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PROF WOODS: Welcome to the Perth public hearings for the Productivity
Commission inquiry into National Workers Compensation and Occupational Health
and Safety Frameworks. I'm Mike Woods. I'm the presiding commissioner for this
inquiry.

As most of you will be aware, the commission released an issues paper in
April, setting out the terms of reference and some initial issues. Theinquiry explores
the opportunities to develop national frameworks for workers compensation and
occupational health and safety, and | would ask all participants to focus on the terms
of reference before the inquiry. Our full terms of reference are available from our
staff.

The commission has aready travelled to all states and territories, talking to a
wide cross-section of people and organisations interested in workers compensation
and occupational health and safety national frameworks. We've talked to groups
from adiversity of backgrounds and met directly with government organisations,
unions, employers, insurers, service providers and others, listening to their
experiences and their views on future directions. We have already received over 20
submissions from interested parties. | would like to express my thanks and those of
the staff for the courtesy extended to usin our travels and deliberations so far, and
for the thoughtful contributions that so many have already made to the course of this
inquiry. These hearings represent the next stage of theinquiry. A draft report will
be issued by the end of September and there will be an opportunity to present further
submissions and attend the second round of hearings. The final report isto be
submitted by March 2004.

| would like these hearings to be conducted in areasonably informa manner
but remind participants that afull transcript will be taken and will be made available
to all interested parties. | will provide an opportunity during the course of the day for
any persons present - but not scheduled - to make an oral presentation to the inquiry,
should they so wish. | would like to welcome to the hearings our first participant
Mr Neil Winzer. Could you please state for the record your name and any
representation.

MR WINZER: Good morning. | am Neil Robert Winzer. | thank Minister Tony
Abbott for this opportunity. Excuse me having my head down and simply reading
this out. I'm going to address the substance of the quite lengthy paper that I've
aready submitted to the Productivity Commission. Asfar as representation goes, |
can say that technically | am employed with the WA Department of Planning and
Infrastructure, but I've not been at work since January 99. | have received no income
for the past three years. The reason for my circumstances involves the productivity
issues associated with the choices for delivering public services that my department
faced back in 1995. | won't go into the complexities of my story, asthey are endless.
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PROF WOODS: We do have a submission from you, so that will be available on
the record.

MR WINZER: Yes.

PROF WOODS:. Thank you.

MR WINZER: | gather it will be on the web next week.
PROF WOODS: Yes.

MR WINZER: Today I think it suffices meto say that these choices that the
department faced with regard to productivity back in 1995 were between the best
practice organisational change agenda that had been made effective through the
legalities involving the public service commissioner, Treasury, the cabinet of our
state government and both the federal and state Industrial Relations Commission.
The other choice - asimplistic approach - was the then government’s policies for
privatisation and contracting out, so you appreciate they are very much productivity
issues, the choice between these approaches to productivity for delivering public
Services.

My duties featured in my statement included and | quote, "Implement
enterprise bargaining, best practice and benchmarking throughout the department.” |
emphasise it is obvious that any government has aright to change the agenda for
work organisation and productivity of any department; that is quite clear and
obvious. My concern within the Department of Transport - now Planning and
Infrastructure - was about the process of switching from one agenda to the other.
| actually had slides done. I’'m not thinking about the format of today but | have
actually got enough copies of those slides to hand around, if you don’t mind.

I’m looking at slide 1, which you will have soon. My whistleblower experience
began, like many others, with simple questions and then expressions of concern
within the scope of my duty statement. | have since learned that my whistleblower
experience became textbook. I'll read all this out - given we're being taped - ahead of
my slide. Productivity issues. on ascale from minor matters related to work
organisation - you know, such as where you keep your pens and paper - to alegal
conduct causing shareholder or public detriment. Unfortunately there is no shortage
of examples of both public and private sector organisations that have been or still are
at the centre of highly publicised crises that ultimately impact on productivity. On
my slide there I've given you the few examples of HIH and One.Tel, Pan, WA Main
Roads, WA ombudsman. Those from WA will know of all of these - WA
Department of Environmenta Protection, and I've got in brackets there, "Wagerup,
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Bellevue, Brookdale." Of course we have down the road the royal commission into
the WA police service, and they have their productivity, of course, in terms of -
looking at it simplistically - lowering the crime rate and how they do that, how they
allocate resources to do that.

| also was going to refer you to my second slide headed Hansard, 6/9/2000.
Thisis an extract from the report to parliament from the standing committee on
public administration provided by the chair at the time, the Honourable Kim Chance,
now aminister of thisstate. Thefirst part of hisreport included - and I'm reading
this out to basically give you a picture of my situation as it was appreciated by
Minister Chance. The 1995 enterprise bargaining agreement was alegal document
and it imposed legal obligations on each party.

Mr Winzer took his duties as a public servant very seriously, and charged
with aresponsibility for ensuring that enterprise bargaining agreement
and the obligations it opposed were very properly administered by his
employer, the Department of Transport. He became concerned that the
Department of Transport was failing to meet those obligations.

That's basically the outlining of my whistleblower situation. Going back to
dlide 1 and those examples | cited, | occasionally had a cup of teawith two of the
people at the centre of main roads and ombudsman matters respectively. The one
that was responsible for the commissioner of main roads being sacked is away this
week, so | was unable to contact him for permission to name him. | am sureif you
are from WA you will recall the considerable media attention to that matter.

Chris Reid was responsible for the WA ombudsman being sacked. | got
Chriss permission last night to give his name, although given the media attention it
was no secret. Unfortunately neither of these friends of mine are working any
longer, due to their public interest disclosure experience. That fact aloneisa
productivity issue. In my view, what | put to you today - and I’'m drawing your
attention to my first slide again - al hinges upon those principles that I've listed there
under the heading Reporting. That is, I'm suggesting that for people to report on
productivity issues within their organisation, there's a necessity for the principles of
honesty, trust and accountability to be upheld within the organisation. | should have
included integrity on that list.

| believe everybody at least understands the meaning of these principles,
whether you're abeliever in Buddhism, Catholicism, capitalism, Marxism or simply
yourself - or whatever your belief - you know the meaning of these principles. In my
dide 1 I've suggested basic terms. There are two pathways that may face an
organisation once areport is made by someone within the organisation or, for that
matter, outside as to a productivity issue. Pathway 2 I've suggested in the box there
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would be dealing with it by way of best practice. | should know about best practice.
When | was working, that was my area of expertise, as I've mentioned earlier by my
duty statement. Through employee participation an organisation would be enabled to
identify ways of improving productivity.

The alternative pathway would be for an organisation to deal with the person
who raised the issue of productivity. | would like to give you a snapshot of my
circumstances that commenced in the Department of Transport effectively back in
1995 and isongoing. Thereis transcript of acknowledgments of the key players
about my first attempts to speak to the director-general about the need for him to
demonstrate a commitment to the department’s enterprise bargaining agreement.

| will take you to slide 3 headed Consequences for Me Inside the Department.
| can't - despite the taping of this - take the time to read all this out; suffice to say, as
| suggested earlier, it’s pretty textbook circumstances for a person making a public
interest disclosure. Asyou'll see by the list there it began pretty subtlety with labels
forced upon me, "not supportive of the department’s objectives’. Then we go
through the spectrum of, you know, threats of discipline, losing my job, contractors
brought in to do my job, threats of defamation action. Looking back, it is quite
aarming but, as| say, | have read considerable material now on these sort of
processes for people making public interest disclosures, and mine is not unusual.

You'll see there one of my past director-generals, before WorkCover and on
oath, actually acknowledging that | was sent for counselling because in his view, or
in the views of his senior management, | was exhibiting signs that indicated that |
was having difficulty in coping in the work situation. Thiswas three to four years
into my experience. He said they sent me for counselling because of my
"preoccupation” with the matters | was raising about productivity in the department,
and | was suggesting - and it was about that time that | used for the first time the
words "serious improper conduct and/or corruption".

That very detailed slide about the consequences for me, | can't offset
unfortunately, with another slide of arecord of the department addressing my public
interest claim or the evidence | offered in support of my public interest claim because
they never did - it never happened. They never addressed my public interest claim or
the evidence | offered in support. However, the minister’s parliamentary secretary,
Graham Giffard MLC, responded 7 May of last year to questions on notice from
Greens MLC Jim Scott as follows:

(1) The department has followed the lawful practice of keeping al
records relating to the complaints by Mr Winzer; (2) al submissions
made to the department by Mr Winzer have been examined and where
necessary investigated by the senior officers of the department.
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It never happened. There are no records. Once upon atime, when | wasa
naive happy chappie, | thought you could not mislead parliament in this way.

What | am calling slide 3 is headed up, as part of my case study, Outside the
Department; outcome of my appeals for help. | will read this out very quickly. The
first dot point:

The Human Rights and Equal Opportunity Commission do not afford my
submission the status of acomplaint.

Second dot point, the Equal Opportunity Tribunal argued they do not have the
jurisdiction to deal with the mattersraised in my letter. Just quickly, because the
Equal Opportunity Commission didn’t give the status of complaint, legally | was put
out of bounds; | was basically not let in the front door. It hasto be called a
complaint to be able to go to the tribunal to complain about the Equal Opportunity
Commissioner. | cynically suggest to you that the Equal Opportunity Commissioner
circulated in aclub of CEOs and | suspect when she saw the names of the
director-generals on my complaint that swayed her view of my submission.

My third dot point: Worksafe suggested that the Public Sector Standards
Commission was the best avenue for pursuing my concerns. | had suffered an injury
and it was as aresult of the thrust of my approach to Worksafe; it was about the fact
that | was a redeployee and the redeployment system was acknowledged. Y ou will
recall much press and endless debate in parliament about it being dysfunctional. But
Worksafe sent me to Public Sector Standards Commission. The Public Sector
Standards Commissioner stated, and | quote, "There is no justification for this office
to pursue the matter further."

The Anti-Corruption Commission suggested that the matters | had raised would
normally be of interest to the Public Sector Standards Commissioner. Thejoint
standing committee on the anti-corruption commission advised that their standing
orders prevented them from looking at a matter that had been referred by the
Anti-Corruption Commission to the Public Sector Standards Commissioner. | excuse
you if you want to have a chuckle here. Thisisreally, "Yes, Minister" stuff surely.

My last dot point there, the auditor-general, after having his officersreview the
content of the files of the Public Sector Standards Commissioner advised that he
regretted that he was quote, "unable to assist me further in this matter”. Minister
Chance and a good supporter of mine, Associate Professor Peachman, met face to
face with the auditor-genera to try to explain to him what the circumstances were
and that we were dealing with corruption and the bill to the public, by my estimate,
exceeds $10 million to this day, but nothing happened through the auditor-general.
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| put to the premier, having had no joy with any of those external organisations,
that justice could only be served if an investigation of my public interest claim
preceded the hearing of my application for workers compensation because of my
injury. | certainly felt like an enemy of the people. | heard something on TV the
other night from - you may correct me - Constable McCartney, the police royal
commission down theroad - | think he said something very, very similar. Hefelt as
though he was the crook.

