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CHAI RVAN S FCREWORD

The Public Accounts Commttee has existed for eighty
years, yet this is the first occasion that the Conmttee' s powers under

Section 16 (a) of the Audit Act, 1902, have been i nvoked.

Those powers are "to enquire into and report to the
Legi sl ati ve AsseMdly upon any questi on which may have arisen in
connection with the Public Accounts, and which rmay have been referred
to the Comittee either by a Mnister of the Gown or by the Auditor-

General or by a resolution 'of the Legislative Assenbly ...".

As the Progress Report of the Joint Commttee upon Public
Accounts and Fi nancial Accounts of Statutory Authorities comrented, the
fact that these powers bave not previously been used "suggests either a
standard of efficiency in the financial administration of Departments
stretching credulity to nmore than reasonable Jimts or alternatively -
and nore probably - a | ack of understanding on the part of both the
Legi sl ature and the Executive of the need for vastly inproved nachinery

for inprovenment in the control of public finance".



The Commttee's long inaction has finally been ended by the
current reference fromthe Mnister for Health, the Honourable L.J.
Brereton, and a further reference fromthe Auditor-Ceneral, M J.
O Donnell, to enquire into the extent of overtime worked by Police and

Corrective Services officers

| agree with the Auditor-General's viewthat it would be a
"giant step forward" for the Conmittee to have power to initiate
enquiries on its own volition and | we]come the Government's commitment
to introduce legislation to reconstitute the Conmttee and extend its

powers.

The current enquiry is being carried out as expeditiously as
possi bl e. This is essential if the Commttee is to be an effective
nmeans of finding solutions to pressing problens, rather than a

pi geonhol e for those probl ens.

Expedi ti on and t hor oughness, however, are not nutually
excl usi ve. In only three nonths, the Conmttee has taken nore
evi dence (10 days and approxi mately 70 hours from 62 w tnesses), nade
nore i nspections (seven), studied nore subnissions (al most 3,000 pages)
and hel d nore meetings and di scussions than nost Sel ect or Joint

Committees in recent years



Fromthe hearings held so far, sone procedural shortconi ngs
have becone apparent. dearly, on the "w der" questions, public
hearings are essential if public accountability is to be the goal.
However, they are not always conducive to unravelling conpl ex details.
In future, therefore, | intend to al so nake use of informal around-the-
tabl e di scussions so that disputes over conplex matters of fact can be

nore qui ckly resol ved.

Finally, | would like to express the appreciation of all
Menbers of the Commttee for the inval uabl e assi stance we have received
fromM Wrren H ckson, Mss Robin Long, M Mervyn Sheather, Dr Tim
Snyth and M John VWwodget .

M CHAEL EGAN, B.A, MP.,
CHAI RVAN



NEW SQUTH WALES PUBLI C HOSPI TAL OVEREXPENDI TURE ( GROSS OPERATI NG

PAYMENTS) 1980/ 81 *

Hospi t al

I NNER METRCPQLI TAN REG ON

Bal mai n
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Hospi t al Variation from Budget $ 000's

$ 000’ s %

| LLAWARRA REG ON

Bowr al 75 1.9
Port Kenbl a 486 5.3
Shoal haven 361 8.1
Wl | ongong 1, 146 5.6
MJRRAY

Bal ranal d 65 12.2
Deni I'i quin 230 7.2
Fi nl ey 52 4.6
Véntwor t h 96 16.9

* The Committee confined its exam ination to
hospitals with a m ni num over expenditure

of 0.5% and $50, 000



TERVG OF REFERENCE AND | NTRCDUCTI ON

The Committee's Terns of Reference are to:

* enquire into the causes of expenditure
over-runs in health funding to Schedule 2
and Schedul e 3 hospitals in the financial
year 1980/81 and natters rel ated thereto;

and

* investigate the standard of public
accountability of Schedule 2 and

Schedul e 3 hospital s and make such
reconmmendations as it sees fit to
ensure full accountability of these
hospitals to the Parlianent of New

Sout h Wl es

This InterimReport addresses itself primarily to the first
term of reference concerning over-expenditure in 1980/ 81. It also
flags najor areas which will be further discussed in the Final Report.
The Commttee believes that the question of general accountability of
the public hospital systemin New South Wal es is of considerabl e | ong-

term significance.

The Commttee al so recogni ses that since June, 1981, some
i nprovenments have al ready been nmade by both hospitals and the Heal th
Conmmi ssion on matters of detail associated with the budget over-runs

bei ng i nvesti gat ed.
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The Comm ttee recogni ses that the hospitals with which this
Report deals are not necessarily the |east efficient or effective in
the system I ndeed in many cases the converse is true. However ,
this does not excuse their failure to live up to the responsibilities

of operating within the funds all owed.

Al t hough the budget over-runs are serious, they nust been
seen in the context of the overall performance of public hospitals in
that year. The over-run of $15,7 mllion represents 0.86% of the
budget for gross operating paynents. Four of the Heal th Conmi ssion
Regi ons had no hospitals exceed budget. Accordingly, the Commttee
whi | st addressing itself to sone specific exanpl es has sought to draw
conclusions that will be of benefit to the public hospitals systemin

general .

It is also appropriate to note that the escal ati on of
hospital and health care costs is recogni sed as bei ng i nadequat el y
controlled in nmost Western countries regardl ess of the systens of

nmedi cal and hospital care invol ved.

This, of course, points up both the inportance of the

problemand the difficulty of finding sinple all-enbracing solutions.



SUMWARY COF RECOMMENDATI ONS

The Committee recomrends that:

(1) The Mnister for Health automatical ly
revi ew t he appoin trment of the Board

of any Schedul e 2 Hospital which exceeds

its approved budget for gross operating

paynent s.

(2) Consi deration be given to the tenporary
appoi ntment of an admnistrator to any

Schedul e 3 hospital which exceeds its

approved budget for gross operating

payment s. The appoi nt ment be made

by the Heal th Conmi ssion and hospital

agreement to the appointrment be a

condi tion of further subsidy.

(3) A review of the processes involved in
the allocation of funds to hospitals

be undertaken to ensure that final

budgets are received by the hospitals

as soon as practicable after the State

budget al | ocations are deternined.



(4) A revi ew be undertaken of the systens
used to nonitor and control hospita
expenditure to ensure that they are
appropriate to managenent needs, and
in particular that they facilitate
pronpt corrective action being taken

when necessary.

(5) In the event of future rationalisation of
hospital services the following measu res be

t aken:

* adj ustments to hospital budgets
to reflect proposed service
reductions be based on clearly
defined and realistic plans
providing for real and continuing

savi ngs;

* such adjustrments be reviewed in the
light of unforeseen and unavoi dabl e
ci rcunstances affecting inplementation

of the plans;

* the introduction of new services dependent
upon savings resulting from service
reductions el sewhere be programred in
such a manner that shoul d changed
circunstances result in the savings
not being fully realisable, expenditure
on new services can be curtailed or

elinmnated as necessary;



* the provision of additional funds
to adjust hospital budgets for non-
realisation of savings due to | ower
than anticipated attrition rates
not be granted unless the Health
Commi ssi on has satisfied itself
after a detailed review of the
position that everything possible
bas been done to achi eve those

savi ngs;

* there be full consultat ion between the Health Comm ssion
and hospitals affected by rationalisation reductions and a cl ear
under standi ng reached as to the steps necessary to ensure a
reduction of services in real terns. The Heal th Comm ssion advi se

and assist with any special problemareas identified;

* future rationalisation programes
concentrate to the maxi mum extent
practicable on the re-direction of

whol e services or service units.



(6)

(7

(8)

(9)

(10)

-14-

The setting of staff establishments,
other than for medical practitioners,

for each hospital be discontinued.

Hospitals be totally responsible for
their staffing |levels subject to the

funds avail abl e.

Wiere a hospital exceeds its salaries

and wages budget consi deration be given

to the inposition by the Heal th Comm ssion
of controls on that hospital's staffing

appoi ntments for such tinme as is necessary.

The basis for determination of supplenentary
al l ocations of funds to meet award costs be
the actual or budgeted | evel of salaries and
wages expenditure, whichever is the |ess.

Al hospitals be clearly informed to this
effect and the existing systens of cal cul ating
the costs of award variations be reviewed to
ensure that future clains accord with this

principle.

Prior to approving suppl ementary funds
for award variation costs the clains
made by hospitals be carefully revi ened

by the Heal th Comm ssion



(11) The Health Commission take action to
ensure that hospitals do not proceed

with the appointrent of staff for new

units except in accordance with a

timetabl e specifically approved in

witing by the Heath Conm ssion.

(12) The Heal th Commi ssion not approve new
units being brought into operation until

the necessary funds have al so been approved.

(13) The Heal th Commi ssion review the processes
of consultation and communi cation to ensure

t hat :

* full details of interimand final
budgets and all relevant factors
pertai ning thereto are conveyed to
Regional O fices by the Central

G fice of the Heal th Commi ssion;

* the hospitals are properly informed as
to the basis upon which their initial
estimates shoul d be prepared and gi ven
full details of the variations enbodi ed

in their actual budgets;

* speci fic exclusions for special itens
such as award costs, |ong service |eave
payments and new units should be fully

det ai | ed.



(14) Hospital s inpl enent appropriate for nal
conmmuni cation processes with their

nmedi cal staff.

(15) Hospitals review their budgetary and
financial control procedures to avoid
clerical errors |leading to expenditure

over-runs.

(16) Wth the exception of funds required to be
held in reserve for specific but as yet

unquantified requirements such as future

aware variations, new unit provisions and

ot her special factors, funds provided to

Regi onal Ofices of the Health Commission

for hospital operating costs be fully

allocated to the hospi tals in their budgets.
Hospitals be clearly inforned that it is

their responsibility to set aside reserves

to neet contingenci es.

