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HEALTH SERVICES — FINANCIAL SUSTAINABILITY 

Matter of Public Interest 

THE SPEAKER (Mr G.A. Woodhams): Members, today I received, within the prescribed time, a letter from 
the Leader of the Opposition in the following terms — 

Matter of Public Interest 

I wish to raise the following as a matter of public interest today. 

“This House expresses its deep concern about the future of health services in Western Australia 
following new evidence of financial mismanagement in the health system and in the State Budget.” 

The matter appears to me to be in order, and if at least five members stand in support of the matter being 
discussed, the matter can proceed. 

[At least five members rose in their places.] 

MR E.S. RIPPER (Belmont — Leader of the Opposition) [3.11 pm]: I move — 

That this house expresses its deep concern about the future of health services in Western Australia 
following new evidence of financial mismanagement in the health system and in the state budget. 

Health is the first responsibility of every state government. Health is the first priority of the Western Australian 
community. It is so important, and so expensive, that we spend 25 per cent of the state budget on health services. 
There is considerable doubt about the long-term financial sustainability of health services in every state, 
particularly in Western Australia. Will we be able to deliver, in a decade’s time, the quality of health services 
expected by our community at that time within the finances available to us? Health requires careful management 
of the portfolio itself and careful management of the state budget, otherwise we may well face a situation in 
which the people of Western Australia are not able to fairly access the quality health services that they require 
because the state government of the day will not have the financial resources to meet the needs of that system. 
Neither the health portfolio nor the state budget is being managed in a way that will give us confidence about the 
future of health services. 

I will begin with the health portfolio itself. There are two issues here: first, month-by-month management has 
been lacking and, second, the long-term strategy is deeply flawed. I will turn first to the long-term strategy. The 
very important Reid review reform program has degenerated into a hospital building program that is without 
genuine reform and lacks rationality. For gross, base political reasons, the government has decided to add 
another tertiary hospital to the configuration of tertiary hospitals in this state by trying to retain services at Royal 
Perth Hospital while funding the same services at Fiona Stanley Hospital. The whistle has been blown by the 
Department of Treasury and Finance. There is no future provision for the financing of these dual tertiary 
hospitals. As far as I am aware—the government has not reported anything since the last information it 
provided—there has not even been any consideration within the government of the total cost of that exercise. 
The government decided, for base political reasons, to campaign on the preservation of Royal Perth Hospital, but 
what the government has decided will result in an irrational expenditure of funds on an inefficient tertiary 
hospital system. 

Of course some services should be retained at the Royal Perth Hospital site, but the idea that we should have an 
additional tertiary hospital with the construction of the Fiona Stanley Hospital and the retention of Royal Perth 
Hospital as a tertiary hospital means only that the whole system will become unsustainable, and there will be 
serious negative consequences as a result of the government abandoning rational reform in the long-term interest 
of the sustainability of health services. Amongst those consequences will be a failure to spend on the general 
hospitals that we need in the suburbs, where people actually live. The whole reform program was based on 
rationalising tertiary hospital provision, getting the most modern facilities and the most modern methods of 
providing services in those tertiary hospitals, so that we can reduce the growth in costs. The second element of 
the program was to divert expenditure to new general hospitals in the suburbs where people live, where services 
can be provided in a more cost-efficient fashion.  

This type of program is not optional. It is absolutely essential that the government has a reform program like 
this; otherwise we run the serious risk that in 10 years’ time people in Western Australia are not going to get the 
health services that they need. This government is storing up a huge problem for the future by abandoning that 
careful, disciplined management of the health reform program and of the health budget. We are also seeing, 
month by month, complete inadequacy in the management of the health system. In this calendar year the 
government has raided special purpose funds, funded in part by donations from the public, to meet a budget 
blow-out in the health department. The effect of that has been to borrow from this year’s health budget to cover 
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up for financial mismanagement in last year’s health budget. We have a threat to services this year because the 
government could not manage its finances and its health system in the previous financial year.  

The government faced a choice. When the government was advised that the health system had this blow-out, the 
government could have provided the funds. Instead, it decided not to provide all the funds that the health 
department requested. The government told the health department to live within existing resources. The health 
department did not do that. It raided donations in order to cover the shortfall, in a short-term fashion, intending 
always to cut money available for services this year in order to return those misappropriated funds. In effect, if 
we take the combination of government decisions here, given a choice of providing the funds or cutting services, 
the government made a choice to cut services this year in order to deal with the financial mismanagement of the 
previous year.  

Let us go to the state budget. What the government needs to realise is that there is always less discretionary 
money available in the budget than would first appear. Always, money has to be set aside for the sorts of things 
that occur in any financial year. Often in a financial year there will be natural disasters and extensive bushfires. 
Often in a financial year there will be extra demand in the health system, which will need to be met by the 
government topping up the budget. If the government assumes that there is whole lot of free money that is 
available for discretionary purposes and gives it all to the National Party in an unsustainable deal to obtain 
political power, that government will have extreme difficulty in meeting crises and spikes in demand that occur 
from time to time in the health system. The government has always got to hold some money in reserve for 
health. Any financial manager in any state government always has to have something in reserve for health. That 
is one of the reasons the government needs a budget surplus.  

Why I am so concerned about the future of the health system is the evidence of the day-to-day mismanagement, 
the evidence of the long-term corruption of the reform program and the fact that the state budget is in a 
horrendous state. There will be no capacity in the state budget to deal with the problems that emerge in health 
and our people can only look forward to service cuts and more crises in health because the government has 
frittered away its capacity to deal with any problems that might emerge. The government is now living on 
borrowed money. The government is borrowing money to pay nurses’ wages and to put petrol in police cars. 
That is what being in deficit means. And there is no doubt in my mind that the state budget is sliding into a 
horrendous deficit.  

Dr K.D. Hames: Say that again.  

Mr E.S. RIPPER: There is no doubt in my mind it is sliding into a deficit with too much spending. This 
government has been spending at a rate recorded in the “Monthly Report of General Government Finances”. Its 
expenditure was 21 per cent higher in August 2009 than it was in August 2008.  

Mr T.R. Buswell: You know that that isn’t the true figure.  