The WorkCover experience, as | couldn’t prevent myself ending up there, was
simply horrific and | won't go into the detail of it. Asyou may easily see from my
full submission to thisinquiry, that experience has left me with aview that
WorkCover wilfully collaborated with my employer to discredit me and thus dismiss
my public interest claim. | encourage you to look at the evidence | have provided. A
lot of it is about the format up there and the procedure and what | suggest isthe
value-set of their review officers, that allowed this stream of people - and there were
approaching 30 people from the department because you will appreciate
whistleblowers have few supporters. There was a stream of people for the
department. Two past directors-general and the director-general at that time were
allowed to make statements about significant events and documents and say,

"Mr Winzer was given this document,” and | was sitting there saying, "Whereisit?
Whereisit?' Inthe decision the review officer said | wasinsolent. These
documents don't exist.

| go back to my slide number 1, down the bottom. As| said, the WorkCover
experience was horrific and a particularly ugly aspect of the experience was the use
of psychiatrists. | can't see aclock but | hope I've got five minutes to deal with this.
Recent statistics obtained through FOI procedures show that three particular
psychiatrists - and | won't name them today, | won't attract the crabs - were most
often used by WorkCover. One after attracting criticismsin the WA parliament - |
have got those stats if you want. In fact you may be familiar - they are not actualy
from freedom of information; it's what was used very publicly by a high-profile
lawyer in Perth and it has the names of all of the most commonly used medical
practitionerson it.

There are three psychiatrists there - the ones that | want to draw your attention
to - the first one, after attracting criticism in the WA parliament over some years and
being at the centre of a number of inquiries conducted by the coroner, opted to
remove himself from the workers compensation arena. | have the Hansard copy of
the debate in parliament about this fellow here. You can verify that. Going back,
thisfirst started in 1994 and you will appreciate this fellow was doing what he
did- - -
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PROF WOODS: If that’s aready on the public record, Mr Winzer, we don’'t need
to repedt it then.

MR WINZER: That'sfine. Over years he drew attention and, as | understand it, in
the end he opted to remove himself. The second WorkCover psychiatrist | draw your
attention to - they used to fly himin from Sydney. The following istaken from
media reports and to back the media reports up here | actually have the document
from the New South Wales Medical Tribunal - to back thisup. Thisistaken from a
mediareport: "Psychiatrist" - name - "has been found guilty of unsatisfactory
professional conduct by the Medical Tribuna of New South Wales and isto be
deregistered. The patient declared that" - name - "visited her home about midnight
with a bottle of scotch in hand. He performed massage, then urinated on her before
sexual intercourse.” | have acopy of the tribunal decision to deregister that fellow
hereif you wish to seeit.

The third WorkCover psychiatrist that | draw your attention to is today across
the other side of town in the Children’s Court - because the Children’s Court doesn't
function Fridays - beginning his four-day public hearing before the Medical Board of
WA, and obviously | would have been here. Thisisthe fellow my department sent
meto see. You know him, you people here who are familiar with the - - -

PROFWOODS:. Canwe- - -

MR WINZER: | understand the Medical Board received approximately 40
complaints against thisfellow last year alone. | share the view with many members
of the Injured Persons Action Support Association that WorkCover is corrupt.
IPASA have made a separate submission to thisinquiry.

| address the last item on my overhead number 1 in the corner there - costs.
The costs associated with my case study that have been or will be ultimately paid for
by the taxpayers must be significant. There are the unresolved questions asto
whether there was in fact corruption involved, as | claim, in the process of switching
to privatisation in contracting out and whether, if the things that were privatised that
shouldn’t have been because of the process of switching - such as the bus system -
have taxpayers incurred a detriment or not? We will never know those costs; nobody
is going to do the numbers.

| would ask you about the personal cost to those who no longer work as aresult
of the agenda-switching process. With respect to my case, | estimate the cost
directly associated with the attempt to silence me now far exceeds atotal of
$1 million. When | was with my former union, their solicitors estimated the
WorkCover legal coststo bein the order of 600,000. Some of the psychiatric reports
that were done on me ran to 30 pages; some of their reading - just single instances of
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reading they were given, they charged for 20 hours - just for one instance.

Going back to what | was calling slide 3 headed up Hansard 6/9/2000, again
Minister Chance. Asyou mentioned, commissioner, thisis a public record now so |
won't read it al out but Minister Chance described, in reporting to parliament on
behalf of that standing committee, the harassment | was subject to. Although he
didn't say the twist of the truth - the expression he uses on the bottom line there - that
was actually the responsibility of the Public Sector Standards Commission. | went to
great lengths with a colleague to explain to them. Associate Prof Peachman wrote to
them, Kim Chance wrote to them and said, "Get thisright, get thisright." But, no,
they closed the file on me, despite the great efforts put to them that there was a twist
of the truth about the history of my attempts to make a public interest claim. | go
into excruciating detail of that twist of the truth and how it was constructed in my
full submission which you'll be able to access on the web next week.

| should mention very quickly - and I've got some copies - my good friend
sitting there, Steve Ewen, gave me some figures that he was provided yesterday
about the cost of bullying, because it was an experience of mine related to the
Anti-Corruption Commission. Despite my going to the deputy premier and saying,
"Look, | don't want these people near me again,” they still attempted, under the
excuse that they were simply in the area, in my suburb - without any appointment
they knocked on my door. Fortunately | wasn't at home. But so concerned was| as
to what may have been the outcome of that uninvited and unscheduled visit, |
attempted to get arestraining order against the Anti-Corruption Commission in the
Joondalup Court.

Therewas|, as usua on my Pat Maone, and there was the Anti-Corruption
Commission with their legal counsel in number and | wasn't even alowed by the
justice to provide documents - that is, my correspondence with the deputy premier.
Hejust said, "Misconceived, Mr Winzer. Next, please," and that wasit. So | didn’t
get the restraining order up but | retain the view that they were a bullying
organisation and | am able to substantiate that today. Y ou would have seen the press
- | think it’s 20 staff within the Anti-Corruption Commission feeling bullied, and it
was abullying culture. | have a copy here of the Commissioner for Public Sector
Standards, ironically enough, reporting to parliament on the bullying within the
Anti-Corruption Commission. That issimply what | experienced. My friend Steve
Ewen gave me these numbers.

PROF WOODS:. Mr Winzer, can you explain how that relates back to the workers
compensation issue?

MR WINZER: My dlide1 | hopewould be- - -
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PROF WOODS: Yes, your cost benefit down the bottom.

MR WINZER: Yes- would be clear that these costs have to offset good
productivity. Without going into afull analysis of it, | hoped it would be clear that if
people are being bullied in aworkplace they don't work productively. If people
make a report about a productivity issue and they are silenced and that productivity
issue is not addressed, there has got to be a detriment.

PROF WOODS:. Thank you, Mr Winzer.

MR WINZER: These numbers| was given this morning are alarming. These were
presented to a standing conference on organisational symbolism in the College of
Dublin in 2001 by an Australian firm, Sheahan McCarthy Barker and Henderson.
They estimated the overall costs, if you're looking at only a 3.5 per cent prevalence
of bullying within organisations across Australia, the costs would be in the order of
5billion to 13 billion. I'm quite happy for you to take a copy of those numbers.

My last dlide is with regard to my recommendations to the Productivity
Commission. My first recommendation is development of potentially effective
public interest disclosure legidation. My second recommendation is conduct of an
education campaign to save whistleblowers from the enemy of the people experience
and thus entry into aworkers compensation system. My first recommendation - |
said "potentially" because you can have all the legidlation in the world in place and it
isn't going to save you if thereis no commitment. | go back to those principles of
integrity, honesty, trust and accountability. | fear, given the lack of help I've had
from the current Western Australian government, | have no confidence in the
whistleblower legislation bill going through the parliament making any difference.

My third recommendation to the Productivity Commission is to prevent
involvement of identified - | call them hired gun psychiatristsin workers
compensation. | closetoday - and | know it is ajaundiced view of things - my
recommendations there are really fanciful nonsense because | really don’t think
things are going to change. That last one - preventing the involvement of identified
hired guns - unfortunately, these three I've mentioned have their heirs. Injured
Workers Action Support Association - I've seen one of them that the department sent
meto - they're just replaced, unfortunately because apparently the money istoo
attractive for them. | must close, and with that, thank Mr Abbott for this opportunity.
Thank you very much.

PROF WOODS: Thank you, Mr Winzer.
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PROF WOODS: Our next participant is Dr Robert Guthrie. If you could please
make your way to the table. Dr Guthrie, could you please state your name for the
record and any representation you are making.

DR GUTHRIE: My nameis Robert Guthrie. I'm head of the School of Business
Law at Curtin University. | suppose the reason why I'm hereisthat I've had 20 years
experience in workers compensation matters, more particularly in the last 10 years
writing a number of reports for the Western Australian government and, most
recently, onein 2001 which was - - -

PROF WOODS: And one before that in October 2000.

DR GUTHRIE: | think in 1999 there was areport reviewing the workers
compensation system then, and previously in 1991.

PROF WOODS: Yes. We've had the benefit of going through several of your
more recent reports and thank you for those. Do you have an opening statement you
wish to make?

DR GUTHRIE: | indicated, when I first contacted the commission, that | wouldn’t
be making awritten submission but | provided to you this morning some notes and
copies of a number of articles which | have published which | thought might be
useful to the commission. I'vetried to work through the terms of reference in those
notes addressing some of the headings which the terms of reference has asked to be
addressed. Perhapsif | could take you through the written notes | have provided.

PROF WOODS: Yes, that would be helpful. Thank you.

DR GUTHRIE: Some of these | have put more emphasis on than others, but in
relation to the first matter which | discussed under the heading of Self-Insurance, |
have provided now a copy of a paper which | wrote last year for the Worksafe
conference which touches on these matters to some degree. My first comment is that
self-insurance is generally a commendabl e practice although there are some flaws
within the system. But the benefit of self-insurance seems to establish now that there
isagreater responsiveness by employers to accident prevention and safety. The
statistics that I've seen indicate that the costs of their workers compensation claims
tend to be lower.

The negative side that appears from time to time is the unresponsiveness to
rehabilitation in injury management, although again, on the other hand, there are
indications that they have been very proactive in relation to injury management,
accident prevention and rehabilitation processes.
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PROF WOODS: Isthat in part because there’s actually a diversity of firmsthat are
self-insurers and you can't therefore just draw a general conclusion about specific
actions?

DR GUTHRIE: That would be one of the reasons. Also in my mind thereisthe
issue that quite often with a self-insurer they will set up their own practices and
procedures in relation to injury management which are, in a sense, far too close to the
objectives of the employer in terms of its productivity and they don't separate
themselves. For example, they will engage medical practitioners in-house and may
unwittingly give the impression to workers that they can’'t see their own doctors, for
example. So some of the practices that have been set up lack perspective, and |

know the difficulties that rehabilitation providers have sometimes with self-insurers
isthat self-insurers do not generally like to have external rehabilitation providers and
injury management processes take place and that sometimes, | think, can retard them.
But generally, | think the statistics indicate that their performance has been fairly
strong.

PROF WOODS: Yes. I'maware of anumber of self-insurersin remote localities
that have engaged doctors on staff and that’s understandabl e, although the worker
obviously aways retains the right to have their own GP attend their needs. It may
occur less so in metropolitan areas.

DR GUTHRIE: The experiencein WA unlike, for example, say, South Australia -
where | think there are high numbers of self-insurers - is that we have in the past had
about 20 and | think it's moving to about 25. The stimulus for that has been basically
arisein premiumsor at least an inability of insurersto actually get the premiumsto
trend down for some employers. If you look at the statisticsin WA at the moment,
the overall premium rating is actually quite low and the profitability of insurersis
quite high. But the delivery of low premiums hasn't actually been uniform and some
employers have taken the route that they will now go down to looking at
self-insurance, and | think the number of applicationsin WA has actually risen
recently.

PROF WOODS: Thereisaself-selection process, isn't there?

DR GUTHRIE: Yes.

