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Foreword

This is the eleventh edition of the Report on Government Services. The first Report
was published in 1995, following an historic agreement by Heads of Government in
July 1993. The Review has made great progress in the intervening years. The
breadth and depth of reporting (and the size of the report!) have developed
considerably. Services covered in this Report now represent around 90 billion
dollars, or 61 per cent of government recurrent expenditure — equivalent to nearly
11 per cent of gross domestic product.

The Report is primarily a tool for government. It has been used for strategic budget
planning, and for policy development and evaluation. Information in the Report has
been used to assess the resource needs and service performance of departments. It
has encouraged governments to work towards national approaches in data collection
and has assisted agencies to benchmark their services against best practice. | believe
that the Report will be of even greater value in this respect as we strengthen its
focus on outcomes.

The Review’s Steering Committee and working groups have again worked hard to
improve the accuracy, consistency and comparability of data in the Report. The
ultimate goal is to present comparable data for all jurisdictions. However, where
this remains to be achieved, data are generally presented for those jurisdictions that
can currently report (rather than waiting until data are available for all jurisdictions).

The 2006 Report contains a number of improvements. There is expanded reporting
on school learning outcomes, including in science and mathematics and problem
solving. In the health area, information on “patient satisfaction” and ‘sentinel events’
are reported as outcome indicators for public hospitals, and data on the
Pharmaceutical Benefits Scheme is reported in the primary and community health
chapter.

Over recent years, the Review has progressively expanded its reporting on services
to Indigenous Australians. This Report includes for the first time information on
customer satisfaction with State-owned and managed Indigenous housing. Since
2003, a separate Compendium of data on services to Indigenous people has been
published based on data in the Report (the Compendium for the 2006 Report is to be
released in mid-year).
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In 2002, COAG asked the Review to produce a regular report on indicators of
Indigenous disadvantage ‘that are of relevance to all governments and Indigenous
stakeholders, and that can demonstrate the impact of programme and policy
interventions’. The Steering Committee has published two editions of the report,
Overcoming Indigenous Disadvantage: Key Indicators, in 2003 and 2005. The
report complements the data in this report related to service delivery, by focussing
on outcomes within a strategic framework. The next edition is planned for 2007.

As always, the production of this Report relied on the active cooperation and
support of people from a range of government departments and agencies. Special
thanks are due to the members of the many workings groups who provide the
‘engine room’ for the Review. Statistical bodies — in particular, the Australian
Bureau of Statistics and the Australian Institute of Health and Welfare — provide
invaluable advice and assistance. And the Review’s Secretariat in the Productivity
Commission has continued to provide effective support to the Steering Committee
and working groups.

Gary Banks
Chairman

January 2006

v FOREWORD



Contents

This report is in two volumes: Volume 1 contains Part A (Introduction), Part B
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Glossary

Definitions of indicators and other terms can also be found at the end of each

chapter.

Access

Appropriateness

Constant prices

Cost effectiveness

Current prices

Descriptors

Effectiveness

XX GLOSSARY

Measures how easily the community can obtain a delivered
service (output).

Measures how well services meet client needs and also seeks
to identify the extent of any underservicing or overservicing.

See ‘real dollars’.

Measures how well inputs (such as employees, cars and
computers) are converted into outcomes for individual clients
or the community. Cost effectiveness is expressed as a ratio
of inputs to outcomes. For example, cost per life year saved
is a cost effectiveness indicator reflecting the ratio of
expenditure on breast cancer detection and management
services (including mammographic screening services,
primary care, chemotherapy, surgery and other forms of
care) to the number of women’s lives that are saved.

See ‘nominal dollars’.

Descriptive statistics included in the Report that relate, for
example, to the size of the service system, funding
arrangements, client mix and the environment within which
government services are delivered. These data are provided
to highlight and make more transparent the differences
among jurisdictions.

Reflects how well the outputs of a service achieve the stated
objectives of that service (also see program effectiveness).



Efficiency

Equity

Inputs

Nominal dollars

Output

Outcome

Process

Program
effectiveness

Reflects how resources (inputs) are used to produce outputs
and outcomes, expressed as a ratio of inputs to outputs
(technical efficiency), or inputs to outcomes (cost
effectiveness). (Also see ‘cost effectiveness’ and ‘technical
efficiency’.)

Measures the gap between service delivery outputs or
outcomes for special needs groups and the general
population. Equity of access relates to all Australians having
adequate access to services, where the term adequate may
mean different rates of access for different groups in the
community (see chapter 1 for more detail).

The resources (including land, labour and capital) used by a
service area in providing the service.

Refers to financial data expressed ‘in the price of the day’
and which are not adjusted to remove the effects of inflation.
Nominal dollars do not allow for inter-year comparisons
because reported changes may reflect changes to financial
levels (prices and/or expenditure) and adjustments to
maintain purchasing power due to inflation.

The service delivered by a service area, for example, a
completed episode of care is an output of a public hospital.

The impact of the service on the status of individuals or a
group, and the success of the service area in achieving its
objectives. A service provider can influence an outcome but
external factors can also apply. A desirable outcome for a
school, for example, would be to add to the ability of the
students to participate in, and interact with, society
throughout their lives. Similarly, a desirable outcome for a
hospital would be to improve the health status of an
individual receiving a hospital service.

Refers to the way in which a service is produced or delivered
(that is, how inputs are transformed into outputs).

Reflects how well the outcomes of a service achieve the
stated objectives of that service (also see effectiveness).
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Quality

Real dollars

Technical
efficiency

Unit costs

XXII GLOSSARY

Reflects the extent to which a service is suited to its purpose
and conforms to specifications.

Refers to financial data measured in prices from a constant
base year to adjust for the effects of inflation. Real dollars
allow the inter-year comparison of financial levels (prices
and/or expenditure) by holding the purchasing power
constant.

A measure of how well inputs (such as employees, cars and
computers) are converted into service outputs (such as
hospital separations, education classes or residential aged
care places). Technical efficiency reflects the ratio of outputs
to inputs. It is affected by the size of operations and by
managerial practices. There is scope to improve technical
efficiency if there is potential to increase the quantity of
outputs produced from given quantities of inputs, or if there
is potential to reduce the quantities of inputs used in
producing a certain quantity of outputs.

Measures average cost, expressed as the level of inputs per
unit of output. This is an indicator of efficiency.



Terms of reference

The Review, to be conducted by a joint Commonwealth/State and Territory
Government working party, is to undertake the following:

« establish the collection and publication of data that will enable ongoing
comparisons of the efficiency and effectiveness of Commonwealth and State
Government services, including intra-government services. This will involve:

— establishing performance indicators for different services which would assist
comparisons of efficiency and effectiveness. The measures should, to the
maximum extent possible, focus on the cost effectiveness of service delivery,
as distinct from policy considerations that determine the quality and level of
services; and

— collecting and publishing data that are consistent with these measures. The
Review should also address the procedures for the ongoing collection and
publication of benchmark data; and

. compile and assess service provision reforms that have been implemented or are
under consideration by Commonwealth and State Governments.

The Review will cover all major types of reform, including those involving the
separation of policy development from service provision. Case studies of particular
reforms could be provided where appropriate.

The Review will need to keep abreast of developments in other relevant reviews and
working parties, including the Commonwealth/State Government working party
(initiated by the Council of Australian Governments) investigating
Commonwealth/State Government roles and responsibilities.
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