Mr E.S. RIPPER: If I were to apply the Treasurer’s spin—that is, take out this and take out that—it would 
come down to 9.9 per cent. Any Treasurer can abstract this factor and that factor and say, “This is the underlying 
figure.” The fact is that there are always long-term underlying trends and there are always things that happen 
from year to year that are special to that particular year. However, there is no year when there are no special 
things that happen. Therefore, the calculation that produces an underlying growth of only 9.9 per cent is quite 
wrong.  

We are seeing too much spending and there will be too much spending to come, because all these things that 
should be in the budget are not. The budget includes $200 million in revenue for a royalty deal that the Premier 
has abandoned; it does not include $339 million for Oakajee; it does not include $236 million for Northbridge; it 
does not include $140 million for Midland; it does not include $119 million for the Esperance port; it does not 
provide money to keep the Royal Perth Hospital open; and it does not provide any money for the Premier’s 
waterfront project. The budget does not have the capacity to deal with the crises that will emerge in health. All 
we can look forward to in health is service cuts and that will be on top of the 10 per cent cuts in the South 
Metropolitan Area Health Service, denied by the minister but confirmed by document after document; on top of 
the 13 per cent cuts in mental health, denied by the minister but confirmed by document after document; and on 
top of the facilities that have been built but which the government refuses to staff.  

Given the state of this state’s budget, this is the future for Western Australian families: cuts to the most 
important service that the government delivers and skyrocketing family bills. There is mismanagement in the 
health portfolio and there is mismanagement in the state budget, and it is all bad news for Western Australian 
families.  
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MR R.H. COOK (Kwinana — Deputy Leader of the Opposition) [3.22 pm]: There is no more important task 
for a state government than the careful management of the Department of Health.  

Several members interjected. 

Mr R.H. COOK: I am the shadow Minister for Health, so we agree on one thing anyway. When we see the 
woeful mismanagement of that important area of government services, that is when it becomes a matter of 
concern and the Parliament has to act to protect this important area.  

In question time today the minister—he often wonders why we ask questions on these issues and put the 
government under sustained pressure on these matters—seemed either unable or unwilling to come forward with 
the details of how the Economic and Expenditure Reform Committee treated the health department in respect of 
the financial difficulties it was confronting. Therefore, I will provide that information to the house today, 
because it is a very important series of events.  

In March 2009 the health department, lacking cash reserves, asked the EERC for $230 million to meet the extra 
demand on health services in Western Australia. The EERC’s response was to send the Minister for Health and 
his department leaders away with $180 million. This presented the health department with an automatic crisis; 
that is, how it would provide health services for the remaining months of the financial year. At that point, the 
health department observed that the state was holding $50 million of commonwealth funds on its behalf. The 
question needs to be asked: why was the state holding those funds and not the health department? I suppose it 
has its reasons for holding onto these funds. Obviously, the health department requested the use of that money to 
cover the shortfall in its funding. That request was put to the EERC on 1 April this year and it was refused. By 
June 2009 the Director General of Health became increasingly concerned that his department would not be able 
to meet its commitments—that is, to its creditors, staff salaries and so on. The Director General of Health 
explained that he had four options: he could stop paying salaries—we understand that was seriously considered; 
he could stop paying creditors—we know that the Department of Health has many creditors, particularly small 
non-government health providers who rely on the health department’s speedy payment of their bills to augment 
the health services that the department provides; he could use commonwealth funds—but already the cabinet 
Economic and Expenditure Reform Committee had suggested that that would be an improper use of these funds; 
or he could use specific purpose funds that were sitting in the department’s bank accounts to possibly form some 
bridging finance for services and commitments not able to be met in 2008-09. 

The department therefore went back to the EERC in the second week of June to seek further funding to 
overcome the funding crisis that was at that point confronting the department. The EERC responded 
emphatically that there would be no further assistance to the department to meet its growing expenses. I guess 
the question has to be raised: what did the EERC have in mind? Did it have in mind that perhaps the closure of 
hospitals was an option open to the Department of Health and to the Minister for Health? Perhaps there was a 
range of other options that the EERC would consider appropriate—not paying creditors; not paying staff salaries 
when they fell due. 

On 18 June an official from the Department of Health gave specific, unqualified, unreserved assurances to a 
committee of the Parliament that the Department of Health would not be raiding commonwealth and special 
purpose accounts for the purpose of meeting its shortfalls. In the last 20 days of June we know that the 
Department of Health had a crisis on its hands that it had to resolve. It went to the Minister for Health and said, 
“We need to raid specific purpose accounts so that we can bump this year’s expenses into next year’s budget”, 
and the minister gave the department permission; he responded positively to this request. 

It would probably be useful to provide an overview to the members assembled of the specific purpose account 
and what it is made up of. At this point it has $96.6 million, made up of $22.2 million of unrestricted funds and 
$74.4 million of restricted funds. The government and the Department of Health therefore decided to raid not 
only $24.9 million of the unrestricted funds, but also $24.9 million of the restricted funds. These funds are made 
up of donations to hospitals, bequests to hospitals and, potentially, Telethon Institute for Child Health Research 
funds to hospitals, which are made to hospitals for the purposes of research and specific purposes. I wonder 
whether the people who made donations to Telethon—in the belief that the money would go to important health 
services—knew the fund would simply be used by the government to cover up for its mismanagement of the 
health budget. 

We need to picture the staff in the health department in the last few days of June. They would have had daily 
meetings with managers. 

Mr E.S. Ripper: Looking for jam jars. 
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Mr R.H. COOK: They would have been looking for money, looking for funds, desperate to get themselves 
through to 30 June. They would have had frantic meetings with creditors and daily meetings with managers, and 
the Director General of Health would have been scrambling to provide extra funds without the support of his 
minister, other than the simple lifeline of: “You can go and raid specific funds out of the specific-purpose 
account.” We know from the testimony of the Director General of the Department of Health that the department 
started $70 million in the red this year and that it continues to struggle under the unrelenting cuts made by this 
government. We are not even halfway through the financial year. The department is struggling into the second 
half of the second quarter and we already know that the department is predicting a $200 million overrun of its 
budget. This whole sorry scenario raises several questions, one of which concerns the legality of this particular 
misuse of funds. Did the department exceed its appropriation? Was misconduct associated with authorising the 
use of these specific-purpose funds? What is the breakdown of these funds? At the very least, we require the 
Auditor General to look at some of the 1 200 funds that are inside the specific-purpose accounts and identify 
what the moneys were intended for that were ultimately used to cover-up the mismanagement of the 
department’s finances in the last desperate days of the financial year.  