PROF WOODS: If they think that they can form it in-house at less than the
premium and they meet the prudentials and the occ health and safety requirements,

then - - -

DR GUTHRIE: Yes Butweareseeingin the past some of the larger employers
who have been content to go with private insurance have actually moved over to
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self-insurance. Yes, it is self-selecting because they have to go through the bonding
process and satisfy the government they've got sufficient resources. Also | think, we
have to be mindful of the fact that they’re capable of actually doing al the things
which are required. But in general | would support the process with the caveats that
there needs to be perhaps sometimes some auditing of the processes of things like
injury management and the processes by which referral to in-house doctors take
place. Those are the weaknesses in the structures.

PROF WOODS: Isthereaso aconcern that, by their very nature, small and
medium businesses are not able to self-insure; they don't have the prudentials, they
don't have the resources, they don't have the overheads? Therefore, if large
well-managed organisations self-select out, then the residual pool becomes
inherently more expensive for the remainder.

DR GUTHRIE: Yes. I'veheard that argument often from private insurers who
have afear that if there are too many self-insurers then of course the pool dwindles
and it's not sufficiently profitable for them.

PROF WOODS: And your view?

DR GUTHRIE: [ don't know that that should be a motivation for running a
compensation system. | think the threshold - - -

PROF WOODS: No, it may be a consequence of that action.
DR GUTHRIE: It might be, yes.
PROF WOODS: It need not necessarily be a motivator for retaining that.

DR GUTHRIE: Yes. If oneof the main objectivesis- and thisisthething | would
urge most this morning - when | look through the terms of references, alot of detall
in relation to things like self-insurance, insurance cost shifting, benefit structures,

et cetera, but for me the main story which comes out again and again, is the emphasis
on injury management and return to work. It’sinteresting - and you would be aware,
sir, of the Back on the Job report which came out last week or the week before, the
thing which interests meis that the terms of reference of that inquiry, the first two,
related to fraud in workers compensation and the committee wasin fact unableto
establish significant fraud by workers.

| think most people could have told the committee that fairly early on, and in
fact they did. It'sinteresting that the title of the report is Back On The Job - that is,
they concluded that really the key issue is returning people to work. That resolves
many of the problems which we hear about consistently. | mean, it'strite redly. If
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you return people to work quickly then you reduce the duration of claims, the cost of
claims, the harm which is done to people who stay out of the workforce and all those
issues. So | think that isthey point here.

PROF WOODS: One of two key points: the other isinjury prevention in the first
instance.

DR GUTHRIE: Sure, yes.

PROF WOODS: In particular, I'm interested in the feedback loops, because certain
system designs can encourage feedback loops and | suspect the self-insurers do have
that inherently in-built, whereas if you have third partiesinvolved in the claims
management process, some of that feedback loop may become abit less direct.

DR GUTHRIE: | would agree with you.
PROF WOODS: If you could explore some of that for me, that would be helpful.

DR GUTHRIE: The WorkSafe paper, I'll cal it, actually triesto flesh that out a
little bit.

PROF WOODS: Excellent.

DR GUTHRIE: I'mnot an economist, I'm alawyer. I'm at a disadvantage in terms
of talking about, you know, premium setting and those kinds of things. But the paper
triesto obviously draw alink between safety performance and incentives for
premium setting, so that those employers who do well with safety should be
rewarded by a diminishing or discounted premium and | think again that’s quite trite.

The mechanism for that is quite difficult and where we have done badly in
Western Australiais that, because of the private insurance structure, private insurers
have actually been unable to deliver a structure which actually has that - again, using
the phrase - structured process; there isn't a requirement that insurers do thisasa
matter of coursein Western Australia. The system hereisthat the rates for
premiums are set by the Premium Rates Committee, which actually sets the maxima
for premiums below which the insurers can discount.

The problems which Western Australia had throughout the 90s - and towards
the late 90s became acute - were that notwithstanding the poor accident performance
of some employers and the increase in costs for insurers, they continued to discount
premiums to large employers but continued to demand the maximum payment from
small and medium employers, and in fact impose impost on some of those to
surcharge those. So in Western Australia | think we have some disadvantages which
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don't appear in other jurisdictions.

One of the terms of reference is the question: what role do private insurers
have in the system? That's a very difficult and threshold question for the
commission. It seemsto me that notwithstanding some of the problemsin other
states the onusisreally on the private insurers to show their place in a compulsory
compensation system. My experienceis that time and time again the benefits of
having a sole insurer, or at least an insurer which is the main manager being
government-based, consistently come out. For example, they are able to put in place
structures for incentive-based premium setting which generally private insurers have
not been able to do and have resisted that. Clearly that's my experience in the last
couple of years.

When | made this proposal in my report to government in 2001 it was
decisively negatived by the insurers who said, "We simply cannot do it." Their
argument, of course, isthat they can discount to large employers because that’s a
negotiable premium situation, but if they give discounts to small employers that may
diminish the pool of reserves available in the event of a claim which may be made,
and a claim made in relation to the small employer may have catastrophic effects.

That’s a cosmetically attractive argument if you consider that the pool should
be broken down into big and small. My view in the paper which | put to the
Worksafe conference was that, in fact, you should consider the pool at large - that is,
they should be mixed together. Private insurers have tended to resist that but | would
say that a sole government insurer isin amuch better position to do that becauseit,
in fact, has control of the whole pool. Thisis, | think, really the key question: what
role to private insurers have in the management of claims, rather than the actual
disbursement of the - I'm not expressing myself well there. | think that the collection
of premiums should be done by government and a sole insurer. Private insurers, if
they have arole, maybe in the management of some of those claims, and a
disbursement of the benefits, but not necessarily taking a profit related to the
premium pool which is currently what is happening.

PROF WOODS: So that they'd beon afee- - -
DR GUTHRIE: Agency basis.

PROF WOODS: Yes, agency basis- - -

DR GUTHRIE: |think that isreally therole.

PROF WOODS: - - - providing the claims management function.
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DR GUTHRIE: That'sright.

PROF WOODS: They may not be the only organisations capable of providing
such afunction.

DR GUTHRIE: No, infact there may be government agencies that could do the
same aswell, | suppose.

PROF WOODS: Or other private agencies. All werelooking for is competencein
claims management.

DR GUTHRIE: Exactly, That, | think, isavery important sideline to the issue of
injury management. The two are an important sort of adjunct; if you in fact handle
claims badly it of course affects the way that injury management is done.

PROF WOODS: Thank you.

DR GUTHRIE: Generally speaking, under the issue of self-insurance | do mention
in the paper the question of mutuals because you asked, "What about the situation for
small and medium employers who don't have the capacity to self-insure?"

PROF WOODS: Yes.

DR GUTHRIE: | think thereis some scope for investigation into the issue of
mutual insurance processes in the workers compensation field. We have to tread
very carefully here because the issue of remaining solvent would be foremost in
people’s minds and some caution about how these mutuals could be put together - but
they have been successful in the UK and the USA has along history of mutuals
operating in relation to seamen’s compensation claims.

PROF WOODS: Areyou also conversant with the Pharmacy Guild mutual
arrangement in New South Wales?

DR GUTHRIE: No, I'm not.

PROF WOODS: Sothere's another example. Loca governments, again in that
jurisdiction, have pooled together under an organisation that provides mutual - - -

DR GUTHRIE: Yes. I think it's something which needs to be thought about and
guidelines put in place.

PROF WOODS: Again, | can think of anumber of industry sectorsthat are
sufficiently cohesive, that would allow the roll-out of such amodel through them, but
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then you're ways left with the residual .

DR GUTHRIE: Yes, that'sright. There need to be proper entry and exit processes
for participantsin amutual.

PROF WOODS: Yes.

DR GUTHRIE: But it's something which hasn't had much press. | think it needs
ideas developing in this area.

PROF WOODS: Have you explored that also in the paper?

DR GUTHRIE: The paper addresses that to some extent. There are people morein
tune with this than | who could speak longer on it.

PROF WOODS: Yes, weare pursuing others. I’'m just curious asto your
contribution. Thank you.

DR GUTHRIE: Under the heading of Occupational Health and Safety | think I've
probably addressed that. Inthelast report | did for the West Australian government -
I've given you the pages there, 201-214 - | touched on the issue of occupational
health and safety performance.

PROF WOODS: | have read the executive summary of that document.

DR GUTHRIE: | would say the executive summary is somewhat misleading - - -
PROF WOODS: It'swritten by?

DR GUTHRIE: Yes, that'sright. What | found was that people who read only the
executive summary were at a bit of adisadvantage. | did explain myself, | think, a
little bit better in the body of the report - at least | hope | did.

PROF WOODS: | will pursue further into the body of the report, but | thought |
would at least start with - actually the front of the executive summary seemed to be
written for adifferent audience for the first few pages; an explanatory piece.

DR GUTHRIE: Yes, Butin part the reason for that is that the report, if you do look
at it, isunfortunately pretty bulky and | didn't expect that many people would
actually get around to reading most of it.

PROF WOODS: Wewill.
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DR GUTHRIE: Hopefully there will be some things there of interest to you.
PROF WOODS: Thank you.

DR GUTHRIE: There'san issue of access and coverage which israised in the
terms of reference. Thiswas actually addressed recently in the House of
Representatives report and, if | understand their interpretation, they were concerned
that there may not be sufficient coverage of contractors and a number of people
actually missing out from coverage in the workers compensation arena. Thisis
largely afunction of the trend to contract out, which | think in part was what the
previous speaker was talking about.

My view isthat the West Australian model is actually quite adequate. I'm
aware that there's quite alot of criticism of that by the Chamber of Commercein this
state and | notice that Mrs Bellamy is coming later and will probably talk on that
point. If | can perhaps anticipate alittle bit of disagreement here, the argument is
that our definition actually covers arange of contractors and that thisisinappropriate
because it should cover basically pay as you earn, employee-type people.

The problem with that, of course, isthat it’s actually anathemato occupational
health and safety because what this report found is that those people who are
involved in contracting out tend to have a higher rate of fatalities and injuries so that
if they are not actually picked up by the workers compensation system, the statistics
don't show what is actually happening to those people and they may in fact avoid
discovery. That's notwithstanding that most occupational health and safety does
cover contractors to some extent.

My point isthat the current legislation in WA is areasonably good match and
the kinds of people we cover for workers compensation are covered in the
occupational health and safety legidation.. I'm aware that gives some grief to some
employers, in that they see they are covering people who are, in a sense, having the
advantage of being a contractor and possibly taking a taxation advantage for that and
that the principal contractor is having to cover them. Thereis a serious issue of
double coverage where, under our legislation in section 175, it puts the principal at
risk where aworker isinjured in the employment of the contractor.

But | would say that, really, the emphasis is on maximum coverage and that a
definition like oursin WA is actually quite workable. Some people have argued that
it'stechnical but it actually has along lineage and we've had probably 30 years of
decisions which make it quite clear really what we're looking at when we're talking
about the contractors who are covered. We're talking about people whose
remuneration is substantially for their [abour and skills, so that’s a reasonably clear
definition.
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| would also argue, in terms of general coverage for the issue of disability, that
Western Australia - and | think South Australian has asimilar definition - the
definitions for disability here are, again, quite workable. We've had a good lineage
of decisions on what we mean by "injury by accident” and what we mean by
"disease". The High Court has given us alot of guidance on those things and it's
probably foolhardy to start fiddling around with some of these things because we've
got such along history of decisions being made on them.

In Western Australiamy view is - and having worked in the jurisdiction for
quite along time - that the definitions in terms of "disability” and "worker" arefairly
sound. Other states vary and I’'m aware of some pretty complicated definitionsin, |
think, Victoriaand New South Wales and it might be that those states would benefit
by having alook at what we've got here.

