenue grants for asset renewa and replacement and extraordinary items; operating cash flows; and working
capita at the end of the year. So the four tests the Auditor-General applied were net of extraordinary circumstances,
S0 they were the ongoing, ordinary circumstances of the hospital. In the Auditor-Genera’ s assessment he found
that there were 9 hospitals that recorded signs of financid difficulty against dl four of those criteriaand that there
were afurther 15 hospitals that showed signs of financial difficulty against at least two of those four criteria. So
there was afairly significant problem with respect to the ordinary operations, rather than extraordinary operations,
of those hogpitals. Also last year, 2001-02, the aggregate results for the metropolitan hospitals suggested operating
deficits exceeding $40 million, and now we are having reports from various hospitals and €l sewhere which suggest
that for the current year we are about to conclude the aggregate deficit for metropolitan and rura hospitals will
exceed $100 million.

So, firdly, Minister, can you confirm that further deterioration in the financid position of the hospital system and
that we are looking a a $100 million aggregate deficit across the system for this year; and can you aso confirm that
officers from your department are now going out to these hospitals seeking to reduce those budget deficits before
they close off thisfinancia year — that you have people out on the ground seeking to do that at individual
hospitals?
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The CHAIR — Before the minister answers the questions, in relation to the $100 million, | saw that asa
hypothetical question. | ask that you repeat that section because the minister is not expected to answer
hypotheticals. What was the point in relation to the $100 million?

Mr RICH-PHILLIPS — There are now reportsin circulation — —
The CHAIR — Where?

Mr RICH-PHILLIPS — Ininterna evidence from hospitals, in the media and in the health industry that
these hospitalsin aggregate this year will have losses exceeding $100 million. So | am giving the minister an
opportunity to confirm it or to state that is not the case.

The CHAIR — | am just clarifying the question — that you are not quoting from anything in particular; it
is hypotheticd.

Mr RICH-PHILLIPS — No, | am asking— —
The CHAIR — The minister does not have to answer hypotheticals.
Mr RICH-PHILLIPS — | am inviting the minister to say it iswrong.

Mr FORWOOD — Wedo not. Wejust ask the question: what will the level of deficits of the hospital
system be thisyear? We know it is $100 million. Do you?

The CHAIR — Thank you, | have had that clarified.

MsPIKE — If you could refer metothe linein the budget papers that identifies that deficit | would be
very pleased to answer that question, but it is a hypothetical question. Of course the figures that matter are the
audited figures at the end of the financid year, and | will be very happy to answer a question next year on that
matter.

Mr FORWOOD — Y ou have not denied it is $100 million.

Ms PIK E — There has been an attempt by — —

Mr RICH-PHILLIPS — How bigisit going to be, Minister? Y ou don’t know?
The CHAIR — Can the minister have the opportunity to answer the questions?

Ms PIK E — There has been an attempt by the opposition to make some very sweeping statements about
thefinancia positions of our hospitals. The redlity is that the mgjority of the hospitalsin our system are doing
extremely well, that we have been providing record funding to them — $1.4 billion in this budget; we have been
providing huge amounts of funding to our hospital system. We have avery drategic response through the hospital
demand strategy, and where there are individua circumstances for hospitals then clearly we work intensively with
them. There are times when hospitals have difficult circumstances, and | have been quite open about that. | think,
though, what is behind some of the your questions, Mr Rich-Phillips, is some sort of assumption that the
government is not providing enough resources. In fact this was the tenor of a media release that was made available
by the shadow health minister, who said there was a shortfdl of $122 million in state government funding for the
metropolitan hospitals in 2001-02. That information was then given to the media. But al that that showed was that
the opposition does not understand where the varying components of funding to the hospitals — —

Mr RICH-PHILLIPS — Areyou repudiating that figure?

MsPIKE — | am absolutely repudiating that figure, because hospitals draw their resources from avery
wide range of sources. The money that is provided by the state government is one component. They get
commonwedlth grants; they get patient fees, we claw back money from private health insurance funds; and they get
donations and bequests. The resources that are available to the hospitals come from a multiple of sources and they
arein fact much greater than the funding that is provided by the state government alone. So to actually look at the
bottom line and then look at the input from the state government and to do a grade 2 subtraction sum is— —

Mr RICH-PHILLIPS — Areyou rgecting that bottom line, Minister? Are you rejecting the bottom line
of aloss of $120 million?
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MsPIKE — To do agrade 2 sum and to have alittle subtraction between the state government input and
the income line — not the bottom line— redlly just demonstrates that you have no understanding of the complexity
of the funding within the hospital system. Let me also refer you to your comments regarding the financia position
as reported by the Auditor-Generdl. | think it isimportant that we take alittle bit of time here and actualy go to the
tablesin the Auditor-General’ s report; even though they are not tables that are in the budget, nevertheless we will
take some time here.

Mr FORWOOD — What are you hiding now?
The CHAIR — The minister will have respect shown while she is answering the question.

MsPIKE — | think it isimportant that we actualy understand what the figures are that the
Auditor-Generd is reporting on, what they consist of and what they mean in terms of the ongoing viability of the
hospital system. | will ask Mr Solomon to go through that and talk about the things that areincluded in the
Auditor-General’ sfigures and the things that are not and how they relate to the budget papers.

Mr SOLOM ON — The department expressed its concern to the Auditor-General about the indicators that
he was using, particularly if you look at the second one, which is ‘ operating result prior to funding for capital
purposes and extraordinary items'. What the Auditor-Generd has doneis|eft in the cost of capital — that is,
appreciation — but he has taken out capital income. So that iswhat produced, for instance for the Austin, quite a
negative result. If we take out both capital income and capitd costs the Austin last year, on audited results, made
$2 million.

Mr FORWOOD — So you disagree with the Auditor-Genera ?

Mr SOLOMON — We have said that in our reply.

Ms PIK E — We have made that point clear.

Mr FORWOOD — | think the people of Victoriaare entitled to accept the Auditor-General over you.

MsPIKE — | might add to that. Nobody is disagreeing with the figures that the Auditor-General has
produced. Nobody is disagreeing with that at all. What we are saying is that there are inclusonsin and omissions
from those figures that in a sense present the real ongoing financia viability of the hospital system. We are not
questioning his figures, we are not questioning his — —

Mr FORWOOD — Mr Solomon just said he disagreed with them.
MsPIKE — No, I am sorry, he did not actudly.

The CHAIR — Mr Solomon, can you run through what the minister asked you to do, unassisted by
Mr Forwood.

Mr SOLOMON — | am naot saying anything new. | am just quoting what is in the department’ s response
to the Auditor-Genera on page 118. So we pointed that out.

Mr CLARK — But even on your own figures 14 out of 19 are in deficit.
Mr FORWOOD — Thisis an important issue.

The CHAIR — | know it is, but you have had avery fair go.

Mr FORWOOD — Come on. Y ou cannot come— —

Mr RICH-PHILLIPS — With respect, the minister has not addressed the question, Chair. The question
was about the aggregate operating outcome for the hospital system for this year. We are six weeks from the end of
the financia year. Isthe minister suggesting to this committee she does not know the aggregate outcome for the
hospital system six weeks from the end of the financial year? The minister has an opportunity to address that
guestion. She has not addressed it.

MsPIKE — | think | have madeiit clear that — —

Mr RICH-PHILLIPS — Six weeks, Minister, and you have no idea. Isthat what you are saying?
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The CHAIR — Mr Rich-Phillips — —
Mr FORWOOD — L&t the minister answer.

The CHAIR — If the minister has the opportunity to answer, she will do so. What has happened is that
there have been constant interjections that have made it very, very difficult for the minister to give areply to the
question asked. Mr Solomon was running through matters that the minister asked him to do. Minister, could you
tell me, have you anything further you wish to add, or has Mr Solomon anything further that he wishesto add?

MsPIKE — No. | am certainly quite comfortable. What we have had is the opposition come here with a
range of hypothetical scenariosthat relate to the financia viability of our hospital system and a number of
accusations, one of which | think is extraordinary. Of course people from the Department of Human Services are
working with the hospitals — that istheir job.

Mr FORWOOD — Y ou know the number, you know the deficit, but you will not tell us.
The CHAIR — Thereis no need to shout.
Mr MERLINO — Thank you, Chair.