The Economic and Expenditure Reform Committee knew that the department did not have the funds to cover its 
expenses for the financial year. What were the EERC’s intentions for the Department of Health and health 
services in Western Australia? If the EERC was not prepared to provide the funds necessary, did it expect the 
director general to withhold salaries, withdraw health services and close hospitals, or did the EERC simply 
expect the director general to not pay creditors in that final month? I received a number of inquiries from 
hospital staff at that time. They were scratching their head and wondering why they were struggling to get their 
overtime payments for that month. In hindsight, we know the background to some of those things. 

As I said, we need the Auditor General to conduct an investigation into these accounts. We want to know what 
the accounts were initially intended for. We want a simple question answered: what were the accounts initially 
intended for? We are told day in and day out that the government’s cuts to the health budget are not affecting 
front-line services, yet on an almost daily basis we have heard testimony from patients who have been told by 
doctors, nurses and hospital staff that the reason they cannot receive their treatment in the time they want, the 
reason that they are not receiving care and the reason that their appointments are being postponed is because of 
these cuts. The hospital staff cannot talk about them but the patients can, and they talk to us and to the media on 
a daily basis. The Department of Health is adrift because of the mismanagement of this government, which has 
no plans for health. It has a slogan—save RPH—but it has no plan or vision. The Department of Health is beset 
by a government that simply does not care. The government does not care about the management of the 
department’s finances, about the level of services it provides to the community or about bumping expenses that 
the department rightly incurred in the previous financial year into this financial year to put the Department of 
Health behind the financial eight ball. 

DR K.D. HAMES (Dawesville — Minister for Health) [3.33 pm]: I wish to address two issues. I will deal 
firstly with the Leader of the Opposition’s comments about the Reid review. We fully supported the Reid review, 
other than two aspects of it. The first aspect was the retention of Royal Perth Hospital, which, in case members 
did not notice, won us two seats at the election. The second aspect was the closure to the obstetrics services at 
Osborne Park Hospital. The former Labor government dropped that proposal. Let us look at the number of beds 
that were going to be available under the former government’s plan versus our plan at the time, and under our 
current plan. Under the former government’s plan, Royal Perth Hospital was to close as a tertiary hospital. That 
would result in roughly 680 fewer beds. Sir Charles Gairdner Hospital was to have an increase in bed numbers 
from 630 beds to 1 000 beds, although the Labor government changed that plan at the very end without even 
publishing its proposed change. Instead of doing that, because the former Labor government realised that the 
beds would not fit on the site, it said that it would retain Fremantle Hospital at its current level of beds. Fiona 
Stanley Hospital was to have 473 beds. Under our plan, we will have fewer tertiary beds in the system across the 
three hospitals than the Labor government would have had across two hospitals. Our focus is on the peripheral 
hospitals, exactly as the Reid report recommended. We have progressed with the development of Joondalup 
Health Campus, which was initiated by the former Labor government, and completed the extension of 
Rockingham General Hospital. We are also progressing very quickly with the proposed redevelopment at 
Midland, particularly in getting commonwealth funding for it. We have secured commonwealth funding that will 
allow the closure and relocation of the 140 beds from the Shenton Park rehabilitation centre to Fiona Stanley 
Hospital. When the clinical services framework comes out in the near future, members will see the distribution 
of beds. They will see that we have fewer tertiary beds than the Labor Party’s latest clinical services framework 
plan from 2005, and that we have more peripheral beds. The opposition has said that we are not following the 
Reid review. We are following the Reid recommendations more than the former government did. We are doing 
those things. In particular, we are providing $84 million in funding for the program that will enable Silver Chain 
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and similar bodies and general practitioners to provide services to, and look after, patients in their home. That is 
exactly what Reid said we should do. All those elements are there. 

Last week I spoke to the former Minister for Health at the opening of the Joondalup Health Campus. He was 
very pleased that the federal Labor government had provided those funds. He said that this was great news 
because it was the final piece in the jigsaw puzzle to put together the recommendations of the Reid review. That 
is what he said, and it is true. They are not our recommendations; they were recommended by the Reid review. 
We are continuing to implement those recommendations, which the former Labor government initiated. We will 
ensure that they are put in place and we have brought forward the RPH and Midland — 

Mr E.S. Ripper: You haven’t brought forward RPH. You have promised it. 

Dr K.D. HAMES: We will see that when the plans come out in the near future. We are certainly following the 
Reid review. 

Let us look at the funding that is provided to hospitals. As members have heard, Dr Peter Flett said in a 
committee that so far this year, after four months, we are approximately $70 million over budget. 

Mr E.S. Ripper: Will you come in on budget or not? 

Dr K.D. HAMES: I remind the Leader of the Opposition that when we first came to government, in September 
2008, the former Minister for Health said, “I’ve got bad news for you mate; we are $100 million over budget.” 
We were in a worse position by $30 million when the Labor Party was in government than at this stage of 
government. The budget position was $30 million worse under the Labor government. The allocated budget for 
the first four months of this year was $1.653 billion, which is 32.6 per cent of the health budget. Currently, our 
expenditure is $1.724 billion, which is $70 million over budget. That represents 34 per cent of the health budget. 
We are 1.4 per cent over budget than we should be at this time. Why are we over budget? It is because there was 
a significant increase in demand on the health system in the first four months of the year. Swine flu and the 
backfilling for sick staff placed a significant increase in demand on the health system. A significant number of 
staff were sick because they caught swine flu, and that required the expenditure of a significant amount of funds. 
The vaccination program for swine flu cost extra dollars and a collection of one-off redundancy payments 
needed to be paid. They are some of the reasons why we are over budget. Another reason is the growth in 
activity. In the first four months of this year there has been a 2.9 per cent increase in activity. If that trend 
continues for the rest of the year, that will be a significant increase. Outpatient activity was up by 10.2 per cent 
and emergency department activity was up by 4.7 per cent.  

The opposition goes on about how we are managing this budget, saying it is out of control, but by what amount 
did it go up in its last full term of government? Does the former Treasurer remember what it was?  

Mr E.S. Ripper: I’m sure you’ll advise me.  