(17) Hospital budgets contain a specifically

identifiable adjustnment for role changes.

(18) Hospital budgets be built up and nonitored

on a departnental basis.

(19) Resource al |l ocati on within regions be
based on clearly defined and under st ood

fornmul ae.



(20) A separate inquiry be hetd into the
adnmini stration, financing and utilisatio n
of the New South Wl es Anbul ance Service
Anongst other nmatters, the inquiry

exan ne:

* the use of anbul ances for
inter-hospital transfers and
the desirability of alternative

neans of transport;

* whet her the control nechani sns
required to ensure that the
ordering of anbul ance transport
by medical practitioners is
appropriate to the health care

need of patients.



BACKGROUND TO THE PROCESS COF

DETERM NATI ON CF 1980/ 81 HOSPI TAL BUDCETS

Commonweal th-State Interaction

The budget process for public hospitals during the period
of operation of the Commonweal t h-State hospitals cost sharing agreenent
up to 30 June, 1981 was a conplex and protracted one. The hospital
budget timetabl e was geared to the requirenents of the Commonweal t h,

t hrough bi-annual meetings of the Commonweal th-State Standing
Committee, as well as the State budget itself. Wi le States were
responsi ble for initiating expenditure proposals, the Comronweal th had
the final say in determning the agreed net budget figure which it

woul d fund on a 50:50 basis with each State. Once agreed, this
budget was finalised between the Health Comm ssion and the New Sout h
Wil es Treasury (and announced in the State Budget) and all ocations were
then nade to the 13 Health Regions and ultimately to individual

hospital s.

The rul es of the game changed fundanental ly in 1979/ 80. I'n
1979 the Conmmonweal th Gover nnent announced there woul d be no increase
inits financial support to the New South Wl es hospital system other

than provision for inflation. (See Table 1).
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Due to the inpending opening of sone 750 new beds the New

South Wales Mnister for Health announced that there would be a funding

shortfall of $28 mllion. Accordingly, a hospital rationalisation

progranme was comenced.

Table 1

Commonweal th Hospital Cost-Sharing Payrments to New South Wl es,

1978 - 79 to 1980 - 81

1978/ 79 1979/ 80 1980/ 81
$m % | ncr ease $m % | ncrease $m % | ncrease
383.8 10. 8 425. 3 10. 8 469. 1 10. 3
Sour ce: Commonweal t h Budget Paper No. 7, 1981/ 82.

Inits submssion to the Commttee, the Health Comm ssion of
New Sout h Wl es provi ded an assessnent of the budgetary inplications of
the rationalisation exercise. The Conmi ssion stated that the full
year effect of the rationalisation progranme anmounted to $35.6 million
of which $17.6 nillion was schedul ed to be saved in 1979/80, with the

remaining $18.0 mllion reduction being effected in the foll owi ng year.

(See Table 2) In fact, only a $15.7 nmillion saving was
achi eved in 1979/ 80. The framng of the 1980/81 interi mhospital
budgets therefore carried the | egacy of a non-achi eved savi ng of

approxi mately $1.9 mllion fromthe 1979/80 rationalisation progranme.



Tabl e 2

Cost Inplications of pening New Services and

Bed d osures, My, !980

New Servi ces d osures
$ $

1979/ 80 12.1 17.6

1980/ 81 22.3(8) 2 5(b) 18.0

TOTAL 34. 4(8) 35.6
(a) New units opened in 1979/ 80
(b) New units opened in 1980/ 81

Sour ce: Heal th Conmm ssion of New South Wl es

(Information provided to April, 1981, Commonweal t h- St at e St andi ng

Conmittee Meeting)

It is alsoclear fromTable 2 that it was expected that by

30 June, 1981, the value of rationalisation closures would exceed the
cost of the new services by $1.2 million (i.e. $35.6 - $34.4 mllion).
This figure was later revised to $2.1 nillion nainly due to reductions
in outlays on new services. Commonweal t h approval was subsequent!|y

obtai ned to introduce additional new services costing $2.4 nillion in

1980/ 81.
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The Budget Ti et abl e

The hospital budget tinmetable proceeded over a nunber of

stages covering 18 nonths:

(a) January 1980: Heal t h Conmi ssi on

Regi ons prepared 1980/ 81 esti nates
covering outlays by recogni sed
hospital s using the Conmonweal th
forns setting out 20 expenditure
headi ngs. Regi ons were required

to account separately for incr eases

to cover;

- inflation; and

- new servi ces

The general instruction provided to Regions in

preparing budget estimates was that they should allow for

no net growth and that any proposed real increases in

expenditure had to be offset by rationalisation savings.

(b) February, 1980: Regi onal budget bids

were submtted to the Commonweal t h.



(¢)

(d)

(e)

May, 1980: Estimates were consi dered
by Health and Treasury officers at the
Commonweal th-State Standing Committee
neeting at which there was substanti al
agreement; The agreed gross operating

paynments budget was $1,228.6 mllion.

Early July: 1980: The Conmi ssion

notified Regions of the basis for
determning interimbudgets to 'each
hospital. Budgets were to be "based.
on 1979/ 80 approved budgets adj usted
to annual basis after allow ng for
full year effect of 1979/80 reduction
of services" As the State Budget
had not been handed down, a reduction
of 0.5 per cent was to be applied

to sal ari es and wages. Wth the
exception of the Hunter Region,

regi ons generally conplied with those
gui del i nes. I n evidence the Hunter
Region Ofice stated that it "built-up
on the anticipated results" in

determning interimhospital budgets.

Sept enber 1980: The State Budget was

brought down containing an allocation
broadly simlar to the total of the

Heal t h Conmi ssion's interimbudget.



(f) Novenber 1980 : Fol | owi ng t he

Commonweal th's offer of an increase

of 0.75 per cent in the inflation rate
al l oned for goods and services, the
Standing Conmittee agreed to a
correspondi ng adjustment in the

figure notified in the State Budget.

(g) Early Decenber, 1980: Fi nal budgets

were issued to Regions. Except for
an increase for the North Coast region
the allocations were simlar. to those
advi sed on 4 July, 1980. It was
recogni sed, however, that many

i ndi vi dual hospitals' interimand
final budgets would differ.

According to the Heal th Conmi ssi on,

"al though it was known that some
rationalisation proposals were not
able to be folly inplenmented, it

was the general view that Regions
should try to achieve off setting

savi ngs el sewhere"

(h) January, 1981.: Hospi tal s foreshadow ng

over-expenditure were directed to
exam ne suggested cost-savi ng

neasures.



() February, 1981: The Chairman of the

Heal th Commi ssion wote to all hospitals

whi ch were foreshadow ng over-expenditure
and proposed econony neasures.

Proposal s for reduction of services

were required be discussed with

Regi onal Directors. Ret r enchnent

of staff and non-payment or defernent

of creditors' paynments were advi sed

as being unacceptable to the Governnent.

Not all hospital s responded.

(i) February, 1981: Approval was granted

to a supplenmentation of the State's
allocation to provide for an increase
of $5.6 nillion in the hospitals'

gross operating cost bu dget which had
been previously agreed upon by the

Comonweal t h.

(k) April 1981: The Cormmonweal t h- St at e

Standing Commttee met and the
Commonweal th refused any further
budget increase until New Sout h Wl es
supplied nore detailed information on
over-runs and increases in patient

activity.



(1) June, 1981: The Cormmi ssi on supplied

further information to the Commonweal t h.

(m Novenber, 1981: Commonweal t h- St at e

Standing Commttee neeting deferred.

(n) February, 1982: The Commonweal th' s

final position on 1980/81 funding

remai ns unknown.



FAI LURE TO TAKE BUDGETS SERI QUSLY

"There are budgets and budgets". Evidence fromM R J. Lane

Chi ef Executive Oficer, Wntworth Hospital.

As other sections of this report point out, some hospitals
could genuinely claimthat factors outside their control contributed to

the failure to live within their budget.

General |y, however, explanations of over-expenditure received
by the Commttee were unsatisfactory. Most hospitals supplied lists
of token cost contai nment measures. Sone coul d not even do that.

Very few coul d provide evidence of serious efforts to revi ew adni ssion

policies or otherwise contain their |evel of activity.

I'n many cases, hospital subnissions reveal ed a reckl essness
t owar ds spendi ng public funds. Many argued they had not over spent at
all, but rather their budget allocations had failed to neet their
" expendi ture. Some of the offending hospital s "explai ned" that
al t hough they had not lived within the budget allocated by the Health

Conmi ssion, they had |ived



wi thin the budget they had set for thenselves. Wllsend
Hospital, for exanple, drew a distinction between its Health Conm ssion
approved budget of $8,577,978 and its own budget of $9, 060, 365.

Unfortunately, it overspent both

Notwi t hst andi ng the cl ear evidence that New South Wil es has a
rel ati ve oversupply of hospital facilities, many hospitals seemto
think the public purse can and shoul d be expanded to neet whatever
| evel of demand can be generated. It is hard to believe that this

"nmoney-tree" attitude is held by otherw se intelligent people.

One of the nost alarmng and nost frequent excuses put to the
Committee by the hospitals was the belief that their interimbudget
allocations and, in some cases, their final budget allocations were not

neant to be taken seriously.