Minister, in your answer to an earlier question on Australian health care agreements you referred to aged residential
care funding. Can you discuss further for the benefit of the committee the impact the shortage of
commonwealth-funded aged residential care needs is having on the availability of acute hospitd beds?

Ms PIKE — Thank you very much. One of the complexities of our health system isthat different
jurisdictions do have responsibility for different parts of the system, and it istrue that the commonwealth has
responsibility for funding and licensing residential aged care beds, and they are a very fundamenta part of our
system. We then have a mechanism by which people are evaluated and assessed for their eigibility and given a
rating asto the standard of care— whether it islow care or high care— and what level they are digiblefor.

These people are assessed in varying contexts and circumstances throughout the community. Sometimes they are
people who are living at home; sometimes they have come to the attention of the home and community care
sarvice, other times they are people who, having had an acute episode, may bein an intensive care hospita bed;
sometimes they arein arehabilitation or geriatric evaluation and management service. So there are many kinds of
contexts in which the Aged Care Assessment Services (ACAS) team, which is the team that comes and evaluates
those people, can come and meet that person and identify where they will be appropriately placed.

We currently have 532 patientsin the public hospital system in Victoria and those patients — just that group who is
there now — have utilised 22 000 bed days. That isavery high cogt utilisation within the hedlth system, and they
have used that amount of bed days. Now of course they are entitled to be in a hospital, and nobody has ever said
that they are not entitled to health services when they require them, but the redlity isit is an ingppropriate setting for
them. They have passed the acute phase, they have passed the acute episode and they need to bein a
community-based facility, in anursing home or ahostel, so that they can have some stability, so their families can
fedl assured that they are in alonger term setting that is more appropriate for them — in a quieter place, in aplace
where there is a homelike environment for the continuity of their lives.

Of course, as| have said, not only isit totally inappropriate for them to bein abustling, acute hospitd, it isaso
inappropriate for the system because the system is not geared up to care for people with those longer term kinds of
needs, and it isincredibly expensive to provide that kind of care.

This has been long recognised here in Victoria, but it has also been long recognised by the hedth ministers, and it
wasin fact one of those aress that was part of the Australian Hedlth Ministers Advisory Council (AHMAC) reform
agenda. It was one of those groupsthat have been working for nearly two years now on the matter of the interface
readly between care for older people and the acute system. Quite frankly until the commonwedlth fast-tracksthe
provision of aged care beds Victoriawill continue to struggle with this matter. We are 5500 beds short now. We
know that even if the commonwedlth were to alocate more and more and more there is a catch-up period, and
many of those that they have alocated in the past have not come on stream because they have allocated them to
inappropriate providers.

There was an dement of the AHCA package called Pathways to Home, $253 million; and it istrue that there are
some people who can be rehabilitated. They can go home and have the kind of support that isrequired, but they are
not the 532 people who have been assessed for nursing homes, and it is nonsense to say that if you have been
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assessed as digible for anursing home bed you are one of these patients that can be given a pathway to home.
There are others who will be, and others who can be appropriately supported as part of that service, but not the
eligible patients, and thisis one of the pressure points for the public hospital system herein Victoria

The CHAIR — Thank you, Minister.

Mr CLARK — Minigter, can | refer you to the proposed $1.2 million of savingsin the hedlth budget as a
result of establishing high—interest, centralised bank accounts. | understand that on Monday of this week regional
health administrators met with Dr Brook to discuss variousissues, and akey topic of discussion at that meeting was
the proposal to establish these centralised bank accounts and therefore take local community hospital banking
arrangements out of the local community area. Isit correct that thisisin fact causing quite a degree of concern to
many rura hospitals— that their banking arrangements, which to date have often been made with the local
banking community at local community banks, are being taken out of their control and centralised under central
health department administration; and isit correct that thisis raising concerns among many of those hospitals that
thisisaprelude to centra interference with their local fundraising operations?

MsPIKE — | think you have spent the last questions criticising me about my financial management of
the Victorian health system and now you are raising potential criticisms about an initiative that has been designed
to maximise the interest that is payable on the funds that are there in the rural hospital sector so it can be returned to
them. It is not about an undermining of autonomy; it is not about some kind of heavy hand of government wreaking
control on some local community.

Mr FORWOOD — That is not what they are saying.

MsPIKE — What it is about is maximising the resources that are available to rura health. Let us be very
clear about this.

Mr RICH-PHILLIPS — They are taking money out of the local community.

Ms PIK E — The government provides resources to hospitals, and of course there are other sources of
funding to hospitals aswell, but the government provides taxpayers money to hospitals so that they can provide
servicesto their local communities. We want to make sure that every possible attempt is made to maximise those
resources, and where there is capacity, by pooling of funds to earn greater levels of interest | think Victorians would
be pleased that the government is acting in such afinancialy responsible way.

I will pick up on the inference about fundraising. Thisis not about going to the ladies auxiliary and saying, ‘We are
going to take away the money you have made from selling lamingtons and Devonshire teas, we are going to snuffle
that and put that into some sort of central account’. Thisis not about that. Thisis about assisting and working with
the rurd health services, enabling them to garner greater levels of interest on their funds so that they can have more
resources.

Mr FORWOOD — You are out of touch.

The CHAIR — | refer to budget paper 2 at page 217 in relation to the hedth ICT strategy. Could you tell
me how that additiona funding as outlined in table A6 will improve the ddlivery of servicesfor patientsin the
Victorian hospitals?

Ms PIK E — The government has made a very significant announcement in relation to information
technology within our health system. It has been made, and the money has been set aside because we know that
improvements in infarmation technology will ultimately have an impact on efficiency, will help save money and
time and will improve the care of patients. That iswhy we are doing this.

We have avery outmoded information technology system within our health services. Each one of the hedlth
sarvices has a stand-alone system, and not only that but varying components of the hospital within the one service
aso have stand-alone systems that cannot even talk to each other. How does this affect apatient? It meansif you
have an episode within a hospital you could potentially have to tell your story 15 or 20 times within the one health
service to different people so that you received the appropriate services that you required. How doesit affect
patients? It means that in a paper-based prescribing system the mistakes or theiillegibility maybe of adoctor’s
prescription can be multiplied and duplicated further and further down the line. There can be significant problems
in prescribing not only in the dosage but aso alack of capacity to identify things like drug incompatibility in a
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multiple and complex system. That iswhy GPs are embracing prescribing, that iswhy they loveit, that iswhy the
community sees the enormous value in this area

It isfor those reasons, for the capacity to have quicker turnaround in test results, the capacity for nurses and doctors
to actually have patient records at the bedside and not locked up in some big storeroom — these things are dl part
of the benefits that come through a grester utilisation of information technology.

Having a paperless system in radiography has huge benefits for clinicians and their capacity to treat patients, and
gpart from anything else in the Alfred’ s case saves around 30 000 litres of toxic fluid that is used every year making
X-rays. All of these initiatives have huge benefits.

We are designing asystem, and Mr Solomon’s areais overseeing this, that is not there to replace the core systems
in every hospital but isto provide an interoperability — it isto provide aframework whereby al the different
components of the system can talk to each other, where we can develop thin client records within the context of the
privacy legidation, and we can enhance that capacity to ded with people holisticaly. The other dimension of IT is
that — —

Mr Forwood interjected.

MsPIKE — Wdll, holigtically is actualy redlly important if you are to have a seamless hedlth system,
because people do not only interface the hedlth system at the acute interface, they actudly often deal with the health
system through their GPs and in primary health services, community health settings, drug and acohol and
psychiatric services, even the homeless system, and being able to have connections through information technology
with al those systems redlly offers a huge potentia. That iswhy the government has doubled itsfunding in I T.

That iswhy we have this massive project under way. That iswhy al the hospita systems are dso including their
resourcesin al of this, so we have around about a $330-million package which redly will be very significant.

The other by-product isthat it will be creating jobsin Victoria and setting us apart and ahead in terms of
innovation. It is agood news announcement for the hospital system. It is fantastic for patients and will have huge
potential benefits, and it isaso good for our economy and our status as a progressive and innovetive state.

MsROMANES — | have a supplementary question. Within that program, Minister, is there any scope for
efficiency savings staffing wise?