PROF WOODS: Putting aside the definition of "disability" - and coincidentally
that happensto be, in part, subject of a parallel inquiry being by the Productivity
Commission - going back to the definition of "worker," my task isto look at possible
models for anational framework. There can be several approachesto this: oneis
that within each jurisdiction you would develop a definition that - for efficiency and
coverage - applies across workers comp, occ health and safety, payroll tax, industrial
relations. From the employer’s perspective, they know who isin, who is out and
what their obligations are. So that’s one approach.

The other, putting on my national hat, is to have some coal escence of definition
within, say, workers comp that applies across all states and territories and one
definition for occ health and safety that applies, but that they may not necessarily
therefore coalesce together. Do you have aview - not from aWA perspective, but as
an academic of national standing - as to how to approach that issue?

DR GUTHRIE: | guessmy first comment is"good luck". If you werelooking at a
definition which was transferable across jurisdictions, industrial, occupationa health,
workers comp, then the easy direction you could take is you simply confine that to
employees and the generally understood contract of service kind of definition and
that would give you asimple answer. Y ou would, as a consequence then | think find
considerable numbers of people who then were not covered for workers
compensation when really they are dependent contractors, rather than independent
contractors; that they don’t really have control over the occupational health and
safety in the place that they are working.

It might be to reduce a definition to that very convenient and workable

approach would do a disservice to industry generally because by excluding those
people from coverage and enforcement you would, in fact, probably create or lead to
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the potentia for lack of accident prevention and safety. The aternative and
probably, at the end of the scale, iswhat currently existsin WA and mostly
nationally - perhaps with the exclusion | think of the Northern Territory and
Queensland where they have tended to go to the - if | understand recently
Queensland - the "pay as you earn” definition in workers comp.

PROF WOODS:. Northern Territory uses, "Do you have an ABN or not?" - which
IS an interesting approach.

DR GUTHRIE: Whichitis;it'svery pragmatic. But | think in principleit's
wrong. Thereason for that is, as| say, there are people who are apparently
contractors for taxation purposes - and it may be they get certain advantages for that-
but really don’'t have much control over their working environment and really should
have legidlation which protects them in that respect.

PROF WOODS: They may not necessarily be fully informed of the consequence
of being told to go and get an ABN before they can start work.

DR GUTHRIE: Exactly. | think many people did in fact register and get ABNs at
the time because there was a sense of compulsion to do so through the Taxation
Department in that they may have feared that had they not got it, there may have
been a penalty and they've ended up with ABN when really that wasn't really what
was intended. I'm not helping you a great deal in terms of where to start, except that
my genera view isthat it may in fact - and | mean no offence by this - but it may be
misconceived to attempt to have that in place. Traditionaly, of course- - -

PROF WOODS: Can we separate out occ health and safety from workers comp in
thisdiscussion? Maybe it's more likely to succeed in occupational health and safety
in terms of developing a common national definition, but then in so doing you might
|ose the harmonisation with workers comp through each of the jurisdictions. Do you
perceive there being different likelihoods across each, or do you treat the two as one?

DR GUTHRIE: One of the problems which occurs frequently, particularly in
Western Australia, isthe lack of communication between departments as to the data
that they collect. Worksafein WA, for example, is dependent upon the data
collected by WorkCover, so the restriction in any data by WorkCover will affect the
way that Worksafe interprets it and the way that it puts into place policy. If wewere
to take out coverage for contractors under WorkCover, then that would, it seemsto
me, affect the way that Worksafe does its business.

Our biggest problem at the moment isit hasn't been transmitted as a matter of

course - the poor behaviour of employersin terms of insurance records. By that |
mean private insurersin WA know who are the bad performers in terms of
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occupational health because they have their accident records and they impose
premium hikes on those people under the current system. That information is
actually not given as a matter of course to Worksafe. It isaproblem in this state that
that data doesn't go through.

What I'm saying isthat if you actually reduced the definition to the worker or
contract of service basis, then you would again diminish the effectiveness of some of
the occupational health departments. That’s, | guess, the thesis of what I'm putting
here: that in order to be effective, you do actually need to take account of employees
and contractors. If you start diminishing definitions ssmply for convenience so the
employer knows who is covered and who is not, you actually may be aborting the
whole process.

PROF WOODS: That's areasonable requirement though, as afirst instance, to
know who is covered in terms of what they’re paying premium for, for whom they
areresponsible.

DR GUTHRIE: But, if you go back to the purpose of this legidation, the purpose
isbeneficial - in the case of workers compensation, it’s beneficial to the worker, so
the primary aim has got to be compensation for the worker and injury management.
The purpose of occupational health and safety is for the safety of workersin the
workplace.

PROF WOODS: To provide safe workplaces.

DR GUTHRIE: Soif that isthethreshold criteria, most of the legislation spells
that out. Then of course you've got to take into account the issues that relate to an
employer and the payment of premiums et cetera, et ceteraand do the best you canin
that respect. But that’s not the primary aim of the legislation.

PROF WOODS:. No, but it'sapractical requirement.

DR GUTHRIE: Yes, and of courseit’s got to be something to be considered
otherwise it becomes unworkable. | guess | am saying, and I’'m probably anticipating
disagreeing with Mrs Bellamy again, that the big issue is not so much employers
working out who to cover; it’s the fact that they have consistently - and this report
substantiates it - understated the number of workers that they have. | don't say this of
all employers of course; but when you're talking about detectable fraud, what we
have been able to detect, or an insurer has been able to detect, is the understatement
of employers of the number of workers that they’ve got and not actually accrediting
those workers which they do have with the appropriate occupation in order to, of
course, reduce their premium.
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Some employers would say, "Well, that’s a function of the fact of our
premiums being too much," and my answer to that is, "That’s exactly why you need a
system which tailorsin accident performance or safety with premium setting,” and in
Western Australiain particular, we haven't been able to do that.

PROF WOODS: Doesn't that also reinforce the appropriateness of having clear
and unambiguous responsibility for coverage, so the behaviour of some
employers- - -

DR GUTHRIE: Ithinkit'sabit of afurphy, though, because the argument is put
by CCI that the definition is rubbery and difficult to understand. It simply isn't.
Quite clearly it says that you cover people under a contract of service, employees,
and those under a contract for services where their remuneration is substantially
manual labour and skills. The courts have told us time and time again what that
means. It basically means a contractor who's in the situation where what they’re
supplying is substantially labour and skills - not equipment, tools and other labour.
That’s not adifficult thing for an employer to work out.

What | think the tendency is that employers seem to have thought that because
of agovernment policy to contract out, this will save them money all round. It may
save them money in terms of wages and conditions but time and time again they've
had to bear in mind it doesn't save them in terms of occupational health and safety
and it probably hasn't saved them in terms of workers compensation. | think the
problemis, to alarge extent, that alot of employers were misled when the rush to
contracting-out took place and that is the problem, not the issue of who to cover.

PROF WOODS: I'm sure CCI will be able to speak adequately on their own
behalf.

DR GUTHRIE: I'msurethey’ll disagree.

PROF WOODS: Could you, in some subsequent correspondence to us, give
further thought to how we could progress a national framework on some of these key
definitional issues?

DR GUTHRIE: | might be able to give you some assistance by suggesting that
Andrew Stewart in South Australia- awell-known author in employment law - and |
hope he will forgive me, | think it's Flinders University. Andrew wrote a paper for
the Cole inquiry on the issue of definitions. That may in fact appear in the papers of
the Coleinquiry. It may be of some assistance.

PROF WOODS: If so, well chase it through there. Otherwise we'll go direct to
him.
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DR GUTHRIE: That may be something that will give you a start.
PROF WOODS: Thank you very much.

DR GUTHRIE: There are some other matters.

PROF WOODS:. Please proceed.

DR GUTHRIE: .Under the heading of Benefits Structures, | think this raises the
issue of common law access. Thisisamatter of considerable concernin WA. | was
asked to write in my report something which was consistent with the Labor Party
directions statement on workers compensation.

PROF WOODS:. But asan independent academic you wrote what you actually
considered - - -

DR GUTHRIE: | attempted to put in place a system which would give broader
access to common law. The government actualy - - -

PROF WOODS: | noted that.

DR GUTHRIE: Yes. That was, infact, government policy. | attempted to do that
with some difficulty because the other requirement was that | also try not to increase
Costs.

PROF WOODS: Revenue neutral.

DR GUTHRIE: That'sright. The corollary of opening common law, of course, is
the tendency to increase costs. | think the best way to put it isthat | still think there
isaplace for common law access. | know there's atendency in alot of political
statements about abolishing it. | think the reason why there's been alot of resistance
for this generally, certainly amongst workers and their representatives, is that there's
adistrust of government in taking away common law access and not actually
granting back adequate compensation and the tendency to diminish both | think is the
concern for most people. In Western Australia at least some effort has been made
where common law - I'm saying by the current government at least, because | don't
think it was true of the last government - is that some effort is being made that if
common law isto remain that the statutory system isto be increased - and benefits
availableto that are actually being expanded at the moment if legislation goes
through to that effect.

So my point about common law is that there is certainly aplace for it. I've said
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inmy brief statement to you | don't think it should be abolished unlessthereisa
satisfactory scheme which deals with long-term severely disabled workersand |

think that's the key. It may be that a structured statutory compensation system can do
that. I’'m somewhat sceptical of that, given that most political statementsin relation
to compensation tend to be with an eye to the budget and reduction of costs and I'm
not at all hopeful that if common law was abolished we would have a sufficiently
generous scheme which would adequately pick up people who have long-term
disabilities.

So | guessit’s dightly non-academic in the sense that it's more a political
statement, that there is still arole for common law. | don't agree with those people
who say that it's adeterrent factor. | don't think the evidence actually supports that
common law is adeterrent to employers. | actually think that employers are more
deterred by the fact that their premiums increase by reason of the fluctuations in the
statutory scheme. So | don't go with that argument, but | do say that it's a reasonable
system of compensating severely injured workers.

PROF WOODS: You do talk there about, "unless there is an alternate statutory
based scheme for the long-term disabled".

DR GUTHRIE: Yes.

PROF WOODS: | didn't identify any suggestion of such a scheme arrangement in
the documents of yoursthat I've read to date.

DR GUTHRIE: No.

PROF WOODS: Have you written any further on that?

DR GUTHRIE: | wasn't asked to give thought to that.

PROF WOODS: [I'm asking you now.

DR GUTHRIE: | don't mean any disrespect, but one of the issues which the terms
of reference to thisinquiry limit the debate, it seemsto me, isthat you've been asked
to report on a national framework and | think you're at a disadvantage because the
terms of reference, it seemsto me, don't actually require you to consider a national
system, which | think is different. That's something which Woodhouse J actually
addressed in 1974-75.

PROF WOODS:. Have you read previous Productivity Commission reports?

DR GUTHRIE: | readthe 1994 report and as | understand that report, really what
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it was saying is to continue the placement of the state systems but to actually create
an additional body.

PROF WOODS: An adternate nationa - - -

DR GUTHRIE: An aternate national system. | think that was avaliant attempt
because it was certainly looking at the inconsistencies and the problems of
inconsistencies amongst the state systems. No-oneis going to deny that those exist.
The questions that you're asking in the discussion paper are, "Are these things a
problem?" and, "Do they cost more?' and the answer to those probably is, "Y es, they
must do.” Just to briefly touch on that, any employer who is nationally based would
probably have to employ a compensation officer in each state, smply to be able to
comprehend the problems of the legislation and probably an occupational safety
person in each state. Simply, if you say that that’s an increased cost, it must be, on
that basis; but there, there would be awhole lot of other reasons why there would be
increased costs.

PROF WOODS: If I canjust also comment that although our terms of reference
deal with national frameworks, a student of Productivity Commission reports would
note that that doesn't prevent us from looking over the fence to understand the
context in which we report on our terms of reference.