Nearly every hospital expressed surprise that their final
budgets (issued about January, 1981) reflected their interi mbudgets
(al l ocated about July, 1980). It was a common conpl ai nt that the
final budgets could not be nmet because the interimbudgets had been

consi derably over-run



Hor nsby Hospital, for exanple, had exceeded its interim
budget by $400, 000 before its final budget was received. Royal
Prince Alfred Hospital explained that it expected "a considerabl e
i nprovement on the first interi mbudget" The interimbudget, it
seens, was ignored because the hospital disagreed with it as being
based "on some historical accounting process that does not take into
account activity". The result was that by md-year the hospital was
projecting an over expenditure of $4, 400, 000. Wien asked why the

hospital expected an increase the reply was: "Past experience"

Wl | ongong Hospital simlarly argued that in previous
years "suppl enentary fundi ng and budget adjustment have invariab]y
flowed". Canterbury Hospital's Chief Executive Oficer referred to
Heal t h Commi ssion requests for financial restraint as suffering froma
"“credibility gap" and claimed that "previous years have been typically
mar ked by requests for financial constraint but funds to ny experience
have been nade available ultinately to neet any shortfall at the end of

each financial year. In 1980/81 this was not the case"



In other words the hospitals were saying that they had been
bai | ed out before and expected to be bail ed out again. In 1980/ 81
this expectation was naive. G early, no hospital board,
adnini strator, or senior Health Comm ssion officer should have
entertai ned any doubt about the budgetary situation facing hospitals in
that year. Hospital funding had been a najor political issue for
consi derabl e tinme, the Commonweal th Governnment was adamant in its no-
growt h hospital policy, the Jamison Inquiry into hospital costs had
been established, and a major hospital rationalisation was taking
place. As well the message fromthe central office of the Health
Commi ssi on was | oud and cl ear. The ritual warning of previous years
gave way to repeated and unequi vocal denmands that hospitals nust |ive

wi thin their budgets.

Unfortunately, it appears that this point was not only m ssed
by some hospitals, but by sone regional offices of the Health

Commi ssion as wel | .

Cor respondence fromthe Northern Metropolitan Regional Ofice
to Manly Hospital as |ate as Decenber, 1980, was calling on the
hospital to nake out a convincing case to justify additional funding.
In January, 1981, the hospital was advised by the region that "every
effort will be made by the office to obtain additional funds". Royal
Newcast | e Hospital was al so being advi sed by the Hunter Regional Ofice
until February, 1981, that "it was hoped that nore funds woul d be

forthcom ng".
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Therefore, at a time when the severe budgetary situation
shoul d have been forcefully brought hone to every hospital two Regional
G fices were encouraging hospitals in their expectations of additional

f unds.

The Committee recomrends that:

* the Mnister for Health should
automati cal ly revi ew the appoi nt ment
of the Board of any Schedul e 2

hospi tal which exceeds its approved

budget for gross operating paynents.

* consi derati on shoul d be given to
the temporary appoi ntment of an

adm ni strator to any Schedule 3

hospi tal which exceeds its approved
budget for gross operating paynents.
The appoi nt nent shoul d be made by

the Heal th Commi ssion and hospital
agreement to the appointnent shoul d

be a condition of further subsidy.



BUDGET AND REVI EW PROCESSES

Budget

A nunber of hospitals have attributed their failure to keep

1980/ 81 expenditure within the funds allocated to:

* the fact that they were given no
opportunity to make any input into

t he budget deliberations and that

the all ocations accordingly did not
properly reflect changed circunstances

and needs.

* the fact that their final budget
al l ocations were not advised to
themuntil Decenber, 1980, or

January, 1981, by which time it

was too late to rein back their
expenditure to the extent necessary

to live within the budget.

Fromthe evidence presented to it, the Conmittee is not

convi nced that these were significant factors in the 1980/ 81

over expendi t ure.



There is no doubt that the process of building up a budget
using the previous year's budget as s base has its weaknesses. e
of the nost serious is that an inappropriate distribution of resources
becomes built-in. The Commttee proposes to examine in nore detail
the systens proposed by the Health Comm ssion to provide for a nore
appropriate allocation O funds between regions and between hospital s
within regions. This aspect will be covered in the Conmittee's fina

report.

Nevert hel ess, the budget processes in operation for the year
in question appear to have provided for an exam nation of factors which
woul d require variations fromthe 1979/80 budget. The Health
Conmi ssion has the responsibility for review ng the hospitals' input,
which is provided in a formbased on the Comm ssion's requirenents, and
for putting together the budget proposals in macro form It appears
to the Commttee that nost of the hospital's conplaints about |ack of
consultation in the budget process really stemfromthe fact that in

the end they do not get as nmuch as they ask for.



There is no question that it is desirable for budgets to be
set as early as practicable and certainly well before Decenber or
January as occurred in 1980/ 81. The Heal th Conmi ssion has advi sed
that the Commonweal th's invol verment in the budget setting process, and
associ ated delays in comng to agreenent, was the najor factor in these
del ays. The changed fundi ng arrangerments now in operation w 11

enable that situation to be corrected.

However, the Committee is al so conscious of the problens
inherent in setting an annual budget for the health systemprior to
final decisions being nade on the State budget generally and accepts
that, unless the whole process is brought forward, there is little
prospect of final hospital budgets being advised prior to or at the

commencenent of the financial year as hospitals woul d w sh.

In 1980/ 81, to hel p overcone sone of these difficulties, the
Heal t h Conmi ssion issued interimbudgets in July, 1980. Hospital s
were advised they had to operate within the financial constraints of

those interimbudgets until final. budgets were notified.



I'n such circunstances, and since in general the final
allocations were at |least equal to the interimbudgets, the Committee
does not accept the late notification of the final budget as a
reasonabl e excuse for the overexpenditure which occurred. The fact
that many hospitals chose not to take the interimbudget seriously is
abundantly clear and this issue is canvassed in nore detail in another

section of the report.

Revi ew

No doubt largely influenced by attitudes to the interim
budgets, the inportance of nonitoring expenditure perfornance agai nst
those budgets and taking corrective action where necessary appears to

have been | argely ignored by nmany of the hospitals.

This attitude appears to have been encouraged by the |nner
Met ropolitan Regional O fice of the Health Conmi ssion, which advised
the Royal Prince Alfred Hospital (and presumably other hospitals in the
Region) that in their nonthly reporting systemthey should not report
agai nst the interimbudget but were to report, as they usually do in
the early part of a financial year, against the previous year's budget.
Bearing in nmind that the 1980/81 i nteri mbudgets had adjustments built
into themto reflect the full annual savings required fromthe
rationalisation programe, the 1979/80 budget woul d appear to The
Conmittee to have been totally irrelevant as a benchmark for 1980/ 81

per f or mance.



The result of these weaknesses in nmonitoring and control
procedures is evidenced by the slowness of the systemto react to what
was obviously a very serious financial situation. Hospitals appear
general ly not to have got the message until sone tine in February,

1981, notwithstanding that adverse expenditure trends were evident |ong

before that.

The Committee recomrends that:

* a review of the processes invol ved
in the allocation of funds to hospitals
be undertaken with a view to ensuring
that final budgets are received by

the hospitals as soon as practicabl e
after the State budget allocations

are det erm ned.

* a review al so be undertaken of the
systenms used to nmonitor and control
hospital s' expenditure to ensure

that they are appropriate to nanagenent
needs, and in particular that they
facilitate pronpt corrective action

bei ng taken when necessary.
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1979/ 80 RATI ONALI SATI ON PROGRAMVE

Reference to the rationalisation programe announced by the
Mnister for Health in August, 1979, bas been made in the introduction
to this report. This section |ooks specifically at the service
reductions proposed for 1979/80 and their intended full-year effect in

1980/ 81.

The 1980/81 State w de hospital budget was formnulated on the
theoretical basis that the service reduction had achi eved savi ngs of

$15.7 million in 1979/80 and $35.5 nillion on a full year basis.

The term"theoretical" has been used because, as will be seen
fromthe following examnation, for a variety of reasons a significant

proportion of the savings were illusory.

I npact on 1980/ 81 expenditure results

The fact that the 1979/80 rationalisation plan failed inits
objective to rationalise hospital services, as distinct frombeds, is
obvi ous froman anal ysis of patient statistics. Patient activity did
not decline commensurately with the bed reductions and in fact in sone

instances actually increased over the previous yesr's |evel.
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The Commttee has not attenpted to quantify the proportion of
the hospitals' total 1980/81 over-expenditure which could be attributed
specifically to the failure to achieve the planned rationalisation.

This woul d be a subjective exercise and the results woul d be of
guesti onabl e val ue. Suffice to say that this factor was a najor one
and the Conmittee's prinary concern has been to attenpt to indentify

the various reasons for this failure.

The following is a brief outline of the explanations

consi dered by the Commttee and our views thereon.

Defernent of Rationalisation Proposals

As a result of concern expressed by certain hospitals and
hospital staff concerning the inplications of the 1979/80
rationalisation plans, a committee was set up under the Chairmanship of
M John Ducker, a menber of the Public Service Board, to review and

nmake recomrendati ons on the services in question.

M Ducker's Report, whicb was subnitted in June, 1980,
recommended t he defernernt or non-inplenentation of rationalisation at
a nunber of hospitals. Evi dence given to the Conmttee indicated
there was no formal communi cation of any decision at Government or
Heal th Commi ssion level as to what action should be taken on that
report. However, it is clear that the recommendati ons were adopt ed.
The consequence of non-inplenmentation of. rationalisation at the
hospi tal s concerned was that savings of $2 mllion in 1980/ 81 were not

achi eved.



The overexpenditure incurred under this heading resulted as a

di rect consequence of:

* no adj ustment being nade in the State
wi de hospitals' budget to reflect the
deci sion that rationalisation would

not proceed at the designated hospitals

* the policy adopted by the Heal th Comm ssion that where
rationalisation did not proceed the particul ar Regi on
whose hospitals were involved had to make up the savings

el sewhere within the Region; and

* the failure of the regions to achieve

those of fsetting savings.