Ms PIKE — Certainly a huge amount of time is undertaken by staff now in the whole patient records
management area. To give the example of X-rays, 30 per cent of staff time at the lower clinical levels can be taken
in retrieving X-rays. The average junior doctor spends up to 3 hours per day handling all that. Thereis a capacity to
savealot of time.

Will it mean staff reductions? In the context of increasing patient demand — 35 000 additiona patients every year,
nearly 50 000 additiona people in the emergency departments — we believe thisis around efficiency and
utilisation of our resources, and it will help with demand management. Frankly it will be more satisfying and
gratifying for people who work in the system and who will have more capacity for direct client and patient care
rather than spending al their time fossicking around in manilafolders and filing cabinetslooking for thet lost piece
of paper or that lost image.

In terms of represcribing, it is calculated there will be an 80 per cent reduction in mistakes that can potentially be
made because of a paper-based prescribing system. We have an absolute commitment to quality improvement, and
thisis part of that aswell.

The CHAIR — Thank you. | hope you enjoyed our tepid water as per norma — some things are constant
in life in this Parliament. Mr Forwood with the next question.

Mr FORWOOD — | refer you to page 210 of budget paper 2, which shows the efficiencies of
$36.4 million this department is expected to find to meet the government’s $141 million in cuts. In your
introductory remarks you said, and | quote, that you ‘will be negotiating potential savings with stakeholders'.
Which stakeholders have you identified for discussions?

MsPIKE — It istrue that the government has set atarget for efficiencies, and | have also indicated that in
abudget of $9.6 hillion, which is the budget for the Department of Human Services, those efficiencies represent
about one haf of 1 per cent. | think it is appropriate that ministers look for efficiencies. Certainly circumstances
change and demands change, and we of course have funded huge growth in initiatives, massive growth in
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initiatives, in virtualy every single area within the Department of Human Services; in fact, | gave you 8.6 per cent
as afigurein acute hedth.

In terms of the efficiencies, | have certainly asked the department to give me advice on arange of options, and we
have had significant discussion on those options. Some of them are head office efficiencies, and obvioudy the
consultation there is with unit managers and people within the department, and with the Community and Public
Sector Union, which has union coverage for people within head office. Where some of these efficiencies relate to
the administration of certain programs within the regiona offices there will be consultation with the regional
offices. Where they relate to realignment of programs then there will be conversation with some of the
non-government organisations and peak bodies in those aress.

What we have said is that there will be no reduction in servicesto clients as aresult of these efficiencies. What we
have also said isthat there will be no forced redundancies. There are potentialy a number of people involved and
that is the scope of the people with whom we will be having conversations.

Mr FORWOOD — Sorry, Minister — —
The CHAIR — Thank you very much.

Mr FORWOOD — Hang on, let me finish. As to non-government peak agencies, you have not given the
name of one organisation that you intend to talk to. If you look at the budget papers you are expected to get a
full-year gain of $36.4 million each year for the next four years. For you to get afull-year gain this year you must
dart very soon. Are you telling the committee that you do not know which stakeholders in the non-government and
peak agencies you are talking to?

The CHAIR — Excuse me amoment. The minister stated head office, regiona office, non-government
organisations— —

Mr FORWOOD — She does not need your protection to answer this question.
Mr RICH-PHILLIPS — Maybe she does.
The CHAIR — Y ou do not have to rewrite what has been stated.
MsPIKE — Absolutely. | just think it is nonsense to expect me to comein here— —
We are talking about consultation with stakeholders and we are having discussons with them as we speak — —
Mr FORWOOD — Who are they?

MsPIKE — It would be highly inappropriate for me to pre-empt those consultations. Unlike you, for me
consultation actually means a genuine conversation with people, not me in coming here in some dictatoria way
pre-empting those conversations, pre-empting consultation and actualy discussing it with you.

Mr FORWOOD — Thisisa parliamentary committee.

The CHAIR — Mr Forwood, thank you.

MsPIKE — | have been quite clear about the process and | have nothing further to add.
Mr FORWOOD — That isan outrage.

MsROMANES — In budget paper 2, pages 209 to 210, thereisavery long list of output initiatives for
the Department of Human Services. Topping the list of course is the hospital demand management strategy, which
you have mentioned on a number of occasions this morning as the centrepiece of the health Strategy. There are
othersin that list that go to the heart of the strategy for health prevention. | draw your attention to the provision for
tackling the issue of obesity and the associated risks and illnesses such as diabetes. | ask you if you would inform
the committee how the government will tackle the issue of obesity and what measures of success we will have over
the coming year.

Ms PIKE — Thank you very much. It istrue that the government has allocated $10 million over the next
four years to implement the programs that are specifically designed to combat obesity. | think al of us are horrified
every time we open the papers and read storiesthat say that Australians are now catching up with Americans asthe
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fattest people in the world. Probably the only people who are benefiting from this are maybe the clothing industry
because people have to constantly change their wardrobes. However, thisisaseriousissue. It isaserious health
issue in our community. Childhood obesity in particular isamajor concern for our community because we know
that obesity is one of the things that givesriseto later onset of diabetes. It givesrise to other hedlth-related
matters— heart conditions and all sorts of things.

We believe that we have to begin now right away on avery broad-ranging strategy to tackle obesity. In doing so we
will be partnering with many organisations within the community. We know that the media has aroleto play here,
and it has indicated strong support for the government’ s obesity strategy. We aso know that sporting groups can do
ahuge amount. Iconic groups like the Australian Football League and others can redly help us as a community in
our communication in this area. The strategy will encourage healthy eating and physical activity across the
community; you may have seen some initiatives around guidelines for school canteens. It will aso identify
particular subgroupings within the community. Certainly people from alow socioeconomic area and people from
disadvantaged groups have a need for specificaly targeted programs and programs in pre-diabetes detection and
intervention.

There will be abroad communications strategy as well of redlly increasing peopl€e’ s awareness of the link between
healthy weight and obesity prevention — and a community awareness of those issues— and aso helping people
to make the link. Thisis not just cosmetic issue or an issue about how you fedl about yoursdlf; it actually hasto do
with longevity and with living happy and hedlthy lives. And for anyonein the health areais also has to do with
demand management, because al of those things increase pressure on the health system.

We want to creste an environment to drive changein this area. We will be working closely with local community
groups, and alongside of al of thiswill be constant evaluation to identify which strategies are working and which
are mogt effective. Forty-one per cent of type 2 diabetesin Australiais directly attributable to obesity, o just by
hel ping peaple to do a bit more exercise and control what they eat we can have ahuge impact on that. Itis
frightening that 60.7 per cent of Victorian adults are now overweight. It is a struggle for al us, but we have just got
tackle thisin the broadest way possible for the sake of dl Victorians.

The CHAIR — Could you give me some examples of what might be the kinds of initiatives that could be
funded?

Ms PIK E — Sure, things like walking bus programs in the transport area are very smple initiatives. Also
information about the kinds of foods that are hedlthier for people to eat, but also collaboration between health and
education around physical activities within the school environment; and stronger connections between some of our
big, iconic sporting ingtitutions and children. There has been alot done, but thereis alot more that can be done to
encourage young people, including greater support for diversity of sports and opportunities and funding for
programs that encourage physical activity in al the generations, not just the children.

Mr RICH-PHILLIPS — I would to ask you about the Hume hospital health services plan, which was
produced in March 2003 by Clearview Consulting and Healthwise Consulting. Thisisthe plan which
recommended the stripping of obstetric and surgica services from up to nine rurd hospitalsin the Hume region. It
is aso the plan that was criticised by the Rural Doctors Association for the lack of consultation in its production.
Only amatter of weeks after this plan was released by the director of Hume region, Dr Tom Keating, Dr Kesting
wrote to hospitalsin that region saying that the plan had been withdrawn. Thefirst question | would like to ask you
is can you confirm that the plan that was dumped — this services plan by Clearview and Hed thwise that the
government dumped — cost taxpayers $164 000? Will you aso confirm that the authors of the dumped plan are
now producing another plan for the Barwon region?

MsPIKE — Yes, certainly. You are, are you, referring to the Hume services report?
Mr RICH-PHILLIPS — Yes.

MsPIKE — That isareport that many people will have read about in the newspapers and that has been
fairly widdly reported on. It is absolutely correct that the regiona office of the Department of Human Services did,
in fact, in collaboration with the hedlth services in the Hume region hire a consultant. That group of people together
worked on a potentia service plan for that community and for the services within that community.