DR GUTHRIE: I'mvery pleased that you take that view because it seemsto me
that needs to be part of the debate. There are certainly constitutional advantagesin a
federal government having a national system. It’s probably more readily available
congtitutionally to implement a national system and in effect abolish the state
systems and put in place one consistent system. That comes back to your question
which was. am | aware of any common law system which has been overtaken by a
national structure? That’s really what Woodhouse Jwas looking at .

The issue for Commonwealth compensation statutory systems, is how long do
payments go on for and what are the mechanisms to actually accommodate long-term
injured people? These arethe real cost-sensitive areas. |n most compensation
systems, I'm sure that the WorkCover CEOs around the country will tell you that
they adequately deal with 90 per cent of the people and they get them back to work
fairly quickly and it’s the 10 per cent toe which causes the distress. That, | think, is
really theissue. If you abolish common law then you must have reasonable
continuing access to weekly payments over an extended period for those people with
severe disablement and accept the fact that some people will never come off the
compensation system if in fact you do abolish common law. There will be those who
in asense require alifetime pension payment.

But if you do consider that, then it seems to me you've also got to consider the
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potential for lump sum payments to be made within that structure. Occasionally
people will attempt to redeem or seek to redeem the payment and they may be better
off with alump sum, provided it’s properly managed.

PROF WOODS: Redemption does have a potential roleto play. There'salso the
question of longer-term cost shift between the state workers compensation schemes
and the federal government’s general social security net.

DR GUTHRIE: Yes. I'veput that under my next heading. | realisethat’s been a
concern over, say, the last decade.

PROF WOODS: Beforewe get to that one, though, can | just raise adlightly
broader point that you might want to reflect on. I'm conscious that a single national
system may have a number of efficiencies but there is also the question of whether it
loses some of the potential for dynamic efficiency, whereas under some form of
creative federalism, where states learn from each other and progressively pursue best
practice, you may not have one system but you may have over time a collection of
systems that are more efficient, more effective, more equitable than a single system
that doesn't have that element of dynamic efficiency to it. What we need to then
understand is: what isthe cost of that? So if the cost of having arange of aligned
state and territory systemsis not significantly greater than a single national system,
then maybe dynamic efficiency comes into the equation. Do you have any view on
that?

DR GUTHRIE: [I'veheard the comment before that you've just made.
PROF WOODS: You meanitwasnt original?

DR GUTHRIE: I'msorry to say it, but | did hear it in Sydney earlier this year by, |
think, one of your colleagues.

PROF WOODS: Surprise, surprise.

DR GUTHRIE: Inasensewhat’s being said is that because we've got a number of
state systems, that allows us to make errors that we can learn from. Infact, | think
that history has shown usthat if you look at workers comp across Australia, it’s
probably the last 20 years when it’s been the most dynamic. Certainly, at the
beginning of the 80s - change of governmentsin alot of statesin the mid-80s meant
that there were some fairly significant changes. In Victoria, | can think of the
Cooney report and there are other things; there were very big changes. I'm not sure
that we've learnt a great deal from them.

It seems to me that we certainly - again, the WorkCover CEOs will tell you that
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they look at each other’s systems all the time and they cut and paste, to some degree,
from each other. Thereisalevel of consistency in relation to some provisions. For
example, the stress claims provisions are generally onerous across Australia
consistently. What tends to happen is the cost-cutting provisions tend to be picked
up and worked with across the states, so that where there’s been shown to be a benefit
in cost cutting - and | think alot of the other systems are looking at WA at the
moment, because in a sense we are the most frugal system in Australia and they're
looking closely at why that’s so.

The short answer to that is that common law is working incredibly effectively
against workers at the moment. There’'s simply virtually no accessto it, because of
the structuresin place. It's hard to say whether that’s intentional or not, but I'm trying
to come back to your question by saying I’'m not actually convinced by the argument
that we should allow the states to have the potentia to legislate, because in a sense
it'strying to herd cats and that’s what you're trying to do at the moment. If, in fact,
you retain anational framework structure where you allow the states - it may be that
you put in place consistency for a period of time, but how long does that last if the
states have the ability to legidate differently for the future?

What | would say isthat if you consider a national system, it might be that one
of the things - which | don't think Woodhouse J considered - was the place of private
insurersin anationa system - that is, as claims managers. It may be that allowing
them to be claims managers within anational structure, maintained in a sense with
the government as being accountable for the premium collection, you would allow
the insurers working as claims management people to bring those efficiencies to the
fore. | suppose, where Woodhouse Jwas very strong on saying, "Thisisnot a
situation where private insurers should be included, it's a government thing, it's a
compulsory structure,” it might be that time shows that there is a place for private
insurers, but in an agency role and that might fit into the national system. | would
feel personally more comfortable with that rather than the national framework idea,
but that's a personal view.

PROF WOODS: Thank you. Y our views are noted.

DR GUTHRIE: | wasmoving onto cost sharing and cost shifting. | made some
observationsin my own report that one of the interesting things that has developed in
WA isthere's been quite abit of cost shifting from, in fact, the insurers to the
employers. Thisis generally because our state system requires that compensation be
reduced after four weeks and thereafter, it's basically paid at about 85 per cent. What
happensin alot of large private employers, particularly the mining industry, is they
simply ignore that statutory provision and they continue to pay at the full rate. In
government departments, people do not take compensation and they go on sick leave,
because they may have accrued sufficient sick leave to get them through a
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medium-term disability.

The effect of that, of course, is that the employer continuesto pay at the full
rate and is subsidising the insurer by 15 per cent. I’'m not sure that there’s alot that
can be done about that. That is, | think, aview which alot of employers have taken
as a pragmatic one - that they may, in fact, achieve more by paying the full
compensation rate. It doesn't generate the resentment that might take place for some
people who have had their pay reduced. It might be, counter-intuitively, an incentive
for people to return to work, because it maintains a good working rel ationship.

PROF WOODS:. Do you have aview on step-downs as an incentive mechanism?

DR GUTHRIE: | think in the report we did for the government in 1999, the
step-downs first crept into the West Australian system, in asense. Historically,
Western Australia has always had a step-down, because compensation was paid at
the award rates, so people would immediately lose pay. | have mixed feelings about
step-downs, because I’'m not convinced the arguments that you should reduce a
person’s pay as an incentive to get them back to work are very sound. If aperson has
cost of living expenses, it seems to me an unnecessary hardship for step-downs. I'm
just not sure the arguments are there.

PROF WOODS: Asamatter of logic or empiricaly or - - -

DR GUTHRIE: | must say I've felt some sympathy for them as, in asensg, it'sa
mechanism sometimes to try to shift people from a particular state of mind, in the
sense that I’'m sure some people have thought, "Well, I’'m not going to stay off after
four weeks, because my compensation will drop me down to 85 per cent.” That'sa
terribly cynical view to take, and I'd be concerned that that would actually spread
throughout a system, because | think that’s what the step-downs are, in a sense, based
on. There'salevel of cynicism that if you start to reduce peopl€e’s pay, then they will
think hard about going back to work. | guess my feeling about them is that I'm not
sure that they work and | would much rather put a more positive emphasis on injury
management. That's how you get people back to work - actually working hard on
getting them back rather than forcing them back.

The other issue which is constantly raised about cost shifting is actually from
state to federal. | think that’s probably at a minimum because of the preclusion
period arrangements with social security. Most people who are paid lump sumsin
Western Australia are precluded from social security payments, so the cost shifting,
infact, | think isthese days minimal.

PROF WOODS: Youretaking about WA specifically?
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DR GUTHRIE: | know some states have different arrangements. | think it's
Victoriathat actually originally aimost encouraged people to go into the federal
system. From Perth in Western Australia, | don't think it's amajor issue any more. It
had been in the past, but the preclusion period has really cleaned that up.

Under the heading Early Intervention - there are people in this room who
would be able to speak more on this than myself. | attempted to addressit in my
report because | thought the other issue for me was - apart from the fact of putting an
emphasis on returning people back to work - that what was really paramount was to
have an integrated system of compensation. There's got to be an understanding,
whenever you interfere with a person’s payments, that affects whether or not they
return to work. How you manage a dispute in a compensation system affects the
duration of aclaim and all these things are tied in together.

Unfortunately, when compensation claims and systems are reviewed, there’'s a
tendency to look at one aspect. We've done thisin Western Australia. We looked at
rehabilitation, we looked at dispute resolution and my report two years ago actualy
tried to look at as many aspects and tie them together as| could. My call thereisthat
early intervention is part of an integrated system. It shouldn't stand aside fromit.
I've written a paper on the dismissal of workers under return-to-work provisions,
because | think that’s an important part of it. | just draw your attention to that. |
realise I’'m taking up your time.

PROF WOODS: No, that’sdl right. I'm interested. | wouldn't keep you hereif |
wasn't getting value.

DR GUTHRIE: Thedismissal paper was actually published to draw people’'s
attention to the fact that we've got provisionsin Western Australiawhich say that a
worker’s position should be held open for 12 months and the employer who doesn't
keep the position open, in fact, is subject to a penalty. There's not been one
prosecution in Western Australia. Those provisions are generally lame. There's been
much better performance in South Australia, where they've actually got officers
within WorkCover who enforce those provisions. New South Wales has got
industrial relations provisions which actually allow a worker to go to the commission
and seek reinstatement if they’ve been dismissed. | think Queensland also have got
provisions which much better tie these things together.

My recommendation to the West Australian government is we look much more
serioudly at the return-to-work provisions. If aworker isdismissed within
12 months, they should have clear access to aright to reinstatement and there should
be acivil right to seek areturn-to-work order, in effect, or reinstatement. Currently,
we've got a problem in that people have to go to the Industrial Commission and the
Industrial Commission have difficulty in making orders for reinstatement in these
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circumstances. The paper tries to address that in detail.

PROF WOODS: Thank you. I'll pursuethat. When you were referring to early
intervention, you mentioned two thingsin particular in your initial comments. one
was dispute resolution, but the other was rehabilitation. | notice that you're about to
go onto dispute resolution, but before you do if you could clarify for me your views
on rehabilitation. | refer to your paper to the Minister for Labour Relations of

30 June 2000, which talks about the tendency of review officersto refer mattersto
rehab as a matter of course, leading to delay in finalisation of the matter.

DR GUTHRIE: Sorry, which paper is that?

PROF WOODS: It'sby Mr Desmond Pearson, McCarthy and Guthrie.
DR GUTHRIE: And myself, yes. Okay, that’s the review report - - -
PROF WOODS: Indeed.

DR GUTHRIE: - --of 1999, I think.

PROF WOODS:. Yes, it hasgot apublished date of - that’s when we accessed it.
The other one is the more recent review you did for the current government, where
you talk about, "Better practice in injury management is akey to the reduction in the
use of rehabilitation as a claims management tool," and greater focus on
maintenance. A bit later on, though, within the same document you refer - on

page 20 - "Regulations for injury management should assert the pre-eminence of
rehab providers as the injury management professionals.”

DR GUTHRIE: | gotinto trouble for that.
PROF WOODS: | can't quite follow where you stand.

DR GUTHRIE: Okay. Thereare, infact, two or three distinct processes which
those recommendations and comments are applying to. In relation to the 1999 report
- and | think the first paragraph you quoted - my reference there to rehabilitation as a
claims management tool was basically areference to the behaviour of employers and
insurers in using rehabilitation as a mechanism by which they could get aworker
assessed, not with the intention necessarily of returning them to work, but actually to
get their pay diminished or reduced, and quite often we've seen - - -

PROF WOODS: Why wouldn't an employer who has invested in the training and

development of aworker actually want them fit and well and returning to work,
particularly given that that then has collateral positives for other workersin the
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environment who see that the employer is a good employer who treats their workers
well, et cetera?