The Committee is not convinced that alternative and perhaps
nore desirable financial options which may have been open to the Health
Commi ssion in dealing with this problemwere properly pursued. The
figures furnished by the Conmission to the Commonweal th State Standing
Committee, for the purposes of the 1980/81 budget deli berations,
indicated that the net result of the 1979/80 rationalisation programe
was that savings achi eved (including "savings" referred to above)

exceeded the actual costs of new services introduced in 1979/ 80.
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On the basis of those surplus reductions, the Commi ssion was
able to negotiate approval for sone additional services to be
introduced in 1980/81. G ven the doubts then existing about full
achi evenment of the savings, it woul d have been prudent to defer the

expenditure on further new services until those doubts were resol ved.

In order to fund sone of these new services further

of fsetting savings during 1980/81 were required.

The probl ens associated with effecting these savings
el sewhere within the systemwere conpounded by the delay in notifying
specific hospitals that such savings were necessary. The Hunter
Regional O fice redistributed the associ ated budget reductions anmongst
the Royal Newcastle Hospital and other hospitals in their final

budgets, which were not conveyed to themuntil 28 January, 1981.

Non-Attrition of Staff

I n announci ng the 1979/80 rationalisation proposals, the
M nister for Health gave a clear undertaking that there would be no
staff retrenchnents. Surplus staff were to be absorbed as new

vacanci es occurred.

The attrition rate was lower than originally anticipated,
resulting in reduced savings or, in other words, costs for which no
budget al | onance bad been nmade. These additional costs for the State as
a whol e have been identified by the Health Conmm ssion as totalling $2.6

mllion for 1980/ 81.



A nunber of hospitals have clainmed that their budgets were
not adjusted during 1980/81 to account for the savings not being
realised and the Heal th Commission has confirmed that, with the
exception of funds totalling $456, 000 which were redistributed to sone
hospital s fromexisting resources, no budget adjustments were rmade on
this account, although cash was advanced to neet unavoi dabl e payrol |

commitrents outlined in the budget.

The Committee is of the viewthat hospitals shoul d not have
been penalised for genuine inability to reduce staff nunbers to the
extent necessary by attrition and that budgets shoul d have been

adj usted accordingly.

However, it is appreciated that in a situation where
hospital s resist change their inability to | ose staff by attritionis
likely to be overstated. El enents of that existed in. 1980/ 81.
Accordingly, the provision of additional funds woul d need to be based
on a detailed review of actual attrition rates within categories of

staff and of the scope for transfers.

Lack of Co-operation by Hospitals

The Comm ttee has concluded that one of the major factors
contributing to the failure to achieve the 1979/80 rationalisation plan
was the unwillingness of many hospitals to accept the changes and to

adjust their activity levels accordingly.
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Evi dence given to the Commttee indicated

t hat :

* the Royal Prince Alfred Hospital assumed that "the 1979/ 80
rationalisation was a one-tine occasion, rather than an

ongoi ng thrust to | ower |evels of hospital activity".

* no doubt in keeping with that |ine
of thinking, quite a nunber of hospitals
achi eved the required | evel of savings
in 1979/80 by "once-only" neasures such
as reducing stock |evels, cutting down
on staff relief, deferring paynments to

creditors and the |ike.

* it is the view of sone hospital
adnministrators that it is a hospital's
role to accept all patients seeking
admi ssion, from whatever source, and
that it is the Health Commission's
responsibility to take the necessary
action to either reduce the nunbers

of such patients or re-direct them



The Committee rejects any contention
that hospitals involved in the rationalisation progranmes
had grounds for believing that if they achi eved the
savings required in 19 79/80 they would be able to
revert to their previous level of activity in 1980/ 81.
On the evidence presented to the Commttee the steps
taken by the Mnister for Health and the Health
Conmi ssion to spell out the purpose of the
rationalisation proposals and their financial
inplications were such that, as observed by one
Regi onal Drector of the Health Commission, the fact
that hospitals would not be bailed out at the end of
the year "must have been apparent to any reasonably

intelligent, perceptive hospital admnistrator"”.

The Committee also rejects the contention that the Health

Conmi ssi on shoul d accept responsibility for the direct control of
patient flows. Wil e the Conmission has an inportant role to
play in providing advice and assistance to hospitals, it is the

hospi tal s whi ch have, or shoul d have, control over adm ssions.

In the Committee's view hospitals nust accept responsibility
for their failure to reduce activity.

It is easy to nake the observation in retrospect, as many
have, that the problemw th the 1979/80 rationalisation progranme
was that it was expressed in terns of bed reductions rather than
speci fic service reductions. However, it seens to the
Committee to be a poor reflection on the hospitals for themto
suggest that the Heal th Conm ssion shoul d have been expected to
dictate in chapter and verse how they should line up their |evels

of activity with the financial resources provided.



That is not to say that the Coomittee thinks that effecting
across-the-board bed reductions is the best approach to
rationalisation. In fact it is obvious that nuch greater financia
benefits would flow fromthe re-direction of whole services or service

units.

The Committee recomrends that:

* in the event of future rationalisation
of hospital services the follow ng

nmeasures shoul d be taken

* adjustrments to hospital budgets
to reflect proposed service
reductions shoul d be based on
clearly defined and realistic
plans prov iding for real and

conti nui ng savi ngs.

* such adj ustrments shoul d be revi ened
in the light of unforeseen and
unavoi dabl e ci rcunstances affecting

i npl erent ati on of the plans.

* the introduction of new services
dependent upon savings resulting
from service reductions el sewhere
shoul d be programred in such a
manner that shoul d changed
ci rcunstances result in the
savings not being fully realisabl ei
expendi ture on new services can

curtailed or elininated as necessary.



* the provision of additional funds to adjust hospital budgets for
non- realisation of savings due to | ower

than anticipated attrition rates

shoul d not be granted unless the

Heal t h Commi ssion has satisfied

itself after a detailed review of

the position that everything possible

has been done to achi eve those savi ngs.

* there should be full consultation
bet ween the Heal th Comm ssi on and
hospital s affected by rationalisation
reductions and a cl ear understandi ng
reached as to the steps necessary to
ensure a reduction of services in
real terns. The Heal th Commi ssi on
shoul d advi se and assist with any

speci al problemareas identified.

*future rationalisation programres shoul d concentrate to the
maxi mum extent practicable on the re-direction of whole services

or service units.



STAFF ESTABLI SHVENTS

The maj or ares. of expenditure in public hospitals is
sal ari es and wages whi ch accounts for approximately 70 - 75% of gross
operating paynments. It is apparent to the Conmittee that a revi ew of
staff establishment policies in public hospitals is required to bring
theminto line with the realities of health care financing in the

1980' s.

Staff establishments are set by the Regional Offices of the
Heal th Commission for all public hospitals. Adherence to this
establishnent is one of the conditions attached to the paynent of
subsidy to public hospitals by the Health Conm ssion. The establishment
set by the Commission is not sinply a maxi mum nunber of staff that may
be enpl oyed but a detailed listing of staff nunbers by functional
category (e.g. medical, nursing, ancillary services, catering,
domestic, maintenance, etc.). These broad categories are then
subdi vi ded into specific groupi ngs based on award cl assifications.
The approval of the Health Commission is required to nake adj ustments

including those that do not alter the total staff establishnent
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Prior to the 1978/ 79 financial year, hospitals conpiled their
budgetary estimates for sal aries and wages through a detail ed costing
based on their approved staff establishnent. in 1978/ 79 this
procedure was altered by the Comm ssion and estinates are now based on

the previous year's budget plus award vari ations.

Evidence to the Committee froma nunber of hospitals
indicates that they have failed to appreciate the effects of this
change in funding of salaries and wages by the Commi ssion. Sal ari es
and wages budgets are no longer tied to staff establishnents, but are

i nst ead. based on the funds avail able to the Commi ssion.

A nunber of hospitals appear to regard the staff
establ i shment as being the m ni mum nunber of staff required to operate
the hospital rather than a control mechanismto set a ceiling on staff
nunber s enpl oyed. This attitude is fostered by departnental heads
within the hospital and the enpl oyee industrial associations.
Qearly, such an attitude ignores the financial reality facing

hospital s and the Heal th Commi ssi on.
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The detailed nature of current staff establishnents al so
reduces the flexibility available to hospital managerment to adj ust
staff levels to meet changes in both the activity of the hospital and
the financial clinate. Wil e the Heal th Conmi ssion has indicated
that it will facilitate appropriate interchanges between categories
within hospital establishments, the resources are not available to
regularly review and adjust staff establishnents for every hospital in

the State.

Conti nued adherence to the concept of a rigid detailed staff
establishment will only hinder the efficient utilisation of staff in
public hospitals and provide a conveni ent excuse for sone hospitals to

avoid their financial responsibilities

Some control mechani sns, however, are needed. As poi nted
out el sewhere in this report, the medical profession |argely determnes
the activity and utilisation of public hospitals. Cearly thereis a
need to control the nunber of doctors appointed to, or enployed by,
hospitals to ensure that they are appropriate to the health care needs

of the comunity.



For other categories of staff the Conmttee would only see a
need for controls to be inposed in situations where the staffing of a

particul ar hospital was of concern to the Commi ssion.

The adoption of this approach woul d provide hospitals with
greater flexibility in staffing while at the same tine requiring
hospitals to fully accept their financial responsibilities in this

ar ea.

The Committee recomrends that:

* the setting of staff establishments,
other than for medical practitioners

for each hospital be discontinued.

* hospitals be totally responsible for
their staffing |evels subject to the

funds avail abl e.

* where a hospital exceeds its salaries
and wages budget consi deration shoul d
be given to the inposition by the
Heal t h Commi ssion of controls on
that hospital's staffing appoi ntments

for such time as is necessary.