Dr K.D. HAMES: I will. It was 12 per cent, as it was during a small part of the former government’s financial 
year but mostly during our year. During the last year there was a 12 per cent increase as well. People say that is 
dreadful. The reality is that in the health budget, there will always be a core increase of four to five per cent that 
covers salaries and wages for existing staff, depending on the wage and salary policy, and existing services. The 
former government agreed to a considerable increase in funds—which was higher than usual—for doctors after 
its negotiations with the Australian Medical Association. There was something like a 5.5 per cent increase in 
budget just to cover the increase in salaries and wages. In any year there is roughly a two per cent increase in 
demand, partly from immigration—last year the population growth in this state was 3.4 per cent—and partly 
because of what is happening to the Leader of the Opposition and I with the ageing of the population, so there is 
increased demand. 

Mr E.S. Ripper: Minister, these arguments are very — 

Dr K.D. HAMES: I will just put these together because as the Leader of the Opposition knows, there is one 
more step to go. 

Mr E.S. Ripper: Then you’ll take an interjection?  

Dr K.D. HAMES: I will. I am talking about new election commitments. There is the core 0.5 per cent, then 
another two per cent and then whatever election commitments are made. Problems occur when election 
commitments are made and they are not funded, like the beds at Rockingham that the former government 
increased from 90 to 240-odd but it did not fund the extra staff required. The former government said that staff 
should be moved from Fremantle Hospital, Sir Charles Gairdner Hospital and Royal Perth Hospital. We now 
have growth in demand at those hospitals so we cannot move staff across. As the Leader of the Opposition says, 
we are struggling to fund the increased staff that we need in the Leader of the Opposition’s electorate because he 
did not put those additional funds into the budget as he should have when he was in government. Those areas of 
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growth are a constant challenge. As the opposition knows, St John Ambulance is an issue. What will it do to the 
budget? We increased its budget by five per cent for next year to cover wage growth, two per cent to cover 
demand growth and whatever per cent to cover St John of God Health Care.  

Mr E.S. Ripper: Minister, all those arguments are familiar to me because I heard the health department put 
them. The real question is: will your government provide the funds that you’re requesting or will it put you under 
pressure? 

Dr K.D. HAMES: That is an excellent question. I will leave it for the Treasurer to answer. 

Mr T.R. Buswell: What was it? 

Dr K.D. HAMES: The Leader of the Opposition recognises these requirements for five per cent growth in 
wages, two per cent growth in demand and then whatever other election commitments we add to it. He asked 
whether Treasury will fund it. I said I will leave it up to the Treasurer to answer it. 

Mr E.S. Ripper: Will they have the capacity to fund it? 

Dr K.D. HAMES: It is true that we need greater efficiency. I think we need to change the system. We leap from 
one of these years to the other. I will just cover that. During the Leader of the Opposition’s term of government, 
how much was Treasury not paid for its out-turn budget in the last full year of government? Does the Leader of 
the Opposition remember that figure? I will tell him if he does not know.  

Mr E.S. Ripper: You tell me. 

Dr K.D. HAMES: It was $34 million. During the Labor Party’s last term of government a $34 million deficit in 
the health budget was not funded. What did the former Treasurer say about the health budget? He said, “Fund it 
out of your reserves”, which is exactly what I said. 

Mr E.S. Ripper: What did you say?  

Dr K.D. HAMES: Treasury said the same—“fund it yourself.” That $34 million was not funded by the Leader 
of the Opposition when he was Treasurer. Where did Treasury get it? It got it from its cash reserves. It had 
$34 million in cash reserves and the former Treasurer said, “Good; use it.” He would not put that amount into the 
budget to fund whatever it had spent that $34 million on. There was no matching $34 million in the next budget. 
That $40 million came out of Treasury’s cash reserves. As the Leader of the Opposition knows, $25 million is 
0.5 per cent of the budget. We can never land exactly on the mark. 

Mr B.S. Wyatt: How much of the $370 million is in the budget?  

Dr K.D. HAMES: The member has that wrong. The Treasurer will explain why.  

Mr B.S. Wyatt: Please explain it. 

Dr K.D. HAMES: I can explain it if he wants. The $370 million represents $180 million that we were over 
budget plus additional budgeted items beyond the previous budget. 

Mr B.S. Wyatt: Over the budget that was allocated in the — 

Dr K.D. HAMES: Yes, but that is not over-expenditure; that includes items that had gone to cabinet, been 
approved and were allocated additional funds. We are talking about the amount that we spent that had not been 
approved. 

Mr B.S. Wyatt interjected. 

Dr K.D. HAMES: Yes, some of those things were agreed to. Does the member not think that that happened 
when the Labor Party was in government last time? The member went to the former Treasurer to seek additional 
funds for legitimate purposes and he would get them. The former government funded lots of additional things in 
the health budget. 

Mr E.S. Ripper: We were generous to health. 

Dr K.D. HAMES: I think the former government was. The former minister had the Treasurer by the we know 
whats because he got lots of extra money. 

Mr E.S. Ripper: Don’t you wish you had the strength of the former Minister for Health? 

Dr K.D. HAMES: The former Treasurer might not have been as soft a touch. The fact is that the former 
government had a deficit of $34 million. If that $34 million is not funded when the budget is in deficit, what 
happens? Does it disappear? No, the government has to find it the next year. Where do members think our 
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$70 million over budget came from? A total of $34 million was the former government’s and $36 million was 
ours. That is where the $70 million came from. We were not able to catch up on that $34 million of additional 
funds that was spent on health services because they were spent for legitimate purposes, such as the increased 
demand for health services. As the Leader of the Opposition said, there is always a requirement. It is a pity he 
did not fund the full amount and reset the base level at the amount that was extended so that $34 million did not 
carry into the next year.  

That brings me to something that we need to do for both our sakes—for our sake now and for the opposition’s 
sake whenever it is back in government. We need to change the way we do things. That is what I am proposing 
to do. South Australia and Victoria both fund on an occasion-of-service basis. They fund for the service that has 
been provided based on the number of patients who turn up and get treatment, remembering that the tertiary 
hospital has a loading to account for training, teaching and the requirements of a tertiary hospital. That 
benchmarking is easily done. I just met with the Minister for Health in South Australia a week and a half ago. 

Mr E.S. Ripper: So you’re moving to casemix, are you?  