DR GUTHRIE: | don't think there’'s any answer to that, except | can't imagine that
an employer wouldn't want that to take place.

PROF WOODS: Good.

DR GUTHRIE: | would hope that they would, but | think that if you look at the
realities of workers compensation, once a claim is made the matter and the control of
itisbasically transferred to the insurer in most cases.

PROF WOODS:. That'swhen we bring in the third party - - -
DR GUTHRIE: That'sright.
PROF WOODS: - - - intervening in the process. That’simportant.

DR GUTHRIE: Exactly, and I'm aware I've been making a number of adverse
comments about insurers this morning, but one of the difficulties which comes
through being, if you like, athird party isthat the relationship between the employer
and the worker is quite often diminished or broken down by thetime it getsto the
insurer.

PROF WOODS:. And the employer can say, "I've paid my premiums."
DR GUTHRIE: Andletsit go.
PROF WOODS:. "Thisissomebody else’s problem.”

DR GUTHRIE: That'sright. This, again, gets back to my point about
responsibility in self-insurance and mutual, where you've got that tagged down, |
suppose. Frequently it's been the case - at least in the past, but | think the practices
have improved recently and | know a number of insurers have tried to diminish this
process, but very early on and certainly, | think, up until afew years ago, insurers
with along-term compensation claim, in a sense, through alevel of frustration would
refer people to arehabilitation person - specialist professional - with the intention not
necessarily of actually making sure that the work trial was successful or returning the
person to work, given that in many instances the employment relationship has
actually ceased. With along-term claim, quite often the employer has dismissed the
worker because it’s outside 12 months, for example, or the employee has simply
resigned or they were a casual employee and, in fact, they didn't have ajob to go
back to.
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In those circumstances, the insurer takes over and the use of rehabilitation is
often asatool of claims management to get a report which says, "This personis
capable of returning to work," much in the way that some medical reports are used.
That was a concernin 1999. One of the reasons for saying that in 1999 was that, at
the time we were writing, redemptions were not then available. This meant ahuge
problem with long-duration claims and there was a tendency not only for insurers to
use rehabilitation as atool for claims management - once aworker is on afull-time
rehabilitation program, their payments continue at the full rate. That's a benefit to
the worker.

That mechanism was often used by the review officers and worker’s solicitor to
actually keep the worker on full payments. Where a claim might cometo areview
officer inits preliminary stages, it might be that, if there was some difficulty in
resolving it, areport would be sought for rehabilitation purposes. A week could go
past and then it would come back to the review officer and this would, of course,
increase the duration of claims. That was really the concern that we had when | was
working with Des Pearson and Brendon McCarthy. It was the potential for
rehabilitation to increase the duration of claimsin that circumstance.

Redemptions have since been reintroduced in Western Australia and that, |
think, has had a good effect in terms of diminishing some long-duration claims. My
commentsin the current report, if you like - 2001 - | used the word "pre-eminent”
thereand, as| say, | got into trouble for that. Many people, | think, interpreted that
to mean that the controlling person in relation to injury management should be the
rehabilitation provider.

PROF WOODS: It wasread by mein that way.

DR GUTHRIE: Yesand, inasense, | haveto rationalise the use of that word now,
because what | intended was that it should be one of the foremost roles of aworkers
compensation system to return a person to work and that it shouldn't be asideline.
One of the recommendations you'll notice that I've made is that, in fact, the name of
the act in Western Australia be changed to reflect a change in emphasis. That was
really the consideration there. 1’'m repeating that now and saying | think that’s a
really important issue for any compensation scheme - isto have, as a pre-eminent
concept, if you like, the idea of return to work.

Unfortunately, the way it was expressed suggested to some people that injury
management professionals would have control of the process to the exclusion of
others and that was not the intention.

PROF WOODS: Thank you for clarifying that.
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DR GUTHRIE: Finaly,ifl---
PROF WOODS: Dispute resolution?

DR GUTHRIE: Dispute resolution is something which I've actually had the
opportunity to talk about on a number of occasions. My first report to government in
1991 in Western Australiawas about dispute resolution in compensation claims. |
wrote at length about it in the Pearson report in 1999. That was my major
contribution to the report. Again, in 2001, the main theme in Western Australia and
in Victoria and some other states is that basically workers and employers and
insurers were unable to have legal representation at the early stages of compensation
claims, conciliation and, in most cases, review.

There was a cosmetically attractive reason for doing that in that it was thought
that if you take out lawyers from the compensation system you will thereby reduce
costs, and that has actually been shown to be basically afallacy, because what we've
learnt is that, firstly, many people are unable to represent themselves adequately in a
very complex system. That means that the claims actually take longer and the
conciliation review people actually take longer to deal with those claims because
they have to explain to people what’s happening. Often they have to come back to
many preliminary hearings to actually deal with the complex issues. People do not
stop seeking legal advice. They still go to legal practitioners because they need the
help.

What happened in WA was that the insurers who couldn’t be legally
represented would get briefing papers from their solicitors. They would come down
with written statements that they could read at conciliation and review and they were
quite often at a significant advantage to those workers in the system who didn't have,
at first instance, that legal advice. It was simply unfair and it didn’'t meet any of the
criteriathat the government basically set it when it abolished legal representation in
1993. It wasn't cheaper, it wasn't quicker and it wasn't fair or effective, and that has
been shown over the last decade. The reports I've done | think fairly conclusively
proveit.

The issue about legal representation is fraught with problems because of course
there areimage issues for legal practitioners as to whether or not they're going to
profit from a system; whether in fact they are, | suppose, synonymous with delay.
The way | have addressed that in the last report is to say workers and employers and
insurers are entitled to legal representation, but that there should be very strict
guidelines on the time limits placed to actually achieve certain tasksin the
compensation system. If those tasks are not completed within time there should be
financial penalties which can be sheeted home to their legal practitioners and that any
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costs which are available to legal practitionersin the system should be subject to a
very rigid scale and that legal practitioners shouldn't be able to exploit and contract
out of asystem. In other words, the government would set the amount of payments
which were due. It wouldn’t be a system where a solicitor could go to the worker and
say, "I've got you this much. | want a portion of that,” or "I want a bit more than the
insurers have paid me." It would be what was court ordered and no more.

So my way of dealing with delay and cost was to tie those down with very
strict structures and | think that's really the key to this. | guess what I'm urging upon
this commission isthat it's cosmetically attractive to say, "Compensation systems are
simple. It'sall about making an application and if you have got the right review
officers, everything will work out fine," and we know that’s ssmply not the case.

PROF WOODS: | don't think we will be quite drawing that conclusion,
Dr Guthrie. Thank you.

DR GUTHRIE: No. | perhapsdo you adisservice, but in fact it has been
consistently stated. | think it's one of those myths that needed to be debunked and
the paper I've given you | hope satisfactorily does that.

PROF WOODS: Thank you. Asastudent in this area, have you been following
the progress of the New South Wales Workers Compensation Commission and its
dispute resolution model ?

DR GUTHRIE: To some degree.
PROF WOODS: Do you have any views on that?

DR GUTHRIE: I've spoken briefly to Sheehan J. | think there are somereally
interesting features of that system. Of course they have a system of almost automatic
payments where really the onus is on the employer-insurer to show that payments
shouldn’'t be made, as | understand it correctly. 1 think that’s quite an interesting
concept. | would really like to reserve judgment. | think they have only been going
for avery short period and | would like to know more, but | think there are some
features of the way in which the applications are filed and the requirements to
proceed and those processes are actually quite interesting.

PROF WOODS:. Evenifit'sfrom apoint of view of design as distinct from
experience, any views that you had on that we would welcome at some later date.

DR GUTHRIE: Yes, thank you for that. Theissues of design are very, very

important in dispute resolution systems. If we get it wrong with dispute resolution,
we often get it wrong with injury management and duration of claims and Western
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Australial think sadly has learnt that lesson. Where dispute resolution doesn't occur
quickly, we get the kind of instance - and | don’t do Mr Winzer any injustice; heis
clearly - and | don't know the background to his claim very well - but he clearly was
caught up in astress-related claim which must have taken avery long time. | did
make some recommendations in my report of 2001 on that, not with hisclaimin
mind because | wasn't aware of it. One of the difficulties with stress claims of course
isthe number of witnesses that are brought into the claim and the number of doctors.
My report recommends a limitation on the number of medical reports and a means of
dealing with excessive numbers of witnesses, too. Sometimes fine detail isreally
important in dispute resolution.

PROF WOODS: Thank you. Do you have any concluding comments or matters
that we haven't covered that you wish to draw to the attention of the inquiry? |
remind you that you can, of course, put in supplementary submissions. | look
forward to your further deliberations on those.

DR GUTHRIE: Thanksvery much for the opportunity. No, | think I've probably
said more than enough. | know there are other people here and thank you for the
opportunity.

PROF WOODS: It was particularly helpful and, as| say, we had read certain parts
of your documents, although you've now put caveats on those, so we will investigate
further into the detail.

DR GUTHRIE: If you can, from WorkCover, get hold of the full document, there
are four discussion papersin it which try to flesh out some of the issues that might be
of some value.

PROF WOODS:. Thank you, Dr Guthrie.
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PROF WOODS: Can| call the next participant, Mr Patrick Gilroy. Mr Gilroy, our
apologies for holding you up. We're never quite sure as to how things will pan out,
and we did start alittle late due to some mechanical failures, so apologies for that.
Could you please for the record state your name and the position that you hold.

MR GILROY: Patrick Bernard Gilroy. I'm the chief executive officer of the
Mining and Resource Contractors Safety and Training Association known as
MARCSTA.

PROF WOODS: Thank you very much. Do you have an opening statement you
wish to make?

MR GILROY: No, | don't think, other than to say that my comments will be on
more the broader scale and what | would see for me asrelatively easier issues but
with more emphasi s perhaps on the balance between the two systems.

PROF WOODS: Could | clarify, are you talking on behalf of the association
nationally or on behalf of the Western Australian - - -

MR GILROY: Theassociation isonly aWestern Australian body.

PROF WOODS: Okay, so you're drawing on Western Australian experience. But
could | take it from the comments that you will make that it could apply more
broadly across these industries across Australia?

MR GILROY: Yes.
PROF WOODS: Thank you very much. Please proceed.

MR GILROY: Maybe my approach will touch on a couple of things that aren’t
quite in sequence with perhaps as the issues paper reads. So I've taken the OHS
model, looking at the OHS model to start with and the proposals for the national
model. Having been involved in thisareafor 20 yearsit's easy for meto look back
and see what has been attempted in national models and how they have and haven't
worked over that particular time and get a better appreciation of perhaps what is
possible and not possible. | should point out, I'm a member of the state Worksafe
Commission and have been for 16 years.

PROF WOODS:. Thank you very much. That’s a useful experience we can draw
upon.

MR GILROY: ltis, particularly looking at the WA versus national systems also.
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PROF WOODS: Yes.

MR GILROY: History hasreally shown that the national system, as attempted
back in the 80s, hasn't really functioned and from my point of view as a member - - -

PROF WOODS: Areyou talking about the National Occupational Health and
Safety Commission?

MR GILROY: Yes, the National Occupational Commission, because really there
has never been a commitment by the states individually to give away much in the
way of powers anyway.

PROF WOODS:. Doesthe national strategy recently published by all state,
territory and Commonwealth ministers reflect some change in that or not really?

MR GILROY: Not realy. | think if you look back and saw what was attempted to
be done 15 or 20 years ago, not much has changed in the weather. The strategy
document, which now goes out to 2012, as you know, and has been signed off by the
ministers, one can conclude that that’s likely to be the way it will go to 2012 -
perhaps. But the strategy in that are generally broad and | know, from a commission
point of view here, we don't really have a problem with them, though when you - - -

PROF WOODS: Isthat because they are so broad that every state can find that
they are complying with them broadly?