PROVI SI ON FCR AWARD QOCSTS

I nadequat e financial provision to neet increased costs
arising fromaward variations to salaries and wages was cited by a
nunber of hospitals as a factor in their 1980/ 81 expenditure over-runs.

In some cases the amounts invol ved were quite significant.

Funding for award variation costs is normally excluded from
the initial budget allocations nmade to hospitals but, as award
variations occur, supplenentary funds are provi ded based on the
cal cul ated actual costs invol ved. Returns derailing these costs are
furni shed by the hospitals to the Regional O'fices of the Health
Conmi ssi on and, subject to the Conm ssion's acceptance of those

figures, the budgets are adjusted accordingly.

Fromthe evidence subnmtted to the Conmttee it has been
concl uded that the main reason for the difference between the funds
allocated for award variations and the costs as clained by the
hospital s was that the forner were based on the approved budgets for
sal ari es and wages whereas the latter were calculated either on staff

establishnents or actual staff |evels.



The inplications are twofol d:

* to the extent that staff establishnents

are used as the basis for the calculation

and actual staffing | evels are bel ow that

| evel there would be an overstatenment of

the cost of the award variations and,

if

funded on that basis, the hospitals woul d

be provided with excess funds;

* even though hospitals may have correctly

cal cul ated the real cost of award increases,

based on actual staff levels, if those

staff

level s were in excess of the |evels supported

by the base budget allocation for salaries

and wages then the award variati on costs

wi |l correspondingly be in excess of the

budget ed provi si ons.

If hospital expenditure is to be controlled wthin approved

budgets, it is clear that provisions for the cost of
nmust simlarly be geared to those linitations. In
provi sion of supplenmentary funds for such variations
determned on the basis of actual salaries and wages
provi ded they do not exceed the budgeted | evels, and

levels if they do.

award vari ations
other words, the
shoul d be

cost |evels

on the hodgered
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There is a marked lack of uniformty of procedure at Hospita
and Health Comm ssion level relating to the provision of additional
funds for these variations, which in some cases has obviously
conpounded t he probl ens experienced. It is noted that in a nunber of
i nstances the higher provisions clainmed by hospital s were wongly
supported at Regional Ofice level, requiring reductions to hospita

al locations on this account after the close of the financial year.

Ref erence was al so made in evidence that the use of figures
furni shed by the HOSPAY sal aries systemresults in an overstatement of
award cost variations, as those figures are based on staff

est abl i shnent s.

The Committee recomrends that:

* the basis for deternination of
suppl ementary al |l ocations of funds
to meet award costs shoul d be the
actual or budgeted | evel of salaries
and wages expenditure, whichever is

t he | ess.

* all hospitals should be clearly inforned
to this effect and the existing systens of
calculating the costs of award vari ations
shoul d be reviewed to ensure that future

clainms accord with this principle.
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prior to approving suppl enentary
funds for award variation costs the
claims made by hospital s shoul d be
carefully reviewed by the Health

Cormmi ssi on.



PROVI SI ON FCR NEW UNI TS

Approval for the introduction of all new or expanded services
of any significance (termed "new units") nust be obtained fromthe

central office of the Health Conm ssion.

A nunber of hospitals pointed to inadequate financial
provision for the cost of approved new units as factors in their

1980/ 81 expenditure over-runs.

The nost significant of these were Cosford and. Royal

Newcast | e hospitals.

CGosford Hospital claimed it required $477,250 for the cost of
1980/81 relief staff for its new unit which comrenced operation on 21
Mar ch, 1980. However, the funds provi ded by the Comm ssi on anount ed

to only $152, 000.

The Committee has been unable to elicit the full facts of

this matter and obtain satisfactory expl anations.

I'n evidence, the Northern Metropolitan Regional Ofice
supported the hospital's claim notwithstanding that the initial

estimate of $152,000 was nmade by the Regional Ofice.
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In aletter dated 15 February, 1982, the Regional Ofice
expl ai ned that the probl emwas caused by the Hospital's
"msinterpretation” of the Comm ssion's definition of "opening date"
for newunits, i.e., the Hospital advised the Regional Ofice that the
openi ng date was the date on which the first patient was adnmitted "viz:
February/ March, 1980", rather than the date when the first staff were
engaged "whi ch was Novenber/Decenber, 1979" Thi s neant, according
to the Regional Ofice, that the need for relief staff in 1980/81 arose
nmuch earlier than 1 February, 1981 - the date upon which the Regional
O fice had based its estimate of $152,000 which was submtted "for
Commonweal th approval at the State Standing Committee neetings in My,

1980".

After considering all the evidence the Committee has
concl uded that the major factors | eading to the overexpenditure by

Cosford were:

* the Hospital proceeded with the
appoi ntments without the specific
approval of the Heal th Comm ssion
and in anticipation of funding

approval .

* the Regional Ofice of the Health
Comm ssion was not aware of the true
position and based its funding request
to the Central Cfice on incorrect

assunpti ons.



* no action was taken to adj ust
the Hospital's budget when the true

posi tion was ascert ai ned.

The Commi ttee has nmade persistent attenpts, without success,
toelicit a satisfactory answer to the direct question as to whether
there was a real need for the hospital to appoint as nany relief staff
as early as it did. In these circunstances, and having regard to
evi dence concerning the staged introduction of the new services, the

Committee has concluded that the need was not real.

In respect of Royal Newcastle Hospital, Health Comm ssion
approval was given for staffing of the new CAT scanner and the Qi nical
Sci ences Buil ding. However, no financial provision was nmade either in

the original budget or by way of supplenmentary allocation.

It appears that approval was conveyed for the appointment of
staff and advice given that supplenmentary fonds woul d be avail abl e
prior to the finalisation of hospital budgets. However, because of

t he worseni ng budgetary situation, these funds did not eventuate

The Royal Newcastle Hospital was al ready over budget for
ot her reasons and the invetiable outcone was that their position
worsened to the extend of the cost of these new units, identified as

$82, 000.



The Committee believes there is a need for tighter control
and direction to be exercised in respect of new unit approval s and for
better co-ordination between the authority to proceed and the provision

of funds.

The Committee recomrends that:

* the Heal th Conmi ssion take action
to ensure that hospitals do not
proceed with the appoi nt nent of
staff for new units except in
accordance with a timetable
.specifically approved in witing

by the Heal th Comm ssi on.

* the Heal th Conmi ssion shoul d not
approve of new units bei ng brought
into operation until the necessary

funds have al so been approved.



COVMUN CATI ON PRCBLEMS

The Commttee was surprised at the degree of confusion anong
hospital s about the details of specific inclusions or adjustments in
their budgets. The confusi on was such that, even at the time of the
Committee's hearings sone six nonths after the close of the financial
year, derails of the 1980/81 budgets as advised by the Health

Commi ssi on and the hospitals could not be readily reconcil ed.

The Committee is of the viewthat a significant factor in
this confusion is the inadequacy of information provided by the
Regi onal Ofices of the Health Commi ssion in correspondence advi sing
the hospitals of their allocations. In particular, problens were
caused by the | ack of specific detail about anounts included for itens
such as award costs, |long service | eave paynments and new units, and of
adj ustments made in respect of expenditure over-runs in the previous

year.

There was al so consi derabl e confusion in some evidence given
to the Comittee. The Hunter Regional Ofice, for exanple, initially
contended that the reason for the cut back in the Royal Newcastle
Hospital budget was that the Region's overall budget had been cut back.
Six days later the Regional Office flalty contradicted its own

contenti on.



The lack of specific details in the Central Ofice's
instructions to the Regions on 1980/81 interi mbudgets was al so a

weakness.

The general |evel of communication between hospital
adnministrations and their medical staff is unsatisfactory. Wi | e
there are various informal comunication channel s which may work from
time totime, it is clearly of paramount inportance that at all
hospital s the nedical practitioners be fully aware of and involved in
t he resource rmanagenent of the hospital. It was notabl e that of
hundreds of internal nenoranda on the subject of budgets which were
provided to the Committee by way of evidence of activity by hospital
adm ni strators, the majority were not communicated to the nedical staff
organi sations. A formal commtnent by the body of nedical practitioners
at a hospital to cost containnent is an essesntial prerequisite to any

meani ngful activity in this regard.

The Committee recomrends that:

* the Heal t h Comm ssi on shoul d review

the processes of consultation and

comuni cation to ensure that:



full details of interimand
final budgets and all relevant
factors pertaining thereto are
conveyed to Regional Ofices by
the Central Ofice of the Health

Commi ssi on.

the hospitals are properly informed
as to the basis upon which their
initial estimates shoul d be prepared
and given foil details of the
variations enbodied in their

actual budgets.

speci fic exclusions for specia
itens such as sward costs, |ong
servi ce | eave paynments and new

units should be fully detailed

hospi tal s i npl enent appropriate fornal
communi cation processes with their

nmedi cal staff.



CLERI CAL ERRCRS AND M SUNDERSTANDI NGS

The Committee heard evidence of a nunmber of instances of
clerical errors or m sunderstandi ngs by hospitals. Not abl e anong
these were the explanations submtted by the Royal Prince Alfred
Hospital in respect of an anount of $409,000 identified as "Qerica

probl ens of setting the budget"

The Hospital advised that over-runs in expenditure to this

total anount occurred due to two factors:

* an incorrect assunption that
the interimbudget excluded
provision for the salaries and
wages costs ($171,000) of a
new regi onal conputer service
The error was not di scovered
until the final budget was

recei ved.

* a doubl e counting of the cost
of the July, 1980, Nationa
Wage Case for Medical Relief
Wr kers ($238, 000) .