Dr K.D. HAMES: Yes, I am. I have asked the staff to work on trying to get that up for next year. I do not know 
whether we can do it within that time. We have agreement from John Hill, the Minister for Health in South 
Australia, to benchmark off its figures. We are looking at the casemix methodology that is used in Victoria and 
South Australia to fund their hospitals, and we are doing benchmarking against New South Wales.  

Mr E.S. Ripper: I think if you work off the South Australian figures, you’ll be cutting the funding.  

Dr K.D. HAMES: We will see. That will be an interesting exercise. Western Australia is always getting caned 
because our cost for occasion of service is higher than every other state. If we go to New South Wales, which has 
the lowest cost, and say, “Let’s do some benchmarking and comparisons”, we are not comparing apples with 
apples. It does not include lots of things in its cost per occasion of service. It does not include depreciation, 
capital expenditure or the cost of teaching. Poor old Western Australia looks bad as one of the most expensive 
states. I do not think it is. That is why we have asked South Australia, and it has agreed, if we can do a direct 
comparison with it as well. I think we provide a fairly efficient service in this state. If we do not, that is what we 
will compare. I can give the example of Joondalup Health Campus, Peel Health Campus and even the private 
hospitals that are largely funded by private insurance that pays for the services they provide. That will provide a 
much better discipline for our staff. The South Australian minister says it does not work perfectly because he 
was still significantly over budget, as are lots of others, particularly some of those hospitals. We have tried that 
in Western Australia in the past. It did not work. We need to explore why it did not work. I still think that is the 
best option. It puts discipline on the hospital, on its full-time equivalents and on its expenditures. The more 
people who come to the hospital, the more funds are attached to those people coming in. The Attorney General 
obviously works under a similar system with prisoner numbers. Prisons are funded according to the number of 
people in prison at any one time.  

Mr E.S. Ripper: They would like it to be funded like that, but they are not actually funded enough.  

Dr K.D. HAMES: That is a different question. The Attorney General complains similarly.  

The opposition cannot have it both ways. It is on us all the time about cuts. Now it is whingeing because we are 
spending too much money.  

Mr E.S. Ripper: We are whingeing about the government’s financial mismanagement.  

Dr K.D. HAMES: The reality is our financial management is going exceptionally well. The three per cent cuts 
are long gone. Despite all the whingeing and groaning about cuts, we are asking people within the health 
department to make savings by being more efficient. That money is not coming out of the health budget, as 
members can see. The expenditure has gone up but we are funding genuine areas of need. That is the way it 
should be. There is going to be some kickback. People will continue to complain and run to the opposition with 
leaks about this amount of money or that amount of money that has been cut. But the health budget has never 
had, in its history, more money. Health has never had, in its history, more FTEs. We have a system that is 
providing a very strong service to the patients of Western Australia. I guess the question is: do we have too 
many? Do we have more than is required? It is very hard to get the cut-off benchmark, because while the Labor 
Party was in government—this was not its fault—there were not enough nurses to properly supply the needs of 
patients. The department was always understaffed. The question is: exactly what is the correct number of staff? 
That is another thing we need to do with our benchmarking with other states. 

Interestingly enough, New South Wales has more staff per patient than Western Australia despite suggestions 
that we might have too many. We need to explore those things. We need to get proper benchmarks. We need to 
have a proper base salary that recognises these past deficiencies and sets the bar at zero so that we do not have 
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these issues again. But, on the other hand, we need something to drive efficiency within the health system 
because otherwise, under our government—under a Labor government, or under any government—it will 
continue to blow out of proportion. I think casemix funding as a methodology will do that. We will push to put 
that in place as quickly as possible.  

I reject the motion that has been put before the house today. The health system is travelling extremely well. We 
have some extremely dedicated staff. We are forging ahead not only with the infrastructure program that the 
former government initiated but also with major extra infrastructure programs of our own, including getting on 
with Albany Regional Hospital, Busselton District Hospital and Princess Margaret Hospital. Not only that, we 
will make sure we address services. I have already recognised the deficiency that was highlighted by the member 
for Alfred Cove in terms of the provision of some critical service areas like speech pathology and occupational 
therapy. Over the full term of our government, it is an area that I intend to devote significant attention to, as we 
will of course address the problems within our ambulance service. This government is forging ahead in its 
management of health in this state. We have got nothing to be apologetic for.  

MR B.S. WYATT (Victoria Park) [3.54 pm]: I thank the Minister for Health for that very powerful 
performance defending his financial management of the Department of Health. I am sure the Australian Medical 
Association will be delighted to know that he is spending more than ever on fewer tertiary beds.  

Dr K.D. Hames: More total beds.  

Mr B.S. WYATT: Fewer total beds than ever before. I am sure the AMA will have some very interesting 
comments. 

Dr K.D. Hames: More total beds. Fewer tertiary, more total beds, as per the Reid report’s recommendations.  

Mr B.S. WYATT: Shush, minister. I did not interject on you. You will sit there and listen! 

Dr K.D. Hames: You did so!  

Mr B.S. WYATT: The problem we have is that, overall, the budget process is completely discredited. From the 
moment the budget was handed down on 14 May it became apparent that the budget process that sat behind the 
presentation of those numbers was flawed. It contained a significant number of items that were being committed 
to by the Premier and ministers that were not included in the budget.  

As the opposition pointed out in its financial projections update a number of months ago, policy decisions 
amounted to $350 million and additional investments in respect of assets amounted to $1.2 billion over four 
years. I note the Treasurer mocks this; however, the fundamental problem is the Treasurer is not involved in the 
significant financial decisions made by this government. I think the Treasurer would have a very good influence 
on the Minister for Health. The Minister for Health clearly does not have an understanding of the finances of his 
own department. There is no question that as a doctor he understands the Department of Health and the 
operations of hospitals—I think that is a given—however, he has no idea about the finances that are driving his 
department. Up until a couple of minutes ago he had no idea that the Department of Health had blown its budget 
by $370 million. He was still operating on the assumption it was $180 million, as Dr Flett told the committee 
yesterday, because that was the extra amount of money he sought from the cabinet Expenditure and Economic 
Review Committee during the same time that the Treasurer refused to allow the department to take 
$70 million—that is, the “inappropriate” money it was not entitled to.  