MR GILROY: Not justthat. It'sjust that what they might sign over to work
together to achieve at that level doesn’t necessarily transmit into activity at the state
level - to wit the national plant standard which was established some time ago still
hasn't been adopted through the states. | think it's a guideline in Queensland and
maybe a code in New South Wales, but one of the tasks they have got are codes of
practice guidance notes. Getting those up doesn't necessarily mean they're going to
transmit at the state level.

The state commission does not automatically take on an agreement to take on
national status. It may not agree with them, and they may be agreed at a different
level and by different people so | don't think much will change. | think that the
national strategy will be there - how well or how unwell it works will really still
depend upon the negotiators at the federal level, the people that represent the states at
the federal level. | till see the states operating independently within their own
occupational safety and health regimes and | really don't see there is much likelihood
of a change from the direction it has been.

PROF WOODS: Isthat the conclusion you would draw in relation to workers
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compensation as well or even more so?

MR GILROY: Absolutely not. No, | would prefer to treat them as separate models
if I could.

PROF WOODS: Thank you.

MR GILROY: If youlook at any of these national based models - and | don't think
the traffic and the other one given in the paper are necessarily excellent examples of
how national standards work or assistance work - | think the ANTA model for
training isamore useful oneto look at. Of course the advantage there is that the
federal government has the money, so you toe the line, but that ANTA model in
terms of consistency and uniformity throughout the states - there’s no question | don't
think that that’s going to work from atraining point of view and that’s an excellent
example of what you need to do, | suppose, to be able to get it to work across the
country. | believeit will work. It will take alittle time but it will work. It'san
excellent model for cooperation.

PROF WOODS:. Thank you for drawing that to our attention and from a past life
I’m familiar with the model, so we will look at it more closely.

MR GILROY: It'sworth alook. It hassurprised me. | may be alittle doubtful
about its capacity to achieve its objectives but | think it has got ashot. | really do.
The regulatory burden question, | see comes through the discussion paper quite alot.
There's an accent on major employers in different states and extra costs and | don't
really seeit asthat bad. | don't think it warrants that height of consideration in terms
of decision-making. | don't see any evidence of those sorts of costs being put up to
warrant that being given the priority it was. The regulatory burden: | take a different
view of the regulatory burden from an occupational health and safety point of view.

PROF WOODS:. You're going off record by coming around but - thank you. |f
you could then resume and continue your comments. |I've received a document, WA
Mining Industry Average Industry Premium Rate 1984 to 2002.

MR GILROY: That'san indication of what the consequence of occupational health
and safety legislation was from the time of about 83 and an industry that picked up
the requirements of occupational health and safety moved from an average premium
in 84 of about 11 per cent to an average premium rate today of about two point
something. The benefits, not the costs imposed - the actual benefits of adopting the
correct practices and models are huge; in the range, | would estimate, of at |east
$200 million ayear for the industry here in WA.
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PROF WOODS:. Can we tease out the various factors contributing to such a
decline. Presumably it was always obvious to mining companies that if you could
pay 2 per cent premium rather than 12 per cent premium your profit would look
better. That's not a new revelation.

MR GILROY: I'm not sure about that.
PROF WOODS: It strikes me as blindingly obvious, but - - -

MR GILROY: | cantell youthat just afew years before it, the rate was about
20 per cent - before occupationa health and safety came along - and there was no
concerted effort to reduce that on those grounds.

PROF WOODS: But towhat extent isit afeature of legidative change, of cultura
change by employers, of more sophisticated rehabilitation techniques, of improved
work practices? What can you tease out and, from your experience, draw to my
attention?

MR GILROY: Thecritical factor is continual improvement in your safety
performance. We wouldn't really be arguing about workers comp or national models
if we had employers operating at the correct level intermsof OH and S. Soin that
industry, which | was involved with - | was for 20 years the deputy chief executive
and had industry responsibility for occupational health and safety - we worked our
butts off to change the culture and the very way the industry operated, and that was
achieved in a continual downturn. | just leave it for you as an example of what good
occupational health and safety practice can achievein itsown right. One of those
industries - the nickel industry - operates at 1 per cent. It's 12 per cent for bricklayers
and 11 per cent if you process chicken.

PROF WOODS: Butisthat in part because of the ongoing capital-intensive nature
of the industry and so you have (a) less workers, but (b) that what they doisina
safer environment? | mean, when you're plucking chickens, you're plucking
chickens.

MR GILROY: One could arguethat if you had seen a decline in the workforce as a
consequence of increased technology. No, the workforce has stayed constant.
Certainly the mechanisation would be a factor in terms of underground environment
in particular, but even before today’s technology came along, that declinein
performance was coming. | don’'t want to prolongit. All I'm saying to you is that
good occupational health and safety isintrinsically tied to workers compensation and
you can't have one without the other, and tragically that's what we havein alot of
places today.
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PROF WOODS: Thisisworth pursuing alittle bit further, because if you were
able to replicate that in some other industries, we would see dramatic improvement.
So | am quite interested in understanding what are the incentives, what are the
system characteristics that have produced these results in these industries with aview
to how they could be replicated elsewhere.

MR GILROY: Thisisnot the only reason - there are alot of reasons - but one
major reason is the introduction of health and safety representatives. The mining
industry is the only industry to have fully put that system into place; that’s the Roben
system of using health and safety reps and consultation. It isthe only industry to do
it. If you look at the number of health and safety reps trained in Western Australia
today, you will find that two-thirds of them work in the mining industry, which only
employs 40,000 people. We're till training at the same level as we were 15 years
ago, so the commitment to have more people skilled to look after safety in the
workplace and involved in the process - the mining industry is the only industry of
the mgjor sectors which has done that. That’s one factor.

It has also probably employed more professionals, it’s had more commitment at
the senior level, and the key factor isit's had an industry-driven approach. If there'sa
shortfall today in safety and improving safety, it’s that there are very few industries,
asindustries, to take up that approach. They don't and haven't doneit. Maybe they
will. But you'd not find another one. For instance, you wouldn’t find the agricultural
industry had a concerted approach to improving its performance, which is not very
good. So there are anumber of factors, but commitment to the principles of the
legislation and putting it into practice in the workplace are critical.

PROF WOODS: Thank you.

MR GILROY: I'djust liketo makethe point: at anindustry level, itisrealy
critical. My view isthat every industry in Western Australia could be performing at
or better than that level if they approached the problem as an industry and worked
towardsit. It'slacking. Benefit structures, if | can - isthat okay?

PROF WOODS: Thank you.

MR GILROY: [I'll come back to the workers comp model abit later as amodel, but
I've tried to take the issuesin some logical sequence with the paper.

PROF WOODS: Yes, I'm happy with that.
MR GILROY: Benefit structures, as always, are largely dependent upon the

political colour of the government. The influence of the legal profession isvery
important; whether you've got travel included or excluded; and the common law
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factorsare al key. The need for a constant benefit structure across Australiain all
the systemsis critical to any real improvement. If we can't get consistency in benefit
structures, we're just flying akite. Once again, it’s one of those issues where you
need an enormous amount of commitment at the state level to reach that. The
attitude | find isthat it'sjust too hard. The answer is, "It'stoo hard to do. It'll take
too long. Well never get agreement.” That, to me, doesn't mean athing. If it’s
worth doing, it’s possible to do it, and we need a consistent benefit structure across
Australiathat applies al the way across.

PROF WOODS: What are your views on the likelihood of the states and territories
working cooperatively to achieve that in the short term?

MR GILROY: I honestly think it's no more than a commitment by the right people
for the right reason. Often the right people aren’t involved and there's not a
commitment to do it. You can tossit around and not treat it as a priority, but it's one
of the features of workers compensation where there’s no justification for us having
different benefit structures - none at all. It’'sunfair, it's unequitable, it’'s stupid, and
we're constantly changing the levels of it and messing with it for economic reasons.
Not good enough.

Cost sharing and cost shifting: the changing nature of the workforce, | note -
but | didn’t want to get too much into that debate, but once again | have been
involved, looking at most of the systems over the years, and the Queensland one,
where in my time they write a cheque out for the medical expensesto the health side
of the system, and there’'s been alot of debate about transferring costs to the social
service system, moving people out and into one and moving it across. Once again
it's glaringly obvious that unless there’'s some consistency about this, we're just going
to get nowhere. If the states don't agree benefits, where it ends, and it's not
consistent across the country, it will still be much the same asit was if there’'s no
commitment to do it.

| keep pushing these issues because my real commitment is to occupational
health, and | see the linkage between the two as absolutely critical. 1f you don't link
and see the link between the two of them, then you miss the boat, and that
particularly comes about - I'll talk alittle later on about where funding comes for
occupational health and safety. If you look at our state budget, there's very little
money available for occupational health and safety. It gets cut, there’s no money to
spend, you can't do anything, there’'s no money to do initiatives; you can do what you
can with what you've got. So I'll come back to that.

PROF WOODS: If you were prioritising where you would spend money in this

area, would it be on fundamental research or would it be on education of businesses
in improvementsin - - -
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MR GILROY: It would probably be on awhole range of things, but including both
of those, certainly.

PROF WOODS: Thank you.

MR GILROY: Premium setting has always been a pet problem with me. I've
recently had reason, through the Worksafe system, to draw some comparisons or
look at how difficult it isto make headway with premium setting when premium
setting is donetheway itis. In WA it's done by a committee. The actuary getsin al
the costs of premiums plus costs of administration, income from investments,

et cetera, and comes up with recommended figures at the end which are usually
adopted - and | note the South Australian actuary got fired last week.

My concern with that structure - and I've made it quite evident - isthat alot of
the premium structure setting is based on insurance estimates; that’s outstanding
claim estimates, which do not get audited to any extent. In other words, whether
they’re correct or not, or around about, or over or under, is questionable. So what
you notice is that there’'s an enormous amount of money in estimates of claims even
from three years ago; unpaid yet; only 50 per cent paid out three years ago - that sort
of figure.

I’'m not going to get into what | don’'t know, but the industry that I've been
looking at is the cleaning industry in WA, endeavouring to find out why the premium
rating for the cleaning industry isthe sizeitis. In other words, it was atarget for us
to look at because it was so high. So we went in and had alook and went around to
different cleaning firms, talked about how they work and what their performanceis,
and structures, and it left afairly big hole. I'll give you just one example.

From 97-98 to currently, they have reduced the number of actual claimslodged
by 515 to 219. The premium rate has gone up from $4.62 to $8.60. There are
reasons for some of that - catch-up and that sort of thing - but the centrepiece of my
caseisthat unless we can link improved occupational health and safety performance
to the cost of paying for workers compensation, unless employers - like in Victoria
they’re looking at new schemes now to give employers a better go; bulk things up;
put them in groups; do whatever they like. We have nothing.

I'll give you one example. One of the people | spoketo isanational RTO and
employs about 150 people. From 1987 until now his total workers comp claims total
about $12,000. In total, his premium is 100,000. If you have that sort of disparity
and you're not doing something about it, you've got a problem. If you can’'t convince
people that improving OHS performance is going to have a beneficia effect for them
that way, what do you do?

13/6/03 Work 179 P.B. GILROY



PROF WOODS: Not alot of feedback happening through that system. You
obviously have material there that could be of relevance to the commission. If
subsequent to this hearing you were able to consolidate some of that materia ina
form and transmit it to us, we'd be most grateful. | don’t want to lose the experience
and evidence that you have, just through only presenting it in an oral form.