Let me say that planning is avery important function of our regiona directors. They undertake alot planning and
sarvice planning. Theraison d étre for undertaking service planning isthat they need to identify where there have
been demographic changes, take into account the physica state of the hospitals and so on. They want to ensure that
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sarvices are sustainable into the future and are generally meeting the needs, expectations and demands of loca
communities. | affirm the role of people within the Department of Human Services in planning.

In the case of the work that was prepared by the consultants, my understanding is that this was a consultant’ s report
that was prepared for the regiond office and for the group of hospital servicesin that area. It certainly did not have
the imprimatur or the affirmation of the director of rural hedlth services and certainly did not have
recommendations that would have been affirmed.

From my perspective the recommendations that the consultant made in the report did not reflect government policy.
It is not this government that closes country hospitals, it is the previous one that closed 12. It is not our intention to
close small rura health services— in fact, we have been investing huge amounts of money in building up and
strengthening rural health services, helping them to be more integrated in their community, getting closer alignment
of primary and community care with those health services, and working with them very closely to improvethe
quaity of services.

| want to make it very clear that the plan that was put forward by the consultant was not acceptable to the
government — that is why the plan was withdrawn — but the work that was undertaken by the regional director
and consultation he had with local services was important, and | want to affirm that. There were some good things
that came out of the process. Whilst | was disappointed at the recommendationsin the report and therefore was
insistent that it was clear that this did not reflect government policy, | want to affirm that there was some good
work donein that process and some things that could be affirmed. It was not awasted exercise completely.

Mr RICH-PHILLIPS — Y ou have not addressed the question. The first part was, ‘How much did it cost
taxpayers to produce that report which was dumped? And the second was, ‘ Given you have criticised the
recommendations and said they were not in accordance with government policy and you are disappointed with
them, why have you engaged the same consultant to produce the Barwon region report? .

The CHAIR — Can | just repest that should you not have information available with you here today it
can be taken on natice.

MsPIKE — Certainly, and | will ask Dr Brook to add further.

Dr BROOK — Asa specific answer to the question of how much it cogt, it is correct that that consultant’s
report cost approximately $160 000. | would have to come back to you, and am happy to do o, in advising you of
the cost. The same consultant has been engaged and was engaged prior to the production of this report to undertake
some work for the Barwon region. That work isin process.

Mr RICH-PHILLIPS — Isit going to be dumped?
The CHAIR — Thank you for your answey.
MsPIKE — Can | dsojud reiterate that — —

Mr Forwood interjected.

MsPIKE — Wéll, | think it has been quite clear that the consultants were engaged prior to the release of
thisreport. | will also reiterate that there were deficiencies in the process in the Hume report. These were
consultants who were actualy public servants when you were in government. They were your employees.

Mr RICH-PHILLIPS — How isthat relevant? Y ou wasted $160 000 in taxpayers money on them.
MR FORWOOQOD - You hired them.

Ms GREEN — In your presentation you referred to some of the challengesin the health system with
someinternaiona difficulties at the moment, and | would like you to expand further on how prepared the
department is to respond to such health threats as the severe acute respiratory syndrome (SARS) outbreak and other
outbresks such asterrorism. | note in your presentation you mentioned recruitment of core skilled staff, and |
commend the department for appointing our family doctor of 10 years so now we are looking for another and we
arevery sad, but | am sure he will be agreat addition.

MsPIKE — | am very happy to provide information about those two areas because we know that
Austraia has been placed on medium aert for aterrorist-related attack. The government has responded to thisin a

15 Mav 2003 Public Accounts and Estimates Committee 115



very comprehensive and responsible way, announcing new measures for enhancing our domestic security in the
fight againgt terrorism. Part of that is ensuring that we have very good links between the police and the emergency
sarvice organisations, and the Department of Human Services is very much part of that. We have had a
fundamentd role historically in Digplan, and we are building on that so that we can have avery rapid and
coordinated response in the event of aterrorist attack.

The DHS medical Displan sets out the process for managing mass casudty incidents and certainly will mobilise a
highly coordinated response from the ambulance services through to the medical staff and of course people within
the hospitals. We are also working on integrating GPs into this and having a mechanism for communication which,
might | say, has worked very successfully in the SARS epidemic. We will be able to build on that platform in the
case of other potential terrorist attacks.

In the case of chemicdl, biologica and radiological attacks DHS has alead role in assessing threat, in determining
containment and | of the risk-management actions. We have aradiation safety unit of scientissswho are
responsible for identifying and monitoring the hot zone perimeter in radiation incidents. On top of that, as you
know, the Displan process has given us extensive experiences in the whole area of trauma counselling and
community recovery. We have done that in the case of bushfires and floods and al sorts of adversity, so we do
have avery high level of readiness and preparedness in the case of a potentid terrorist attack.

| am very proud to say that Victoria has been identified as the top state in terms of its response to SARS, and we
have been working through the national communicable diseases network which has coordinated this. Y ou may
have seen the chief medical officer, Professor Smallwood, speaking about this matter recently. \We are coordinating
from a departmental level surveillance for suspected cases and of course have a system on high readiness for
isolation infection control. | remember Dr Brook coordinating this area, and he may have further issues to add.

Dr BROOK — | think it isimportant to emphasise that while SARS is anew and worrying diseese, fatal
diseases caused by infection have been around for along time. What we have is avery well-tried and tested system
for managing people who may have an infection of one sort or another that could prove fatal to them, so | want to
make clear from the outset that while it is worrying and whileit is of concern to everybody, the sorts of approaches
that we make are not new and in the sort of approach that we make with the commonweath— thisis where we
work very closely together — thereis no suggestion of any disagreement between ourselves and the
commonwedlth. Identifying those who may be at risk in coming into the country — —

Mr FORWOOD — That isnot your usud line.

Dr BROOK — Identifying those who may be coming into the country — public hedlth islike that —
surveillance of those who may be contacts for those cases, isolation should it prove necessary and of course
treatment in appropriate facilities are dl very well understood.

At this stage we have not been exposed to any case transmission within Audtraiaat al, and in that respect we are
very lucky. But we do work as | said with the commonwealth to make sure that any person who comesinto the
country from areas where there isrisk is identified and ascertained as to whether there are any symptoms that could
possibly relate to SARS, and we would act on that immediately were there. We and the commonwedlth are both in
the process of adjusting our laws to ensure that SARS is a notifiable disease and that the coronavirusis an accepted
infectious disease for the purposes of public health powers, and that will happen very quickly.

We have aso been extensvely consulting with those in our own field and issuing to them al of the materia that
they — mostly hospitals and hedlth care ingtitutions — need to understand first what the disease is about and to
understand the absolute imperative nature of infection control. A very large number of people who have acquired
this disease have in fact been hedth care workers who are tregting people with this disease— so the imperative of
rigid gpplication of infection control guidelines and the use of negative pressure isolation rooms and the likeis
absolutely up to speed should we need to use it for any cases. To date we have only had suspected cases.

Mr CLARK — | raisethe issue of medicd indemnity insurance. As you know, following the Australian
Medical Association raly 11 days ago you indicated the government would introduce a package of legidative
measures to tackle thisissue. | also understand that you have obtained a report from an organisation caled Vada
Pty Ltd on medical indemnity insurance issues. Can you confirm that there is at least one magjor metropolitan
hospital — namely, Box Hill Hospital — that is now stating it is fully booked out in terms of taking obstetrics cases
through to the end of thisyear and that a number of regional cities such as Bdlarat, Geelong, Wodonga, Shepparton
and Bendigo are facing the loss of dl private obstetric services under the current circumstances? Can you tell the
committee what measures you intend to take to tackle the public liability crisis before Parliament rises this month
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and what the expected impact of the medica indemnity costs are likely to be on the public hedlth service, and will
you make public the VVadareport ?

The CHAIR — Minigter, by way of clarification of legidation in thisregard, isit the Minister for Finance
or you who would be bringing that in?

MsPIKE — The Minister for Finance does have overal responsibility, but it would depend on the
legidation. It may be the Attorney-Generd or the Minister for Hedlth.

Mr CLARK — Insofar asit lies within your responsibility and responding to what you said publicly
11 days ago.