In, the Coonmittee's view these instances point to the need
for a tightening of hospital budgeting and financial control

procedur es.

The Committee recomrends that:

* hospital s review their budgetary
and financial control procedures
to avoid clerical errors |eading

to expendi ture over-runs.



-62-

DI STCRTI ON G- CASH FLONS

A nunber of hospitals referred to the adverse effects of the
Heal th Commission's practice, apparently until as late as 1978/ 79, of

"dunpi ng funds" at the end of the financial year.

Royal Prince Alfred Hospital gave evidence that it was
requested in June, 1979, to exceed its "other goods and services"
budget by $1, 165, 000. Funds to this anmount were applied to the purchase
of goods and paynents in advance for services such as rents, |ease
payments and i nsurance prem uns. As a result 1978/ 79 expenditure was
abnormal Iy inflated and 1979/ 80 defl ated, seriously distorting

subsequent years budgetary formul ations

Referring to a graph depicting expenditure on food, drugs and
nmedi cal / surgi cal supplies, Wl | ongong Hospital stated: "It is also
worthy of note that the peak in. April/June, 1979, shows how 'end of
the year' Comm ssion surplus funds were used to increase stocks. In the
correspondi ng period, April/June, 1980, when nornmal 'end of the year'
surpl uses were not provided, stocks were partly run down, resulting in

maj or increases in expenditure in July/Septenber, 1980"
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Sydney Hospital reported simlar experiences: "The goods and
servi ces budget has been a mess for a long time ... The last time
when it really got nessy was in June, 1978. In the last two or three
weeks of that nonth we were given half a nillion dollars to spend as
quickly as we could ... The system of control was to keep the budget

fairly low and an interi mbudget woul d be given during the year, after

the Budget was given in Parliament ... There woul d be increases that
woul d corme to us suddenly towards April. The peopl e working within
the systemwere used to doing it this way. W did not agree with it.

We did not like it".

It appears that with the objective of nininising hospital
expectations, and thereby avoi ding overall expenditure over-runs, it
was a common practice until 1978/ 79 for Regional Ofices of the
Conmi ssion to hol d back sonme proportion of the funds allocated to them
Predi ctabl y, when hospitals becane acquainted with this system it had

the reverse effect.

The Comm ssion's desire to keep the funds all ocated for
hospitals '"within the system also resulted in the unsolicited
distribution late in the financial year of what woul d ot herw se have

been genui ne savi ngs.



The Comm ttee has no doubt that these practices contributed
towards the '"credibility gap' referred to in an earlier section of this
report. They also distorted the pattern of cash flows and contributed
towards the probl ens hospitals experienced in keeping within their

1980/ 81 budget s.

The Committee recomrends that:

* with the exception of funds required to
be held in reserve for specific but as
yet unquantified requirenents such as
future award variations, new unit
provi sions and ot her special factors,
funds provided to Regional Ofices of
the Heal th Commi ssion for hospital
operating costs should be fully
allocated to the hospitals in their
budget s. Hospital s should be clearly
informed that it is their responsibility

to set aside reserves to neet contingencies.



ROLE CHANGES, HOSPI TAL BUDGETS AND REG ONAL EQUI TY

"Thou shalt grow and wither"

Subm ssion fromthe Newcastle Mater M sericordi ae Hospital, 8 Decenber,

1981.

Hospital s voiced the sane general criticisnms of the
incremental budgeting process to this Conmmttee as they put to the
Jam son Commi ssion of Inquiry in 1980. In particular it was argued
that an allocation based on the previous year's budget, plus an
al l owance for inflation and new units, |largely maintains hospital
services at a level and intensity which nay no | onger be appropriate.
The allocation is therefore insensitive to the changing role of

hospitals and rel ative | evels of efficiency between hospitals.

The Jam son I nquiry had recomrended that "State health
authorities nmove towards inplenentation of output related nethods of
budgeting as a matter of urgency" and. that funding be established on a
needs basi s. The Conmittee sees a need for sone all owance in
hospital budgets for the inpact of role changes and recogni ses that
this will involve redistribution of resources between Regi ons and

hospital s.



At the outset of the Conmmttee's deliberations Royal Prince
A fred Hospital argued that the delineation of hospital roles should be
an essential part of the budget process: ""If you are really talking
about establishing proper budgets those proper budgets shoul d be
establ i shed agai nst an agreed role of hospitals ... | think our budgets
ought to be based on managenent information systens that give us
know edge of what is happening at a cost responsibility |evel". The
Hospital indicated that hospital roles should be delineated by the

Heal t h Conmi ssi on.

Sydney Hospital responded to questioning on the expl anation
of its goods and services over-run by pointing to the need to
rationalise nedical services by relocating nedical staff between
hospi tal s. The Hospital recomrended that medical staff
establ i shnents should be reviewed in line with the defined role of each
hospi tal . The Conmittee's viewis that this is an. area requiring

joint action by hospitals and the Heal th Conmi ssi on.

(ne devel opi ng hospital adversely affected by the increnental
budgeti ng procedure was Wl | ongong. The Hospital attributes the najor
increase in its other goods and services expenditure to the referral
and specialist units recently established, the acconpanyi ng appoi nt ment
of six staff specialists and an increase of 16 per cent in the nunber

of visiting medical staff.



In recent years this Hospital has appointed, with the
approval of the Health Comm ssion, a nunber of specialists such as
renal physicians, intensivists, a physician in nuclear nedicine,
haemat ol ogi sts, a staff anaesthetist and a director of energency

servi ces.

Wil e the necessary funding of these positions was apparently
adequately catered for, no provision was nade for the substanti al
increases in associated indirect costs, particularly in areas such as-
drugs, pathol ogy requisites, nuclear nedicine requisites, and
r adi oi sot opes whi ch inevitably acconpani ed this increased specialistion

of services.

What happened in effect was that there was a change in the
Hospital's role, the full financial inplications of which were not

taken into account.

Changes in roles and increasing | evels of patient activity
shoul d not be confused. The |l atter can be acconmodat ed by the
introduction of tighter adm ssion control policies consistent with the
defined rol e of the hospital. The Conmi ssion has stated that
"traditionally hospital s have operated with a fairly |aissez-faire

adni ssion policy".
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The Heal th Commi ssion has pointed out that in setting
Regi onal budgets in recent years it has taken into consideration the
target regional shares determned by the Regional Resource Al location
Formul a. Thi s popul ati on-based fornul a i ncorporates a specific cost
al l onance for teaching/specialist hospital "beds" in each Region.
Wile Illawarra was spared fromthe 1979/ 80 bed rationalisation
programme, its actual share of hospital funding has renained belowits

target share.

In the case of the Hunter Region, which the Royal Newcastle Hospital
clains is also a health scarcity Region, the Health Commi ssion advi sed
that "we have resourced the Royal Newcastle bed days and the Mater

War at ah bed days at the average cost of teaching hospitals in New South

Wal es, which is well above the average cost generally. The net
result is that the Hunter Region still cones out showing a favourable
set of resources when conpared to the State average ...". It has

been suggested that Regional Ofices of the GConm ssion shoul d give
greater consideration to allocating resources between hospitals using

an approach simlar to the Resource Al ocation Formul a.



The Committee' views the delineation of hospital
roles and the clinical privileges of nedical practitioners as essential
ingredients of any expenditure control and financial managenent
strat egy. Wien |inked to the devel opment and nonitoring of hospita
budgets on a departmental basis, such action will encourage restraint
on the nunber of inappropriate and unnecessary procedures and will
assi st in reducing pressures on hospital budgets arising fromthe

expansi on of new servi ces.

The devel oprent of new hospital services must be planned in
an orderly way consistent with the | evel of resources available to the
hospital . The detail ed conponents of the role delineation process wll

be further dealt with in the Conmttee's final report.

The Committee recomrends that:

* hospi tal budgets should contain a
specifically identifiable adjustment

for rol e changes.

* hospi tal budgets should be built up

and nonitored on a departnental basis.

* resource allocation within regions
shoul d be based on cl early defined

and under st ood f or mul ae.



ROLE COF THE MEDI CAL PRCFESSI ON

Subni ssions fromhospitals and evi dence taken by the
Committee have highlighted the nedical profession's role in generating

hospi tal expenditure.

Wi | e patient expectations have risen with the increasing
nmedia attention given to advances in medical care and technol ogy, once
contact is made with the medi cal profession nost aspects of the

patient's treatment are dictated by the attendi ng nedical practitioner.

The adm ssion of the patient, the ordering of pathol ogy, x-
ray and ot her investigations, the type of surgery performed, the drugs
prescribed and the length of stay in hospital are all controlled by the

nmedi cal pr of essi on.

Despite this nmajor role in generating hospital expenditure,
doctors' activities are not effectively nonitored and controlled by

either hospitals of the Health Cormmi ssion.
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The influence of the medical profession extends beyond the
i ndi vidual hospital to which they are appointed. In evidence to the
Committee fromboth hospitals and the Conmission it is apparent that
doctor referral networks have distorted the distribution of health care

services in the State.

Anong the factors that prevented full inplementation of the
1979/ 80 hospital rationalisation programme was the rigidity of doctor
referral patterns. Though additi onal beds were opened at West mead
Hospital, many doctors in the Wstern Suburbs continued to refer their

patients to the Royal Prince Alfred and other inner city hospitals

Wile the Conmittee accepts the desirability of an efficient
doctor referral network there is an obvious need to rationalise nedical
appoi ntments at public hospitals to ensure that they are appropriate to

the needs of the conmunity.