So, there is $180 million plus another $70 million—that is, $250 million. We have still got another $120 million 
outstanding. We do not know where it is coming from. It is possibly from cash reserves, but the minister has 
already said there were no cash reserves left. There is $120 million that the department has taken from 
somewhere; has used somewhere to make that patch between what was actually given to the department and 
what was actually spent. I look forward to the minister explaining that, because it is an absence of $120 million 
he is yet to explain to the house. The Treasurer is here and I know he will say, “Why do you not write to the 
Auditor General?” The fact of the matter is he is the Treasurer, the minister is the minister, and this is the 
Parliament. It is up to him to explain exactly how and why money was spent.  

This matter goes back to the Treasurer’s advance. Remember that? An amount of $1.2 billion was sought by the 
Treasurer for out-of-budget spending. At the time the Treasurer said he was seeking $35.1 million for Health. I 
remember that debate because the Premier took over and humiliated himself. He wandered off and, thankfully, 
the Treasurer came back to fill in. A number of questions were put to the Treasurer in respect of that 
$35.1 million because the opposition had some doubts as to whether that was going to be a sufficient amount of 
money to tide over the Department of Health in light of the size of its spending under this government. It was put 
to the Treasurer that it would be up to $60 million. We wish it was up to $60 million! The Treasurer stated — 
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However, there is no way that that will result in a $60 million draw-down on the Treasurer’s advance, 
because health will be achieving a significant proportion of the efficiency dividend.  

In the Appropriation (Consolidated Account) Recurrent 2007-08 and 2008-09 (Supplementary) Bill 2009, it 
appears that $180 million was drawn down through the Treasurer’s advance process. This is not a long period of 
time. This is a rapid deterioration in the financial management of the Department of Health. This is exactly what 
the Minister for Health is liable for. It is not something that can be brushed off like some petty crim at the 
District Court—“I took the money but I was going to pay it back.” That is the most absurd justification I have 
ever heard for the taking of money to which he was not entitled.  

As I said at the beginning, the problem we have is that this government does not have a centralised decision-
making process for how it spends money. We know the EERC exists. We know it is there for a reason. Through 
questions, I was told that the Treasurer chairs the EERC. There is no overall view of where the government is 
spending its money. A good example of that is in questions on notice put to the Premier on 20 October 2009. I 
asked the Premier if he had taken the Perth waterfront plans to the EERC. The Premier answered “No”. He never 
took them anywhere near the EERC. On the same date I asked the Premier whether the state’s contribution to the 
Oakajee development had been put to the EERC. The Premier’s response was “No”. I put a question to the 
Minister for Health about $135 million for the Albany health campus. He refused to answer. Therein lies the 
problem: significant investments and significant contributions of money, not just in the health sector but across 
the whole of government, are being made by a Premier who has no care for the forward estimates and who does 
not involve the Treasurer in the EERC process. As a result of that, insufficient moneys are being allocated to 
departments. That is exactly what occurred when the Minister for Health took money to which he was not 
entitled, with the excuse, “It was okay; I was going to pay it back.” It is simply not acceptable. When the 
government does not have a rigid process for management of and control over its finances and when a deficit is 
rapidly appearing for 2009-10, when the government does not have those surplus positions, it loses its flexibility 
to respond to the sorts of situations that the Minister for Health could not respond to in the end because he was 
not given the money that he needed to see the department through to the end of the financial year. As a result, we 
see the Auditor General make the sorts of comments that he made about the minister taking $70 million to which 
he was not entitled. The minister can brush that off all he likes, but the fact is that the Department of Health’s 
finances are in disarray and the minister has absolutely no idea about the condition of those finances. 

MS A.S. CARLES (Fremantle) [4.01 pm]: I consulted with my Greens (WA) colleague Hon Giz Watson, 
MLC, who chairs the Standing Committee on Estimates and Financial Operations, and it is our view that the use 
of the words “financial mismanagement” in this matter of public interest motion overstates the position. It is fair 
to say that the Auditor General did find irregularities recently, but not illegalities. Let us not forget the problems 
that the opposition had in this portfolio. The opposition handed the health portfolio to the government with 
significant financial shortfalls that were locked in prior to the election, so it seems a little rich for it to 
consistently take the moral high ground on this matter.  

Several members interjected. 

The ACTING SPEAKER (Mr J.M. Francis): Order!  

Ms A.S. CARLES: I spoke to Michele Kosky from the Health Consumers’ Council — 

Mr E.S. Ripper: You’re a Liberal in a green suit! 

Ms A.S. CARLES: I have an independent voice. 

Several members interjected. 

The ACTING SPEAKER: Order!  

Ms A.S. CARLES: I have an independent voice in this Parliament. 

Several members interjected. 

The ACTING SPEAKER: Members!  

Ms A.S. CARLES: I am not a member of the Labor Party, so I can speak with an independent voice. 

I spoke to Michele Kosky from the Health Consumers’ Council yesterday — 

Point of Order 

Mr P.B. WATSON: The member is reading from notes and that is unparliamentary. 

Dr K.D. HAMES: I just remind the Acting Speaker that the member for Girrawheen has often in the past read 
from notes. 
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The ACTING SPEAKER (Mr J.M. Francis): I am watching the member’s eyes. She is allowed to refer to her 
notes and I am sure that is what she is doing. There is no point of order. 

Debate Resumed 

Ms A.S. CARLES: I talked to Michele yesterday and she spoke about this continual attack on the health 
portfolio that oppositions have been mounting for years and years and how it is not solving the problems in our 
health system. She is someone who has had years and years of advocacy and she is extremely frustrated by what 
is going on. I notice that she actually said that the current health minister is making progress. She stated — 

I don’t think that he can fix all of it but if he can get the public hospitals running more efficiently by 
setting targets and adopting the four hour rule then I think that would be a very good first step, … 

This is a very difficult portfolio, and oppositions have for years used this “crisis in the health system” language. 
The Greens would prefer to see a multiparty approach to identifying health priorities and spending in this 
important portfolio area.  

Mr M.P. Whitely interjected. 

Ms A.S. CARLES: The political point-scoring is not working and that is all I will say. 

MR T.R. BUSWELL (Vasse — Treasurer) [4.04 pm]: I thought the member for Fremantle provided a very 
well-made series of points. I happened to hear that well-known parliamentary intellect the member for 
Bayswater interject by humming Kumbaya — 

Ms R. Saffioti: Bassendean! 