MsPIKE — Certainly. You will be aware that the government has introduced a package of reformsto
date in response to insurance issues in Victoriaand that they reach over al areas of reform. Y ou will aso be aware
that the national approach has been to commission the report by Justice Ipp and that states and territories have been
considering their response to the Ipp report. There has been a genuine desire to try and work towards a national
response for the matter of insurance generaly in awhole range of sectors. Of course medical indemnity is my
particular concern, and we are obvioudy very aware of the issues that are being faced by Victorian medica
practitioners and acutely aware of issues that have been raised in the media about some specidty areas. Weare
seeking information from hospitals about the potential impact that they may see as aresult of this area, which may
go to your comment about the Box Hill Hospitd. | do not have that specific information, but | am aware we are
seeking information from our public sector hospitals regarding that situation.

The challenge for government in this whole area of medical indemnity is clearly to provide a context in the
framework where costs of insurance are manageable and where medica practitioners and obvioudy specidists
more particularly can have certainty about their premiums and their payments. Of course that then leads us to ook
at arange of potentia areasfor reform. The issue of thresholds or capsis one area; the issue of statute of limitations
is another; and of course there is the issue known as the long stop, or the amount of time that doctors have to insure
themselves following their retirement to adequately cover themselves for incurred but not reported incidents. They
are the issues under discussion and on the table for reform. On the other hand we know that people in our
community need to have access to the courts to seek damages in the case of negligence. Let us be quite clear, we
are talking about negligence here. We are not talking about mistakes or quality issues, et cetera. We aretalking
about the capacity for the community to have an understandable, reliable and just system to be able to seek redress
where there has been a clear case of medica negligence.

In al these matters— and it is a matter for profound public policy consideration — the government is acutely
aware of the looming deadline at the end of June. We have given a commitment that we will continue our
legidative reform. As| said, we have dready put in place afirst set of legidative reformsin the public liability area,
and we are very close to putting into the public arena arange of reformsin the area of medica indemnity as well.

Mr CLARK — | appreciate the background, Minister, but time is getting short and thisisacritica issue
for the reasons | referred to. What exactly are you planning to do in the two or three weeks | eft of the parliamentary
gtting? Failing that, how will you adequately providein your next year's estimates? Will you release the Vada

Pty Ltd report.

MsPIKE — | am not aware of the Vadareport, so | will hand over to Mr Solomon.

Mr SOLOMON — | am not aware that there is areport. Vada has been retained to provide us expert
financia anaysis and preparation for the cabinet submissions around medical indemnity.

Ms PIKE — Wait for the public announcement; it will be soon.

Mr DONNELLAN — | refer to pages 213 and 217 of budget paper 2 with regard to cancer services. How
is the government improving those services in the budget this year?

MsPIKE — It isimportant to understand that cancer touches the lives of many Victoriansand itisa
growing issue. Victoriadready hasin place a comprehensive range of cancer services. We know that we have
some of the best cancer research ingtitutes in the world. We know that we have a number of health services that
have specialist cancer services and offer very high-quality support to the community. We aso know that we have
gone along way in our breast screening programs and other preventive programs, and we now want to add to this
considerable effort.
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We have identified an additional $43.5 million over the next four years to enhance and grow our cancer services.
The budget commitments are as follows. We will be devel oping sustainable improvements to breast, bowel, lung,
prostate and skin cancer services so they will al be further developed. We will be providing additiond radiotherapy
services and two new radiotherapy bunkers at the Monash Medica Centre in Moorabbin. The $1.5 million addition
to the breast screening program will see an increase of 96 000 women, particularly in that targeted group, who will
have access to breast screening programs. There will also be $1 million to replace radiotherapy equipment at the
Alfred and the Austin. Actudly it is $10 million over four years, but $1 million in the first instance.

| mentioned previoudy the ministerial council on cancer. Thereisastrong desire from our academic ingtitutions,
research ingtitutions, clinicians and the community to develop an integrated cancer centre. The cancer council will
evaluate that and work together on that proposd, but it will also help us with a statewide framework for cancer
sarvices. Itisnot just saying the Peter Mac isit and it isdoing agreet job. It is around identifying the other places
where some significant services are taking place, helping to identify areas of specialisation and creating greater
synergy between prevention community-based services and acute servicesin the whole area of cancer.

The other thing | want to add isthat this government has also overseen some of the most progressive tobacco
reform legidation in the country. We intend to continue our tobacco reform agenda. We have dready announced a
number of initiatives in terms of control at the sdle and supply end. We have now said that restaurants and gaming
venues are cigarette and smoking free. We now know there are some targeted activities that have to be put in place
for particular groups of people in the community — for example, young pregnant women are not giving up
smoking when they fall pregnant despite al the information around the impact on themsalves, their unborn
children, and then their children, and the link thereisto cancer. That is another component of an overall strategic
response in the whole cancer prevention and treatment area.

Mr FORWOOD — Isit the government’ sintention to prevent the Melbourne Cricket Ground from
backing away from its agreement of being a smoke-free venue? Y ou are aware it istrying to get smoking at the
back of the new stand. Surely thisis something that cannot be alowed to happen, and the government should
indicate now that it will not dlow it to happen.

Ms PIK E — The government has made that indication. When the media announcement was made that the
MCG was considering building bal conies that were essentialy within the venue, | made it very clear that | thought
that was a retrograde step, that it was quite inappropriate, and | said if possible we would legidate. That ison the
public record.

Mr FORWOOD — Are we going to sop it, full stop?
MsPIKE — Yes, absolutdly! Itisavery — —
Mr FORWOOD — Asamember of the Vichedth board | have someinterest.

Ms PIKE — Of course. Vicheath made avery strong stand and | absolutely affirm the stand that it made.
| have certainly made my views know on the public record. The Minister for Sport and Recrestion has aready met
with the Melbourne Cricket Club and | believe we have a meeting scheduled in the diary. They will bein no doubt
of the views.

Mr FORWOOD — Tdl them!
MsPIKE — Yes.

Mr RICH-PHILLIPS — Miniger, | would like to ask you about a table on page 135 of budget paper 2
which lists a number of what were eection commitments from last November. With respect to your department
there are 19 projects listed valued at over half a billion dollars. Some of the projects include the Roya Women's
Hospital redevelopment, which was promised at $190 million, and the Grace McKellar aged care centre upgrades
of facilities, which was promised $50 million. As| said, atotal of 19 projects were promised during the election
campaign. That is more than half abillion dollarsin the heglth care area. None of these projects has made the cut in
the budget. Not one of these has been funded. What | seek from you is a guarantee that these projects will be
funded and an understanding of where they fit in the forward estimates, or are they smply projects that are never
going to be delivered or promises that will not be committed to?

Ms PIKE — Labor made $786.95 million of capital commitments, and they are dl detailed in Labor’'s
financia statement (LFS). It isafour-year capitd works program. We made it very clear that we would be funding
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these commitments over the four-year period — that is, over the term of the government. Historically health has
received around $200 million each year in new capita projects. We have had other years where there has been a
sgnificant boogt to that. The Austin was one of those examples. In this budget we have not only included a number
of the LFS commitments that you have identified but have also included — —

Mr RICH-PHILLIPS — Could | clarify that?

MsPIKE — Yes.

Mr RICH-PHILLIPS — Y ou have not funded the ones | have identified.

Ms PIKE — Amongst those you have identified, we have committed a number in this year.
Mr RICH-PHILLIPS — No. Inthistable— —

MsPIKE — | beg your pardon. | apologise. This year we have made acommitment to anumber of LFS
capital commitments and those are the Werribee Mercy, the Dandenong Hospital and the Nhill hospital. Thereis
also the funding for the Victorian Foundation for the Survivors of Torture, for rural ambulances, biomedical
equipment and some other areas such as infrastructure upgrades. That funding was not in LFS, so we have gone
beyond this year and included the $138 million for the I T initiative. We have made a commitment to fund those
capital projects. You identified the Royal Women's Hospital as avery important project. We are currently doing
planning work on that at the moment and that includes the evaluation of the enabling works that need to take place,
the demalition of the Connibere building and some other enabling works — —

Mr RICH-PHILLIPS — Will that be in next year’ s budget?

Ms PIKE — We have made a commitment, but these al depend on where they are in terms of planning
and the process that is undertaken. We have said we will commit to these projects and it is our intention to do so.