Though the automatic right of access to a public hospital for
| ocal nedical practitioners was withdrawn in July, 1978, follow ng
repeal of Regul ation 48 under the Public Hospitals Act, insufficient
attention has been paid to the appoi ntment procedures for visiting
nmedi cal practitioners. Despite the clear association between the
nunber of doctors appointed to a hospital and the cost of operating the
hospital, realistic establishnents for visiting nedical practitioners

have not been set in all hospitals. In situations



where establishments have been set it is apparent that there
have not been regular reviews to ensure that both the nunber and

specialty mx of doctors remains appropriate.

I'n appointing visiting medi cal practitioners
i nadequate attention is given to defining the type of activities that
may be undertaken by the doctor in the hospital. Many exanpl es were
given to the Conmmittee of instances where a doctor has carried out
procedures inappropriate to the role of the hospital. The
appoi ntment of a general practitioner with an interest in orthopaedics,
for exanple, can transforma community hospital into an orthopaedic
centre in a very short space of tine in the absence of clearly defined

condi tions of appointment.

Once appointed to a hospital, visiting nedical practitioners
currently have a legitimate expectation of automatic re-appoi nt nent
every three years. Hospital s do not appear to have adequate,
conprehensive and relevant criteria for considering the desirability of

re-appoi nting visiting nedical practitioners.

Wde variations exist in the treatnent of patients with
simlar illnesses. These variations are largely the result of the
treatment preferences of medical practitioners. Wile the Committee
accepts that no two patients will have identical problens, evidence
froma nunber of hospitals indicates that many variations in treatnent

cannot be justified and generates unnecessary hospital expenditure.



Exanpl es given to the Committee include a study of the
charges over a six nmonth period incurred by patients di scharged from
the Reval Prince Alfred Hospital following a heart attack. The
indicated a significant difference between costs of a cardiotogist and
a general physician. At a country hospital 25% of one general
practitioner's obstetric patients had their babies delivered by
caesari an section. Afellow GP, with a simlar nunber of patients,
had a caesarian section rate. of only 5.7.% In the, e sane hospital
one doctor used an anaesthetic drug that was eight tines as expensive

as an equal ly effective alternative used by other doctors.

In a large teaching hospital in. Sydney, a review of the use
of diagnostic services by two groups of specialists denonstrated use by
one group in sone services nmore than 100% hi gher than use by the other

group in treating patients with the sane condition.

A study by the Health Comm ssion of surgical procedures in
New South Wal es in 1979 al so highlights variations between health
regions in the incidence of conmon surgical procedures. Wien
standardi sed for age/sex differences in the popul ation the rates of
tonsill ectony and adenoi dectony varied by as much as 56%fromthe State
average in one region. The di fferences between individual regions
were of the order of 62%in the case of appendi cectony, 42%for
chol ecystectony, 31%for hysterectony and 58%in the case of tubal
|igations. Regi ons such as the Western Metropolitan, North Coast
and Il lawarra had consistently high rates of surgery after adjustnents

for differences in age and sex.
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Unnecessary hospitalisation and prol onged | engths of stay
al so generate costs to the hospital. At one hospital, following a
warning to the doctors by the Chief Executive Oficer, 15 patients were
di schar ged over ni ght . Evi dence to the Commttee highlighted the | ack
of appropriate adm ssions policies. At a nunber of hospitals problens
are being experienced with doctors sendi ng non-urgent cases to casualty
departments for adm ssion by-passing the hospital's nornal adnission

procedur es.

Wth the need to ensure that expenditure on health care is
appropriate and cost-effective the introduction of nechanisnms to
noni t or doctor behaviour in public hospitals is required. Wi | e sone
tentative steps have been taken, a conprehensive programre does not
exi st. The Conmmittee endorses the views expressed by the Roya
Prince Alfred Hospital as to the need to nake doctors accountabl e for

the costs they generate.

The Committee sees a need to further exam ne:

* the appropriateness of current visiting

nmedi cal practitioner establishnents.

* hospital based programmes to nonitor and
regularly review the provision of nedical

servi ces by each doctor in public hospitals



* the desirability of making participation
in such programres a condition of
appoi ntment for each visiting nedical

practitioner.

* the delineation of hospital roles.

* the delineation of clinical privileges

for each nedical practitioner.

These matters will be dealt with in the Commttee's final report.



REUNERATI ON OF MEDI CAL PRACTI TI ONERS

Paynents to nedical practitioners in New South Wal es public
hospitals in 1980/81 totalled $110.8 mllion. I'n addition,
practitioners receive income fromcharging private patients who anount
to approximately 55%of the total patients treated. Details of these

earnings are not available to the Conmmittee or the Heal th Conmi ssi on.

Included in the figure of $110.8 mllion are paynents nade to
sal ari ed medi cal staff and payments nmade to visiting medica
practitioners for their services to "hospital” (i.e. public) patients.
Sal aried medical staff include interns, residents and registrars as
well as salaried staff specialistS. Payments nmade to visiting medica
practitioners are essentially of two types - fee for service and

sessi onal payment .

The tabl e bel ow details payrments nmade to medical practitioners for the

years 1978/ 79 to 1980/ 81

PAYMENTS 1 TO MEDI CAL PRACTI TI ONERS

NEW SQUTH WALES PUBLI C HOSPI TALS (1978 - 1981)
Cat egory 1978/ 79 1979/ 80 1980/ 81
$ $ $
Sal aried Staff 67,534, 564 73, 540, 317 76, 659, 188
Sessi onal Paymnents 6, 694, 606 10, 465, 729 19, 077, 624
Fee for Service 13, 312, 270 15, 175, 916 12, 964, 026
C her 2,483,091 2, 681, 948 2,120, 161
TOTAL $90, 024, 531 $101, 863, 910 $110, 820, 999

1 Excludes incone received fromcharging private patients
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Salaried Staff Specialists

The salary range of staff specialists enployed in in New
South Wal es public hospitals is currently $33,578 to $45, 695.
However, under an arrangenent negoti ated between the Heal th Comm ssion
and their industrial association, the Public Medical Oficers
Associ ation, salaried staff specialists may el ect to receive additional
i ncome through charging private patients treated in the hospital.

The arrangenent becare effective on 1 Cctober, 1976.

There are three basic schenes of el ection:

Schenme A Under this arrangenent the staff specialist is paid an
addi tional allowance equal to 16%of the appropriate award sal ary. The
cost of fares and ot her expenses associated with conference and study
| eave are net by the hospital. The payment of the allowance is
conditional upon the specialist giving the hospital witten authority
to render accounts in his name to any private patients he may see.

This revenue is retained by the hospital.



Schene B: Under this arrangenent accounts are rendered to private
patients by the hospital on behal f of the salaried specialists. From
the revenue col |l ected a percentage, varying according to the nature of
the specialty involved, of between 20 and 90%is retained by the

hospi tal . Fromthe renmai nder the specialist nay receive an al |l owance
not exceeding 16% of his award salary with the resi due being paid into
a trust fund for use at the specialist's discretion for travel,

research and equi prent .

Schenme C Under this arrangenent the staff specialist elects to
forego a percentage, up to a ceiling of 25% of salary in return for
the right to receive fromprivate patients an anmount equivalent to four
times the salary foregone. The hospital takes a percentage of the
revenue as in Schene B with the residue going to a trust fund for use
at the specialist's discretion for travel, research and equi prent.
Under Schene C the staff specialist may increase his base salary to

bet wveen $58, 761 and $79, 966.

In addition to the salary fromthe hospital and incore
recei ved through charging private patients, the overheads of operating
the specialist's practice (e.g. office, secretary, superannuation, |ong

servi ce | eave, worker's conpensation) are met by the hospital.



Paynents to Visiting Medical Practitioners

Visiting nedical practitioners are doctors in private
practice appointed to public hospitals. They charge their private
patients directly retaining all revenue raised. For services to
"hospital" patients they are paid directly by the hospital. There are

two such methods of payment - sessional and fee for service.

Sessi onal Paynents

This formof payment is used in all metropolitan and naj or
country hospitals. Payment is based on an all inclusive hourly rate
determned by arbitration between the Australian Medical Association
and the Heal th Comm ssion before a Judge of the New South Wl es

I ndustrial Conm ssion.

The current base hourly rates range from $22 for a general
practitioner to $38 for a senior specialist. Additional paynents are
nmade for being on-call and call-backs to the hospital. Base paynents
are limted to a maxi mum of $34, 670 per annum (senior speciali st

rates).

Despite early resistance by the nedical profession to the
introduction of sessional paynents, the majority of visiting medical
practitioners have accepted sessional paynent in the hospitals using

this formof renuneration.
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Fee for Service Paynents

Fee for service paynents in respect of the treatnent of
"hospital" patients are now confined to small country hospitals.
Payment is nmade to the doctor for each service rendered to the patient

based on 75% of the nedi cal benefit schedul e fee.

Incone received is directly related to the nunber of services
provi ded by the doctor. Evidence given to the Committee by a nunber of
country hospitals indicates that fee for service paynents to individual
doct ors often exceed $25, 000. To this figure nmust be added the

i ncome received fromcharging private patients.

Areas of Concern

Apart fromthe obvious inportance of payments to medical
practitioners in pure dollar terns, the Conmittee' s investigations have

hi ghli ghted a nunber of areas of concern.

Princi pal anmongst these is the inherent undesirability of fee
for service renunerati on of medical practitioners. Payment for each
servi ce rendered provides an incentive to provide unnecessary nedi cal
servi ces. Unnecessary services include inappropriate adni ssions,
prolonged length of stay in hospital, unnecessary or inappropriate

investigations and in sone instances unnecessary surgical procedures.