Mr T.R. BUSWELL: It was the member for Bassendean—L. Ron Whitely! I always find it interesting that the 
member makes snide little comments — 

Ms R. Saffioti: Why don’t you talk about the finances of the state for a change? 

Mr T.R. BUSWELL: I am going to do that! 

Point of Order 

Mr M. McGOWAN: Members are to be referred to by their title, being their electorate or a position that they 
hold in the house, and the Treasurer should not refer to members by other terms. 

The ACTING SPEAKER (Mr J.M. Francis): I am aware of the standing order and I instruct the Treasurer to 
refer to members by the name of their seat. 

Debate Resumed 

Mr T.R. BUSWELL: My apologies, I was — 

Mr B.S. Wyatt interjected. 

Mr T.R. BUSWELL: I am pleased that the member for Fremantle raised — 

Mr M.P. Whitely: Why don’t you dig a bigger hole for yourself! 

Mr T.R. BUSWELL: I once asked why the member came to get that free trip to the USA, sponsored by Nick 
Xenophon’s friends—who are they?—and they said that the member was wandering around Hay Street Mall 
and — 

Several members interjected. 

The ACTING SPEAKER: Order!  

Mr T.R. BUSWELL: He failed the personality test! Was that it? He failed the personality test when the fellow 
with a clipboard came up Hay Street Mall and whipped him to Los Angeles. 

Mr M.P. Whitely interjected. 

The ACTING SPEAKER: I am just going to pretend that I did not hear that. I ask members for a bit of 
decorum so that I can hear the Treasurer in silence. 

Mr T.R. BUSWELL: Two interesting press releases have passed across my desk this week. One was about 
Kevin Reynolds’ decision to quit the Australian Labor Party and take his members and his $80 000 a year with 
him. I was interested in that — 

Several members interjected. 
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Withdrawal of Remark 

The ACTING SPEAKER: Member for Bassendean, I do not need a point of order to instruct you to withdraw 
those comments. 

Mr M.P. WHITELY: I withdraw. 

Debate Resumed 

Mr T.R. BUSWELL: The other press release was about the comments from Michele Kosky from the Health 
Consumers’ Council. The point was well made by the member for Fremantle. The tenor of Ms Kosky’s argument 
was basically that it is time for oppositions to simply stop trying to tear the health system down for political 
point-scoring. She acknowledged that the health minister, Kim Hames—I am reaching over to polish his halo—
is making progress. He cannot fix everything but he is making progress. 

Now let us very quickly look at the facts that are presented in the health budget for 2009-10. As the Minister for 
Health pointed out, it is a 12.4 per cent increase in the health budget. 

Mr B.S. Wyatt: Is that above the actual spend? 

Mr T.R. BUSWELL: It is a 12.4 per cent increase over the original budget of the previous year.  

Several members interjected. 

Mr T.R. BUSWELL: That is what it is—a 12.4 per cent increase! 

Mr B.S. Wyatt interjected. 

Mr T.R. BUSWELL: The member for Victoria Park seems to come into this place fixated on his original 
budget position, and wanting to criticise the minister for his comments — 

Several members interjected. 

Mr T.R. BUSWELL: I am telling members what it was! It is important to note that in the context of that, the 
health budget last year was 8.2 per cent over its original budget—that is, $371 million over. I think that 
highlights some of the underlying challenges that we have in managing the state’s finances. Those underlying 
challenges are reflected no more so than in the fact that the rate of growth of expenses—12.3 per cent per 
annum—is significantly greater than the rate of activity growth, which is about 4.5 per cent per annum. 

Mr B.S. Wyatt interjected. 

Mr T.R. BUSWELL: I know the member had a couple of weeks away and slipped down the potential 
leadership order, but he should just calm down. 

Several members interjected. 

The ACTING SPEAKER: Order! That is enough. 

Mr T.R. BUSWELL: There is significant divergence between the rate of growth of activity and the rate of 
growth of expenses, and that is the fundamental challenge for government—a more than 12 per cent rate of 
expenses growth and a 4.5 per cent rate of activity growth. That is one challenge. The second challenge is that as 
a percentage of the total spending of the state general government sector, health has steadily increased. In 
2000-01 the health percentage of general government sector expenditure was 20.1 per cent and in 2007-08 it was 
24.9 per cent. Based on the budget figures, by 2012-13 it will be 25.4 per cent. Therefore, we have a rapidly 
growing amount of money being spent on health and we have this disparity — 

Mr E.S. Ripper: My point is that it requires careful management by you and by the minister. 

Mr T.R. BUSWELL: That is what I am getting to and it is a fair point. I accept that. It is a major challenge, I 
think it would be fair to say. I am sure the former Treasurer and now Leader of the Opposition would say that it 
is extremely difficult to instil in the Department of Health the sort of discipline that we are looking for. It is 
extremely difficult. The Minister for Health, in my view—I will give some statistics in a minute to highlight this 
point—has started to take some very positive steps in this direction.  

I was very interested to read some comments from Anna Hughes. The former Treasurer may have met her; she is 
a Standard and Poor’s credit analyst who has an eye on Western Australia. She said that attempts by states to 
reduce recurrent spending growth often took longer than planned and that she was not overly concerned by short-
term failures to cut expenses. In other words, it takes longer than planned. That is exactly the experience that we 
are having. What are we doing? 

Mr E.S. Ripper interjected. 
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Mr T.R. BUSWELL: Leader of the Opposition, I just want to touch on a point. There is a lot of focus—I think 
this is what Ms Kosky is talking about—in the health debate about inputs and how much money is put in. It is 
not necessarily consistent with a focus on outputs, and I will perhaps give a couple of examples. In 2000-01 the 
budget of the Department of Health was around $2.1 billion and in 2007-08 it was $4.2 billion—that is, 
approximately double. I have read “The state of our public hospitals” report that came out in the middle of this 
year. That report indicates that despite a massive increase in spending on health in Western Australia, some of 
our key performance indicators have gone backwards. Key performance indicators such as average available 
beds per 1 000 weighted population in Western Australia and median waiting times in emergency departments 
have gone backwards. This has occurred over the past five or six years. Again, we need to move our focus. 
People who sensibly observe the health debate would agree—except perhaps for some commentators from, for 
example, the Australian Medical Association—that we need to start focusing on outputs and on the efficiency 
with which we spend money. Notwithstanding a doubling of the health budget, some of those key indicators, 
such as the availability of beds and the speed with which people are seen in emergency departments, have gone 
backwards. What do we intend to do? Quite simply, we intend to focus on delivering better outputs. It is not 
easy. Credit analysts agree that it is not easy to turn around those modes of behaviour. I will give an example 
from October. The health department has overspent its budget for the first few months of the financial year; that 
is clear. In October, expenses were $5.6 million over the monthly target of $466.5 million; that is, the department 
was 1.2 per cent over budget for October. I think that is a better result than that recorded in the first three months 
of the financial year. In October the average number of full-time equivalents per month in the health department 
went from 31 656 down to 31 298. 