Mr DONNELLAN — With relation to the Victorian Foundation for Survivors of Torture— | have a
conflict here because | am amember — what does the upgrade intend to do? | would like to get an understanding
of what isinvolved.

Ms PIKE — Currently the Victorian Foundation for Survivors of Torture has offices and provides
sarvices from asitein Poplar Road, Parkville. This site was identified by the previous government as part of the
Commonwealth Games village redevel opment. This government has determined to retain that site and utilise it for
arange of services, but the foundation has outgrown the facility. It offers avery extensive range of services to some
of the most disadvantaged peoplein our community. There are many people who have come to this country who
arevictims of torture and trauma. The foundation isworld renowned for its services. It is highly regarded.

Basicaly, to provide the services that are required it cannot remain where it is because it is so squashed.

The other thing is that the new Siteit will go to in Brunswick is aso more integrated into the community. It is better
served for public transport and access and connection with other services. It will be a better move for them as well,
but it is a project that the government is very proud of and very pleased to support.

Mr MERLINO — | refer you to page 211 of budget paper 2, and aso to your presentation with regard to
mental health; can you provide further information to the committee in terms of what the government is doing to
increase access to mentd health servicesin the budget?

Ms PIKE — The government has invested an enormous amount of resources into menta health. The
foundation work was donein the period of the previous government by the development of the mentd health
strategy, which will receive atotal of $63 million over the next four years. That money isto be used in arange of
aress. It will be used for opening further inpatient and subacute beds. It will increase our services within the
community for adult and aged persons requiring menta health services. It will also address the growing needs
across al age groups, particularly children and adolescents. | will speak alittle bit about that and there are other
groups | will spesk about in amoment. In terms of children and adolescents, Victoria has arange of world best
practice services and also somereal leadersin the mental health areaasit is particularly relevant to children and

young people.

Amongst the capita projects you will have noted that $7 million has been alocated to Mental Health Servicesfor
Kidsand Y outh. MHSKY is adso located on the site in Poplar Road, Parkville. We will be committing ourselves to
stage 2 of its redevelopment at Footscray which saw the building of inpatient beds and now will see
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community-based services for young people. We aso are providing some resources to see their continuation at the
Parkville site aswell. That isin recognition that there are real opportunities for synergies with services for young
people in juvenile justice and young people with drug and alcohol issues. All of these groups are very susceptible to
early psychosis. The work of Professor Pat McGorry and histeam in MHSKY isredlly targeted in those aress. It is
agrowing problem in our communities and the additiona resources in both capital and recurrent funding will redly
help.

The other areaiis dual diagnosis. In the past there has been a stand-off in some ways between the mental health
service providers and the drug and acohol service providers, so people who have adua diagnosis have found it
very difficult to get aservice; they have been to the mental health service providers who have said, *You have a
drug and acohol problem, you need to go to adrug and acohol service', and vice versa. The redlity is that both
service systems have to work together because people have that dua diagnosis. Many young people will
self-medicate with drugs and alcohol for what is fundamentaly a mental health issue. So there is some money there
for the dud diagnosis, and aso for homel essness.

The government introduced a major homel essness strategy. One of the key areas that the services themselves said
was a need was assisting peoplewith amental illness who are homeless. So the menta hedlth strategy New
Directionsfor Victoria's Mental Health Services — The Next Five Years, launched in September last year, provides
avery good framework for our development and growth. We have shown enormous commitment to growth in the
menta health area over the period of the previous government and now in this term of government, and that will
continue.

Mr FORWOOD — | would like you to take this question on notice, if you could. We would all be aware
that Dr Brook regularly receives from each of the country hospitals, rural hospitals, the status of their financial
viability; Mr Solomon would get the same for the city and metropolitan hospitals. | wonder if you could provide the
committee with the financia status of Victorian hospitals — each one— at 31 March this year.

Ms PIK E — The statements that you are referring to are not audited.
Mr FORWOOD — That isal right; we are capable as a committee of dealing with that.

MsPIKE — | receive the audited financia statements from the hospitals when they become available,
and that is the public information that is available to you.

Mr FORWOOD — Thisisa parliamentary committee.

MsPIKE — Just let me complete my answer. What we have seen today isalot of crystal ball gazing by
people in the opposition about the financial status of our hospital system. We spend about — —

Mr RICH-PHILLIPS — You could clarify that.
Mr CLARK — We are supposed to report on the adequacy of that.
The CHAIR — Let the minister speak.

MsPIKE — Let mejust complete this. We spend about $15 million every day of the week in our hospital
system right across Victoria. Thereis huge movement around cash flow and dl of the other inputs and outputs that
are there within the hospital system. It would be totdly irresponsible for me to grab some kind of isolated figure out
of the air on one particular day of the year and somehow think that that was a true reflection of the overall and
long-term position of the hospitalsin Victoria. The figure that counts, the figure that isin the public arena, and the
figure | will make available to you isthe audited figure at the end of the financia year.

Mr FORWOOD — That is an absolute outrage. It is an outrage that you can treat this committee with that
sort of contempt. Y ou should know better than that!

MsPIKE — | might add that that has been the practice for years and years and years; it was certainly the
practice in the past, and it remains the practice in the future. | must say it isaso quiteirresponsible for people to be
bandying figures around. Thisiskind of par for the coursein this area of hedth.

Mr FORWOOD — Don't you lecture me when you come in with that sort of behaviour before this
committee!
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The CHAIR — Excuse me, Mr Forwood, just stopit!
MsPIKE — Itis par for the course.
The CHAIR — Can we move to the next question, please?

MsROMANES— | note that on page 210 of budget paper 2 the hospital system is expecting to have to
manage an additiona 40 000 presentations at emergency departments in the coming year. How will the hospital
admission risk program help to relieve the pressure on those hospital emergency departments and contribute to
better hedlth outcomes?

Ms PIKE — The hospital admission risk program — the HARP program, asit has become known — has
been affirmed by people right across our hedlth system, particularly in the metropolitan health services, becauseit is
aready bearing fruit. It is aready showing very good results. The HARP program targets people who are at risk of
hospitalisation on aregular and frequent basis. So those kinds of people are people who have chronic conditions,
such as diabetes, chronic heart failure and complex conditions that might have a respiratory component, but also
people who have drug and acohol issues and menta hedlth issues. These are people who come into the hospital
system at points of crisisin their lives when their condition bubbles over into an emergency state, and often they
come quite frequently. The other factor for lots of these people isthat they are often very socialy isolated. They
can be dderly people living done who do not have alot of support from family and friends or people who are
homeless aswell. So they are the kinds of people who, as | said, come, receive treatment and go back out; but
unless someone helps them maintain the administration of their drugs, assists them with some of the prevention
programs and access to those programs, and monitors their diet and al those things that go to health and wellbeing,
the chances are that they will bounce back in the next period — it could be two months, three months, or whatever.

So the models of care that are being funded through the HARP program are things like falls clinics. Falls among
older people account for a huge number of admissionsinto our public hospital system. The clinics do things like
hel ping people design their houses so they do not have booby-traps in the way when they go from the bedroom to
the bathroom in the middle of the night; helping people to learn to walk appropriately — throw away the high
heels — and walk in a steady manner and al those sorts of things — they are all part of falls prevention programs.

There are aso disease management programs which help community-based organisations with advice and with
links into generd practitioners to help manage peopl€' s diseases within the community. Thereisintegrated care
between a community-based organisation, the hospital and the GP, so they are dl talking to each other, they are dl
aware of these patients and we can follow these patients, track them and support them at every stage.

Thisisared chdlenge for hospitals because the acute system particularly has not dways been very good at talking
to the community-based services; it has tended to be ideologically and culturally focused on emergencies: we just
goin, fix this person up and out they go, rather than the long-term notion of continuity of care that is common in,
say, the disability sector or some of the other sectors. So the acute sector has had to learn, as have community
organisations also.

| spoke before about Austin Hedlth. It manages around 350 patients annually who fit into this category. There has
been a 53 per cent reduction in emergency department presentations.

Ms ROMANES — Isthat from that 3507

MsPIKE — Yes, from that 350, that specialised client group. There has been a57 per cent reduction in
admissions and a 59 per cent reduction in hospital bed days. So, as| said, the program is dready bearing fruit. It is
around redesigning a complex system, but the early results are very promising. HARP has dready alocated
$33 million across the metropolitan and major regiona health services. There have been 80 prevention initiatives.
We are monitoring this very closely. Professor John Funder chairs the HARP Reference Group. Thereare
28 industry experts on the reference group. They are there to collate the information, to give guidance and strategic
advice, and we think HARP is one of the redl success stories, and we are continuing to roll it out.