Evi dence received by the Conmmittee indicates that there is a
40% hi gher inci dence of common surgical procedures per head of
popul ation in New South Wl es when conpared with Queensl and. The
Committee has noted with interest that fee for service nmedicine is

largely non-existent in the Queensl and public hospital system

Evi dence given to the Committee concerning fee for service
payments for services to "hospital" patients in country hospitals
suggest that this formof payment encourages unnecessary medi cal
services. In a nunber of country hospitals the increases in total
payments to visiting medical practitioners follows closely an increase
in the nunber-of doctors appointed to the hospital. (e hospi tal
subnmission to the Committee noted that the reason for a sudden increase
in payments to a new nedi cal practitioner was the "need" for the doctor
concerned to admt his patients to hospital in order to create an
adequat e medi cal record as the previous doctor had taken his records
with him Paynents to a medical practitioner declined significantly at
a country hospital follow ng the introduction by the hospital of a
requirenent that the doctor concerned notate the patient's medical
record each tine a service was rendered. At anot her hospital, a
di scussion with the doctors in the town resulted in a fall of 18%in

the hospital's activity |evel.
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The Committee's concern is not confined to fee for service
payments for services to hospital patients. Sinmlar incentives for
i nappropriate and unnecessary nedi cal services exist in the care of
private patients in public hospitals. No controls exist in this area
as the fees charged by medical practitioners for services to private

patients are not subject to exam nation or regul ation by the hospital.

As discussed el sewhere in this report, the medical profession
is the principal deterninant of the activity and workload in the public
hospital system It is apparent to the Conmttee that there is a
need to examne the desirability of reducing or elimnating fee for
service nmedicine in the public hospital systemif the demand for public

hospital resources is to be effectively controlled.

A nunber of options have been identified by the Commttee as
warranting further consideration and will be dealt with in the final

report. These are:

* review of private practice arrangenents for staff

specialists

* introduction of charges for the use
of hospital facilities by medi cal

practitioners

* the extension of sessional payment

for services to all "hospital" patients

* the introduction of sessional paynent
for services to all patients (both
hospital and private) with no fees
bei ng rai sed by the attendi ng nedi cal

practitioner.
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Revi ew of Private Practice Arrangenents for Staff Specialists

Increasing public attention is being paid to private practice
arrangenments of this nature as they are seen to involve a "doubl e

payment" to staff specialists.

The arrangerents in New South Wales are out of line with
those adopted in other States. Wiereas other states linit
suppl ement ati on of base salaries to 25% Scheme Cin New South Wl es
al l ows a maxi mum suppl enment ati on of 75% In addition, hospitals have
little control over the use of trust fund nonies by staff specialists.
In the larger hospitals these funds are consi derabl e. At the Royal
Prince Alfred Hospital, for exanple, funds available to staff
specialists for travel, equi pment and research totalled $1.6 million in

1980/ 81. Private practice incone in that year totalled $5.4 nillion.

Evi dence froma najor Sydney teachi ng hospital indicates that
private practice arrangenents, particularly Schene C have infl uenced
the pattern of salaried medical staffing. Di agnosti c areas
(pathology and X-ray in particular) and other high revenue areas
provide a far higher income to staff specialists than other areas with
anore limted private practice -e.g. geriatrics, rehabilitation and

psychi atry.



These disparities are reinforced through departnental trust
funds with staff specialists in high revenue areas having |iberal
access to noney for travel, equipnent and research; It is apparent
to the Commttee that greater controls should be placed on the use of
trust funds to ensure that they are used for the benefit of the

hospital as a whol e rather than individual doctors and departnents.

Introduction of Charges for the Use of Hospital Facilities by Medical

Practitioners

Qurrently public hospital facilities for the treatnent of
private patients are provided at no charge to visiting nedical

practitioners.

Many hospital s have urged the Conmttee to examne the
desirability of introducing facility charges both as a neans of raising
addi tional revenue and to provide a disincentive to inappropriate

utilisation and overservicing in public hospitals.

Wiile this proposal has sone nmerit, the Conmmittee recogni ses
the need to avoid such a charge being passed onto the patient by the
nmedi cal practitioner. This nay occur directly or through an increase in

nmedi cal benefit schedul e fees follow ng application by the AMA



Ext ensi on of Sessional Paynments for Services to all "Hospital" Patients

Fol | owi ng the revised deternination by M Justice Macken on
sessional remuneration in Qctober, 1981, the Heal th Comm ssion believes
it is now cost effective to replace fee for service paynents with

sessional payments in smaller country hospitals

Ext ensi on of sessional paynents will produce savings in both
payments to visiting medicsl practitioners and overall hospital
expenditure by renoving the financial incentive to overservice

"hospital" patients.

The Introduction of Sessional Paynments for Services to all Patients in

Public Hospitals

The Committee has yet to consider this option in detail.
However, it represents an obvious alternative to the current pattern of
nmedi cal practitioner renuneration. The suggested attraction is the
potential to reduce the |evel of demand in the public hospital system
by reroving the incentive inherent in fee for service paynents for

overservicing and inappropriate utilisation of public hospitals.



Under such a schene, patients would not be charged nedi cal
fees by their doctor. I nstead, doctors would be renunerated on a

sessional basis by the hospital

Hospitals woul d therefore need to set a nedical service fee

in addition to the daily bed charge in order to finance

* t he sessional remuneration of

visiting medical practitioners

* the | oss of revenue currently
recei ved by hospitals as their
share of the private practice
earnings of their salaried

staff specialists

* any increased remuneration which
may need to be paid to salaried
staff specialists to conpensate
for their loss of fee for service

payments fromprivate patients

The medi cal service fee would be fully covered by basic

hospi tal insurance.

The associ ated increase in hospital insurance charges woul d

be offset by a fall in nedical insurance charges.



It is inportant to point out that under such a schene all

patients woul d have the right to choose their own doctor.

The sessional rate of remnuneration of doctors shoul d, of
course, be determned. by arbitration before a Judge of the Industrial
Conmi ssi on. This already occurs with the setting of sessional rates

for the treatnent of "hospital" patients.

In view of the far reaching nature of this proposal, the

Committee will not make a recommendation until its final report.

In the neantine, the Committee will seek the views of the
Austral i an Medi cal Association, the Public Medical Oficers
Associ ation, the Doctors Reform Society, the New South WAl es Health
Commi ssi on, and heal th insurance funds. Further hearings will be held

for this purpose.
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AMBULANCE SERVI CES

A nunber of hospitals in their subnissions to the Comittee
nom nated the increasing costs of inter-hospital patient transfer by

anbul ance as s factor in their budget over-expenditure.

Under the current charging arrangenents the hospital is
responsi bl e for neeting the anbul ance charges for all transport of
patients fromthe hospital to another hospital or health care facility.
The charges made by the New South Wl es Anbul ance Service are based on
the penalty charging scale for non-contributors to the Anrbul ance
Contribution Schene rather than the actual cost of the transfer. As
the costs of the transfer are met by the hospital the service is
essentially provided "free" to the patient and his/her attending
nmedi cal practitioner. In 1980/1981 the total amount paid by hospitals

for inter-hospital transfers was $11, 955, 005.

The inpact of these costs is particularly felt in country
hospital s. In evidence taken fromhospitals in the Mirray Regi on of
New Sout h Wl es, Anbul ance Transports represented a naj or area of
expense. At Balranald Hospital inter-hospital transfers were the
hi ghest single expense in Goods and Services (40% of total
expenditure). At Deniliquin Hospital expenditure on Anbul ance

Transport increased from $58,500 in 1978/79 to $123,968 in 1980/ 81.



The use of an anbul ance for inter-hospital transfer is
aut horised by the patient's doctor. From evi dence by hospitals to
the Commttee it is apparent that many of these transfers could be nore
econom cal |y undertaken by alternative neans -for exanple, taxis, hire
cars and comrercial airlines. The medical condition of many patients
does not require the use of the anbul ance servi ce. Wiere the patient
does require medical attention it can often be cheaper for the hospital
to send a nurse and/or doctor with the patient by coomercial airline
than use the Air Anbul ance. The Royal Newcastle Hospital, in
evidence to the Commttee described a saving of "about 90% of the cost
of conparabl e anbul ance service" through the use of hire cars for

inter-hospital transfers wherever possible.

Anot her area of concern is the transfer of patients by
anmbul ance to major nmetropolitan hospitals fromcountry areas when
appropriate facilities are available at a base or district hospital.
These transfers, based essentially on historical doctor referral
net wor ks, nmay bypass a cl oser appropriate hospital thus adding to the
cost of the anmbul ance transfer and placi ng an unnecessary denand on the

nmetropolitan hospital.

Wiile the Committee did not have available to it statistics
for the New South Wl es Anbul ance Service as a whole, figures obtained
for the Deniliquin Anbul ance Service suggest that the inappropriate
utilisation of anbul ance services has contributed to the growth in the

servi ce.



Deni | i qui n Anbul ance Servi ce

Staffing

Super i nt endent
Senior COficers

Anbul ance Oficers

Q her
TOTAL
Vehi cl es
Anbul ance
Day Care Bus
 her
TOTAL

Patients Transported

Acci dent

Medi cal / Sur gi cal
Day Treat ment
Conval escent

Sports Attendance

TOTAL

1971 198]

1 1

1 3

3 12

1 1

6 17

3 7

- 1

- 1

3 9

145 404
436 684
720 7,319
144 402

9 24
1,454 8, 833
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The Committee recomrends that:

* a separate inquiry be held into
the adm ni stration, financing and
utilisation of the New South Vel es
Armbul ance Servi ce, Armongst ot her

matters, the inquiry shoul d exan ne

* the use of anbul ances for
inter-hospital transfers
and the desirability of
alternative means of

transport.

* whet her the control nechani sns
required to ensure that the
ordering of anbul ance
transport by medi cal
practitioners is appropriate
to the health care .need of

patients.