Mr B.S. Wyatt interjected. 

Mr T.R. BUSWELL: That is what I just gave members. 

Mr B.S. Wyatt: No; you said October. 

Mr T.R. BUSWELL: It went from 31 656 in September down to 31 298 in October. That is a decline of 358 
FTEs. The health department is on a long-term plan to cut its FTE numbers because it overshot last year. It is 
ahead of the plan. That is a good outcome. 

Point of Order 

Mr B.S. WYATT: Mr Acting Speaker, the Treasurer is quoting from some official documents and I ask that you 
ask the Treasurer to table those documents. 

Mr T.R. BUSWELL: These are my handwritten notes. I know that these notes are on letterhead that says 
“Office of the Premier” at the top, but they are handwritten notes. It is the only paper I could find. I know they 
look very official and seem to have the Premier’s imprimatur, but they are my handwritten notes, which I am 
happy to show members. I know that the member for Victoria Park thinks highly of the Premier, but they are not 
quite official notes. 

The ACTING SPEAKER (Mr J.M. Francis): There is no point of order. 

Debate Resumed 

Mr B.S. Wyatt interjected. 

Mr T.R. BUSWELL: This is data I have available to me. We are the government. The FTEs at Royal Street are 
down this year by around 70. Is that right, Minister for Health? We are trying to trim down right across the 
health department, because FTE growth has been the predominant driver. I am reluctant to hang my hat on one 
month’s performance, but I think we are slowly starting to turn around — 

Ms R. Saffioti: But you are anyway. 

Mr T.R. BUSWELL: No, I am not; I did not say that. I said that these are encouraging signs. We have more 
work to do. I accept that it is difficult to manage the health budget and to try to change the handout culture that 
Dr Peter Flett referred to this morning. Peter Flett was right when he said that the level of management below 
him is characterised by a handout culture. Why is that? It is because when the Labor Party was in government, it 
never insisted on those people being held properly to account for that budget performance; they developed a 
culture of saying, “We’re at the end of the financial year and we’ve overspent; we’ll put our hands out.” This 
government is not going to allow that. When those people put out their hands to Peter Flett this time, they will 
get a slap across the wrist. And will it hurt? Yes, it will. Are the Minister for Health, Dr Flett, Tim Marney and I 
committed to delivering on that? Absolutely. 

DR J.M. WOOLLARD (Alfred Cove) [4.14 pm]: I will not support this motion that refers to new evidence of 
financial mismanagement in the health system, because the financial mismanagement has been going on for 
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many years, particularly between the hospital sector and child health and community health services. I am very 
pleased that this minister and this government have agreed to look at child health and community health services. 
Since the Labor Party’s term in government, we are short 360 full-time equivalents in child health and 
community health nurses and in child development services staff. 

I believe that people value health. I believe we should be putting more into health. Yes, some hospitals are not as 
productive as other hospitals. We know from questions that have been asked in this house that Fremantle 
Hospital is more cost-efficient than Royal Perth Hospital. We know that hospitals have traditionally received 
more money than community health services because it makes for good headlines when ambulances have to 
queue up outside hospitals—governments react to that. I would like this government to invest more in our 
healthcare system, particularly in community health nurses, school health nurses and child development services. 
We know from the two reports that have been tabled in this house that children are waiting 12 or 18 months for 
an appointment to see a specialist. I have spoken to child health nurses who say that some parents are not taking 
their children who have problems to them because those parents know that when they see a specialist, they are 
put on a waiting list and that by the time their children are seen, they may fall into a different age group. When 
their children finally reach the top of the waiting list and can be seen by a specialist, they are knocked off 
because they are the wrong age. If the government is going to address the problems in child health, it must 
accept that 360 FTEs are needed now. They were needed many years ago. The previous government failed to 
address child health needs. I am pleased that the Minister for Health has given a commitment that he will address 
the shortages in those areas.  

Question put and a division taken with the following result — 

Ayes (23) 

Ms L.L. Baker Mr F.M. Logan Mr J.R. Quigley Mr A.J. Waddell 
Mr R.H. Cook Ms A.J.G. MacTiernan Ms M.M. Quirk Mr P.B. Watson 
Ms J.M. Freeman Mr M. McGowan Mr E.S. Ripper Mr M.P. Whitely 
Mr J.N. Hyde Mr M.P. Murray Mrs M.H. Roberts Mr B.S. Wyatt 
Mr W.J. Johnston Mr A.P. O’Gorman Mr T.G. Stephens Ms R. Saffioti (Teller) 
Mr J.C. Kobelke Mr P. Papalia Mr C.J. Tallentire  

Noes (30) 

Mr P. Abetz Dr E. Constable Dr G.G. Jacobs Mr D.T. Redman 
Mr C.J. Barnett Mr M.J. Cowper Mr R.F. Johnson Mr A.J. Simpson 
Mr I.C. Blayney Mr J.H.D. Day Mr A. Krsticevic Mr M.W. Sutherland 
Mr J.J.M. Bowler Mr J.M. Francis Mr W.R. Marmion Mr T.K. Waldron 
Mr I.M. Britza Mr B.J. Grylls Mr P.T. Miles Dr J.M. Woollard 
Mr T.R. Buswell Dr K.D. Hames Ms A.R. Mitchell Mr J.E. McGrath (Teller) 
Ms A.S. Carles Mrs L.M. Harvey Dr M.D. Nahan  
Mr G.M. Castrilli Mr A.P. Jacob Mr C.C. Porter  

Question thus negatived. 
 