The CHAIR — By way of a supplementary question, in my loca community health centrethereisa
chronic respiratory initiative which, to my untrained medica eye, scems aterrific program. At the launch of it they
talked about the rigorous evaluation that was going to occur with each of these initiatives, which | thought was very
welcome. Can you provide to the committee at alater date something on that evaluation system that isin place and
the output measures, because from what was said a our community health centre anecdotally there were redly
good results— that would be very useful for the committee — and whether anything includes an output measure
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likeinvolving loca MPs' offices, community health centres or GPs who can refer people to these initiatives, as
opposed to congtantly having them in the acute or the medium medical system.

MsPIKE — Yes, | am happy to provide further information.

Mr CLARK — Can | refer you to a press report of 26 April this year which said, ‘Waiting lists for public
dental care have jumped more than 50 per cent since the Bracks government came to power’. | understand that
waiting times have now reached levels of around, say, 49 monthsin places such as Warrnambool and Portland;
Balarat, 36 months, Eltham, 41 months; Footscray, 36 months et cetera. Y ou are probably aso aware that the
Victorian Council of Socid Service has said:

Critical waiting lists of concern include:
Dental Hedlth

The waiting time for dentures across Victoria has blown out to 28 months, yet dental heslth suffered areal and effective cut of
1.26 per cent.

Can you tdl the committee how the government arrived at its decision on the level of funding to provide for denta
health in the estimates for the forthcoming year and what your plans are to tackle this blow-out in waiting lists and
waiting times?

Ms PIKE — Sure. Demand for public dental health, as you have identified, does remain high, and waiting
lists have continued to grow since the commonwealth withdrew its funding of the dental hedlth program in 1996. It
in fact removed $27 million per annum with no warning right out of the system, and | believe— infact | know —
that upon removal of that funding in the first year after that, when the previous government was in power, waiting
lists doubled in one year. So that was where that doubling occurred. It is true that waiting lists have continued to
grow. However, the rate of growth has steadied, and that is partly due to the additiona investment that the Bracks
government has put into the public dental service which far exceeds any investment at al that was put in by the
previous Kennett government. We have added an additiona $34.94 million into the public dental service between
1999 and 2003 and, as you have identified, we will continue to resource the system. As part of that resourcing, we
are training more dentdl therapists, opening more dental chairsin community clinics and — —

Mr CLARK — How many more chairs for the forthcoming year?

MsPIKE — | will take that on notice and talk to you about that in a minute. We are also promoting oral
heslth in preschools and increasing funding to the Victorian Denture Scheme. We have also funded in 2001-02 an
adolescent dental program so that 13 000 adolescents from socialy disadvantaged areas have now received care
through that program, and of course the other areaisfor children. Y ou will be aware that we are aso pursuing the
matter of fluoridisation and its enormoudy positive impact on denta health and the reduction of cavities.

Mr FORWOOD — In Gedlong?

MsPIKE — | will take that one on notice in a minute, too. Regarding funding — and this goes to your
question about dental chairs— the breakdown of the funding is. $400 000 for more dental therapists, $700 000 for
denta chairsin Wyndham, Omeo and PANCH, promoting ora hedlth, as| said, work force initiative and increased
funding to the denture scheme. So that is the breakdown of the funding.

Regarding the matter of fluoridisation, as you may be aware, | think we have around a 77 per cent level of
fluoridation in Victoria. We know that the work by the dental school and the dental hospital tells usthat thereisa
40 per cent reduction in cavitiesfor children who live in areas where there is fluoridisation. We are also acutely
aware that there are very strongly held views around fluoridation in many areasin Victoria, and Geelong, asyou
have identified, is one of those areas. We think the best resultswill come by way of public education and public
engagement in thisissue. We do not underestimate it is difficult, but | must say | believe the evidence is
overwhelming, and we not only intend to work through the water boards, but also the public health division will be
conducting community consultationsin rural aress to progressively work with communities about thisissue.

Mr CLARK — You mentioned $700 000 for extra dental chairs. How many chairs does that trandate
into?

Ms PIKE — Wewill take that on notice.

The CHAIR — Thank you.
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Ms GREEN — Minister, on page 83 of budget paper 3 it liststota output costs for drug treatment and
rehabilitation. | wonder if you could tell the committee if afirm commitment has been made in this budget to
continue funding the Victorian government drug initiative?

Ms PIK E — The government has indeed made a firm commitment to continue the funding of the
Victorian government drug initiative, and in fact thisis avery exciting initiative in this budget, because projects
that were funded through Turning the Tide and the Victorian government drug initiative were previoudy funded
through the Community Support Fund, and there was alot of concern in the sector about that funding, because the
Community Support Fund provides funding on afixed-term basis. We have worked very hard to ensure thet the
ongoing parts of that program are now within the Department of Human Services. They have been put into our
base, and so that iswhy you will see the substantial increase in funding for drug services in the base of Department
of Human Services. So for 2003-04, $43.9 million has been dlocated for the whole-of -government drugs programs
that were previoudy funded through CSF, of which $32.4 million has come to the Department of Human Services.
That iswhy thereis an increase of 45.5 per cent to the recurrent drugs program.

So these programs will continue to fund awide range of initiatives: the clinical and acohol drug services, which, as
we know, have seen avery substantial deduction in waiting times, the residentia withdrawal and rehabilitation
sarvices, which again are now seeing record waiting times; the entire youth alcohol and drug service system, which
is an area that we have committed to some additional work, and you will be seeing some mgjor media Strategies
around binge drinking and a cohol abuse by young people in the near future.

Continuing initiatives will be undertaken with our forensic drug and alcohol responses for prisoners, aswell as a
wide range of drug prevention programs, including family support and locd drug strategies — and in two other
portfolio areas, education and justice. We have had avery highly successful drug strategy. These changes, or this
move from the Community Support Fund to the base of Department of Human Services funding has been widely
affirmed and welcomed by the drug treatment sector because they were concerned with alot of their funding in the
Community Support Fund and they wanted security. They are very happy that there has been security in this area.
This year community education programs, the drug education strategy, Koori information and Y outh at Risk
programs are dl part of the work we are doing.

Mr RICH-PHILLIPS — I would like to ask you about the Centre for Grief Education, which isaunique
sarvice. | undergtand it isthe only service of itstype in Austrdia providing dedicated grief management services,
which has been particularly important over the last 12 months with Bali and bushfiresin Victoriaand soon. The
centre is seeking some certainty asto its funding, both recurrent funding and funding for the relocation of the
centre. It is my understanding that a report was commissioned for you last October regarding that centre. | also
understand certain commitments were made during the election campaign with respect to the recurrent funding of
the centre and aso funding for its relocation. By way of endorsement just last week one of your members, the
Honourable Carolyn Hirsh, amember for Silvan Province, made a statement in Parliament describing the centre as
an excellent organisation and highly commended its grief counsalling services for adolescents. In the context of the
service that the centre provides and Ms Hirsh' s endorsement of the centre will you give a commitment to the
committee in terms of the recurrent funding for the centre, the necessary boogt in recurrent funding, and aso
funding for its relocation in 2003-04.

Ms PIKE — Thank you very much. In fact this matter was canvassed fairly extensively in the Herald Sun
in April thisyear. There was an article in the Herald Sun saying the Centre for Grief Education was facing closure
after agovernment funding shortfall. | am very aware of thisissue.

The government provides $1.354 million for abroad range of grief bereavement services. They are attributed to a
range of organisations, and in fact the Centre for Grief Education that you have identified receives the largest
alocation of funding from the government — $401 000 or nearly $402 000. In addition we have a number of
community-based pdliative care services, and this year the government provided $500 000 for additional
counselling support for Bali victims, volunteers and staff, which included $200 000 for immediate counselling
through the victim referral assistance service (VRAS), some additional counsdlling at the Coroner’s Court and
some funding for people who require continuing support.

The funding for the Centre for Grief Education has been maintained and will be adjusted for CPI. We are aware
that the centre islooking for aternative accommodation, and the department has committed to working with the
centre asit does for awhole range of non-government organisations. Many non-government organi sations need to
move or ask the department to assist them and work with them when they require additional facilities or they want
additional facilities. Those kinds of organisations range from big organisations like Anglicare and all those
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organisations to Alzheimer’s societies and disability service agencies, and al of these agencies would like to have
funding for capital requirements, and the Centre for Grief Education is one of those. We want the service to
continue. We are continuing to fund them with $401 000 in recurrent funding, and we are very aware of itstheir
concerns. As| said, the department is working closely with the centre so that it can continue to function.

Mr RICH-PHILLIPS — The centreis seeking, as | understand it, around $120 000 in recurrent funding.
Y ou mentioned CPI increases, and obvioudly that is abit more than a CPl increase. |s there any prospect of that
request for an extra $120 000 in recurrent funding in addition to the $400 000 being accommodated?

Ms PIK E — Every community organisation seeks additiona funding for its their services, whether it be a
disability service, drug and alcohol service, a psychiatric service, an aged care service or ahospital — everybody is
always seeking more funding. Those applications, requirements and requests are eval uated against the capacity of
the government to fund those services. That is aprocess that is being undertaken here. Certainly the department
will evaluate that request and provide advice to me. But | reiterate that the Centre for Grief Education receivesthe
largest alocation of funding from the Department of Human Services. The government has significantly boosted
grief and bereavement services not just through these centres but aso through our community-based palliative care
services, which aso provide bereavement counselling. This has been avery significant investment.

Mr DONNELLAN — Taking about cancer and so forth, | refer to page 82 of budget paper 3. 1 am
wondering how successful the tobacco legidation regarding smoke-free dining and licensed premises has been.

MsPIKE — As| sad before, the government introduced a very comprehensive range of initiatives
regarding tobacco with the objective of hel ping reduce the consumption of tobacco within the community. The
local councils have responsibility for ensuring compliance with smoking restrictions. They are saying to us that
smoking restrictions in gaming venues are receiving good compliance, but thereis till more work to be done.
There are people and there have been media reports about some venues flouting the law. Those areas will be
targeted very specificaly to ensure they comply. There are significant pendtiesif people do not comply with the
enforcements.

The other areas of initiative have been the smoking restrictionsin restaurants. Our research shows that the
community has willingly embraced these initiatives, and like any change in this regard there is obvioudy an initia
concern about it, but by and large | think the community has been brought aong where these changes. Itisaredly
important case for government offering some leadership here.

The other components are the restrictions on sales to minors and the changesin point-of-sale advertising. Again,
crackdowns in these areas have proved very successful. By and large it has been avery successful program. | will
just mention that people will be aware that there has been a push by people aong the border townsto ask usto,
excuse the pun, water down the legidation for their particular areas because of concern about declining revenue
from the pubs and clubs there. We do not have any evidence of declinein revenue. Thereis no publicly available
data around the decrease in revenue. We would be encouraging New South Wales to copy the excellent legidation
we have rather than wavering on this. We have been very determined that we will not have any exceptions.

The CHAIR — By way of asupplementary question, if thereis a telephone number that Mr Donnellan or
any other members of the Public Accounts and Estimates Committee wish to use to dob in those who are bresking
the law we would be happy to circulateit.

MsPIKE — I think it is 131 448.
The CHAIR — | am sure he will take that down straightaway. Last question, Mr Forwood.

Mr FORWOOD — The committeg, in its questionnaire to the department, asked the department to list a
minimum of seven strategic issues that have influenced the development of the department’ s estimates for the
2003-04 financia year and to describe how the department will address these issuesin that year. In your response
you list three generic challenges, no strategies and refer the committee to the forthcoming Human Services plan due
for endorsement in July 2003. Thefirst part of my question is: do you regard that as an adequate response from
your department to a questionnaire from the Public Accounts and Estimates Committee? The second part is: will
you provide the committee with details of the seven key strategic issues facing the department, as asked for
originaly?

Ms PIKE — Could you draw my attention to the page?
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Mr FORWOOD — Page 20 of the questionnaire, which states ‘ Please list a minimum of seven strategic
issues ...

Ms PIK E — Of the questionnaire? | was asking you to refer me to the response.

Mr FORWOOD — That isthe response. We asked for seven strategic issues that have influenced you. |
should make the point that each of the other departments has been able to do this.

MsPIKE — Having alook at this and having looked a our response previoudy, the Department of
Human Servicesis a huge and very complex organisation with an enormous range of services across a plethora of
community-based agencies. It has given aresponse that identifies what the critical strategic issues arefor the
department.

Thefirgt critical areais managing the demand for services. | have talked in the health area about the huge demand
for servicesin the hospital system and the fact that we aso have the impact of commonwedlth policy on that
demand. Meeting the increased demand — coping with the 35 000 additional patients who are coming through the
door every day — is one of the absolutely fundamental strategic tasks. Then meeting the increasing complexity of
client need — those co-morhidities, those people who have multiple issuesin their lives; they are homeless, they
have drug and a cohol issues, they have psycheissues — and adjusting the service system so it can more
adequately respond to that complexity and not duplicate services, not deal with peoplein an episodic and
disconnected nature. There are two there.

Next isimproving viability and productivity by the use of IT. Then thereis ensuring financia sustainability — the
initiativesin hogpitals around the development of a common chart of accounts, whichis acritica factor in terms of
financia sustainability. Work force development is an absolutely fundamental issue for us. We have ashortagein
virtualy every work force area, and we have a commonwed th government that refuses to adequately fund the
placesin the tertiary ingtitutions for the work force in the human services sector. Lastly, thereis modernising
agency infrastructure.

We have got to 6, and with the other 5 initiatives that adds up to 11 in my books. The other 5 areas that are strategic
issues facing the department are: shifting the service focus from prevention to early intervention — that isaways a
task when you have high-cost service ddlivery at the tertiary end and you need to prevent illness and accident and
injury and child abuse and al of those things; improving socia cohesion and participation in family life; aleviating
pressure on families with young children; addressing changing patterns of health and wellbeing — the ageing
population and al of those things; and delivering services around person and place; and they would al be critica to
that.

Mr FORWOOD — Asyou pointed out to us, this department gets over $6 hillion — —
MsPIKE — Ninehillion actudly.

Mr FORWOOD — Okay, your hit gets sx — $6.2 billion was the figure you put up on the board. What
the committee asked your department to do was ligt its key seven and then show how the department will address
each of theissues. We bdieve that you responded with some generic stuff. The point | am making is there has been
no attempt by your department to connect the strategic issues in the department with how you will address them
with the amount of money given to you by the Parliament through the appropriation process. | would have thought
that that was afundamental role— for you to respond to the committee, for your department to respond to the
committee.

MsPIKE — | will ask the secretary of the department to add to my comments..

MsFAULKNER — We do bdlieve we listed the 7 strategic issues — we thought we had listed 11. |
suppose with avery large and complex department we are often under pressure to summarise down so | gpologise
if the detail is not there for you, but they areclearly the strategic issues. We understood that you wanted to know
what the seven were that we would address in the budget context. We had not read into this question exactly how
they were to influence the budget estimates. | think the question was what are the issues rather than how are they
addressed in the budget context. It says ‘ have influenced the development of the department’s estimates'. They are
the 11 issues that have influenced the department’ s estimates — —

Mr FORWOOD — It says ‘ Please describe how the department will address these issues!’
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MsFAULKNER — Yes, it says please describe how we will address these issuesin 2003-04. Our
vehicle for doing that is a departmental plan which has traditionally been brought out much later. We have brought
it back in the past three years to publishing it by 1 July. | suppose you wanted us to publish that earlier — —

Mr FORWOOD — | am not telling you how to do your job. What | am saying is that as a parliamentary
committee dealing with this before the appropriation bills are passed what we are trying to do is match avery large
amount of money with a strategy through the budget papers. | do not believe the response the department gave us
enables usto do that.

The CHAIR — Thank you to the secretary for outlining the 11 strategic issues that the Department of
Human Services sees as relevant to the departmental budget.

Thank you very much, Minister; and thank you to departmental staff and advisers. The Hansard transcript will be
distributed early next week, as | understand it. | appreciate the time you have given us today and the way you have
informed us on your budget. Thank you.

Witnesseswithdrew.
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