MR GILROY: Yes. I'donlyliketo say it'savery different world out there, when
you get out there, than the one that happensin aroom. When you experienceit to
see what's going on and when you have worked for the period | have in the industry
and seen that sort of improvement happen, it just hits you that it is possible, it is not
difficult to do.

PROF WOODS: If thereissome material that you could subsequently submit to us
as asubmission, we'd be grateful for it.

MR GILROY: The concept you asked me about before, which was a national
workers compensation: | would see as afirst priority the definitional standards, the
benefit situation, the premium structuring systems being priorities for getting
together in thefirst place.

PROF WOODS: Sorather than try and create a national scheme from day one,
you'd see an implementation path that said, "Let’s first focus on your definitions, let’s
focus on your benefit structures, and then progressively build commonality across
the rest of the systems'?

MR GILROY: Absolutely. | think honestly that it is and should be possible to get
agreement on the fundamental s between the states, particularly with them all Labor
at the moment, about what is needed for people out there; what’s needed for business,
what the best economics are; how we can best get money as we do in some states
where you've got sole insurers and you have access to funding for occupational
health and safety - research work, project work - you can focus on different
industries.

Y ou've got money to play with. If you could get 5 per cent of the workers
compensation premium in WA available for occupational health and safety activities,
it would be an enormous boost. Y ou would be able to ook at things at an industry
level and do things. There'sjust no money to doit. It'snot difficult to achieve. The
amount of take-off in those big thingsisrelatively small for an enormous result. It's
just consistently working, highlighting the industries that have got problems, giving
them a hand, putting the brassin and I'd say within 10 years you'd be looking at a
very, very much changed system.
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But governments are not going to write money off for occupational health and
safety and it’s got to be found. It'll be found from employers. If we had a better
premium system, if we had alower rates, if we had awhole ot of those sorts of
thingsin place, we'd have the funding to do it - and it’s got to be found. We're just
sitting in the doldrums at the moment with Victoria perhaps |eading the way in doing
awhole range of new things and South Australiaalso. It can be done. But
commitment? Commitment to stop this state separation in terms of systems and
balances and equations, has got to be done.

I've got through a bit quickly, | know. The workers comp system, I've been
involved in that since the early 80s and listened to all the talk about sole-insurer
models and where they’ve come in and gone out and sat and watched all those
particular processes. | don't have any doubt that if we really could get the things that
are possible to get levelled out, we'd have a shot.

The private insurance industry - | heard Mr Guthrie talking about using the
insurance industry asif the insurance industry could see money in making clams
then probably they’d do it. | would see claims companies doing it but not necessarily
insurance industries.

PROF WOODS: 1 think that’s the point we arrived at. What we were looking for
was competency in claims management, which may or may not draw on insurance
companies. Clearly they have experience in that sector, so they're an obvious one to
target, but they may not be the only source of that competency.

MR GILROY: | think there's awide void between even workers compensation
insurance thinking and occupational health and safety thinking. | don't think they’re
the same sort of people.

PROF WOODS: Wearevery keen in thisinquiry to look at feedback from one to
the other. In that respect there have been representations to us that self-insurance
provides more immediate, more direct feedback in a number of cases, provided the
firm operates in that way, than where you introduce a third party into the claims
management process. Do you have aview on that?

MR GILROY: | don't have enough direct experienceto doit. | can only speak
about my experience in the industry with what I'd call the better employers, the ones
that have a commitment, where they are involved from atime of arelatively serious
injury from the first day until the end. They never devolve that responsibility to the
insurance industry. They follow that person right back to the workplace situation
and that's what’s got to be done.

PROF WOODS: Isthat sometimes difficult if, for instance, thereisadelay by the
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claims management organisation in deciding whether to accept the claim and
therefore to approve rehabilitation or other forms of injury management?

MR GILROY: It'sjust ameasure of the commitment of the employer to the
employee to ensure that the correct processisfollowed. If those unnecessary delays
occur or the claims are allowed to drift on, my view isthat a responsible employer
would not allow that to happen. Many of them don't allow that to happen and see the
person right back to the workplace, and it’s their responsibility. Y ou can't discharge
the occupational health and safety responsibility. It's aduty of care.

PROF WOODS: No, it'sjust that sometimes other processes seem to either take
over or be allowed to take over.

MR GILROY: Commitment.

PROF WOODS: | understand that. Are there other matters maybe? We have a
few moments.

MR GILROY: No. I got through quickly. | only really have a hope that when
looking at ultimately what you may or may not recommend, that the linkage between
the occupational health and safety practice law and involvement and responsibility as
employersis seen astied in away to the workers compensation arrangement, without
having to be in bed with it. One prevents - one treats the results of non-prevention,
but | just don't see that unless there is a close working connection, you're not going to
have the results you want. Again, Mr Guthrie gave earlier the example of
departments not always agreeing, say a Worksafe or WorkCover. It’s not quite that
simple and it’s not quite the case, actually.

PROF WOODS: Do you want to elaborate on that for me?

MR GILROY: It swingson the so-called confidentiality of the employer in terms
of information that's released for occupational health and safety performance. |If
you've got a performer whao's paying 100 per cent loading and can afford it and doing
nothing about it, there’'s no necessary means of an occupational health and safety
approach being taken to improve that person’s performance or to see what the hell is
going wrong, because there's an exclusion to the confidentiality of an employer. It's
not the same everywhere. | don't think it's the same in Queensland in particular, but
that's asole insurer.

There needs to be, and there has been in the last couple of years, afreer
exchange of information at least at the industry level, about what’s going on and
what’s not going on. If you depend only, as perhaps we've had to do, on looking at
what high level premiums are, and they obviously must be the bad-performing
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industries, it ain't necessarily so. When you're up at that particular level and the
margins are little - between each year there's no reason to change it becauseit’'sin
balance, but it doesn't represent - it'sin no way representative entirely of the
performance.

PROF WOODS: Of the actua performance.

MR GILROY: Theonly way you can achieve that is by your earlier question -
"What were the things that enabled the industry to move a premium down from
closer to 20 and down to two?' That is because the industry insisted upon getting the
necessary information about its health and safety performance and used that as away
to improve things and to look for problems. It had the information and it used it.

PROF WOODS: And alot more sharing of the information across firms - open
book?

MR GILROY: It wastotally open to the industry to look at the performance of
each of the companies as they were going and endeavour to work towards the things
that we needed to do. So you need to have the data to maybe make the improvement,
but having that data just makesit so much easier. Employerswill turn round and
agree to introduce initiatives that they would never have done three years ago
because they can see number (1) it's good to do for the industry and number (2) it
doesn't cost as much in workers comp.

PROF WOODS: Thank you very much. Can | encourage you to provide further
information to usin written form if you are so able, but also to examine our draft
report when it comes out at the end of September and give us the benefit of your
further thoughts on these matters?

MR GILROY: | most certainly will.

PROF WOODS: Thank you very much.
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PROF WOODS: Atthispointintime, if there are personswho are not currently
scheduled to appear but who wish to do so - I'm not sure we will have time at the
conclusion of our final participant, but I’'m happy to accept short statements at this
pointintime. Perhaps, sir, if you could come forward first? Thank you. For the
record, could you please state your name and any organisation that you're
representing.

MR MASSEY: My nameisDavid Massey and I'm part of IPASA, the Injured
Persons Workers Association.

PROF WOODS:. Thank you. Do you have a statement you wish to make?

MR MASSEY: Yes. | wouldjust liketo say that it's time the whole system was
fixed because it’s totally corrupt.

PROF WOODS: Can you elaborate on that for the benefit of the inquiry?

MR MASSEY: Injured workers can't get any justice anywhere. Employers here
are paying massive premiums and yet the only person it isn't helping is the injured
worker. When | got injured seven years ago in my first accident - | got injured again
ayear later - then | was made redundant five years ago. Y ou've got your WorkCover
which iswell know it doesn’t work and it doesn’t cover you. Y ou can't get any
justice. Even when you go down and you take all the proof you were made
redundant, you get review officers who are not even trained for the job find against
you. The information the company states against you they can’'t provide and they
still find for them.

When | first got injured in let’s say a common law system - then both
governments overnight got into bed with each other and brought up this percentage
system. The percentage system is another farce because - - -

PROF WOODS: $So you get below the threshold cut-off?

MR MASSEY: The percentagethey giveyouisajoke. To give you an example,
I’m going in here in aweek on Monday and you've got to have 30 per cent to pursue
acommon law claim. My specialist will give me 35 al-up. An insurance specialist
will only give me 10 per cent. How is there such a massive difference with
professional peoplein the samefield of excellence? It'sadisgrace. The worker has
not got a hopein hell of getting any justice. Y ou get cheated out of your workers
comp payments and then you're cheated out of your common law claim and you are
just thrown on the dole. What are people supposed to do?

PROF WOODS: What particular changes would you be identifying as a priority?
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MR MASSEY: They've got to bring in something where people can get justice,
because there’'s none whatsoever. They've got to bring in changes. They've got to do
away with WorkCover and Worksafe because they don't work. They’re doing
nothing for ordinary people. People should really go to the District Court and get
justice. That has been denied them, because unless you can get 30 per cent you've
got no hope in hell of getting it. You'll get an amount of people like IPASA - there
were thousands of people on IPASA’s board and none of them got any justice. None
of them. Out of 44,000 cases | think about 12 went to common law claim - out of
44,000 cases last year.

PROF WOODS: Presumably most of them were dealt with adequately under the
statutory benefit scheme.

MR MASSEY: No, they're not getting dealt adequately because people have been
cheated out of other things. They've been cheated out of wages, they've been cheated
out of the medical bills, they've been cheated out of everything. You'rejust getting
thrown on the scrapheap. Insurance companies are putting the onus on to the
government, that you get thrown on the dole and therefore escaping all their
responsibilities to injured workers. There's no justice.

PROF WOODS: So out of those 44,000 cases that you refer to, how many of those
do you think have been inadequately dealt with?

MR MASSEY: Nearly them al - I'd say the whole ot nearly, apart form the ones
that did go to common law.

PROF WOODS: Soiscommon law the only avenue for receiving appropriate
compensation?

MR MASSEY: Common law isaninternational law and it's been denied to people
herein Western Australiafor some reason; | don't know why. Butitisan
international law. What you're doing is shifting the onus. There was alawyer we
went to meet a couple of months ago and he spoke perfectly about it. He said, "You
take somebody, right, who does something to you - you should be able to take action
against them and get it redressed. But now they've taken that away from you - to do
that." Because if you hold people responsible for what they’ve done to you - they
won't do it to you - you know, they’ll fix it. But if you take that onus away from
them then it all falls apart, and that’s what’s happening.

PROF WOODS: Isn't paying apremium in part taking responsibility?

MR MASSEY: What'syour premium doing? It's not doing anything for injured
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workers, isit? Insurance companies made $400 million last year alone and about
$300 million the year before and people can't get any justice. They can't get any
workers compensation payment; they can't get their medical bills paid for; they can't
get anything. The workers comp system was set up to help the injured worker, and
that’s the only person it isn't helping. Why?

Nobody gets any justice at WorkCover. If WorkCover doesn't get you, the
WorkCover panel will get you. They will say you're much lower. They will go
against you to keep you below that 30 per cent. Y ou can't get any justice. So where
isthe justice? Y ou're robbed out of your common law claim. Then you're robbed out
of your percentage. So what are people supposed to do to get justice?

PROF WOODS: So your argument isthat common law is the avenue by which
you'd be ableto - - -

MR MASSEY: It should be. Common law should be available to every person.
It'san internationa law, isn't it? That's rule number 7 of the internationa charter,
isn't it?

PROF WOODS: But statutory benefits provide an aternative scheme. Isyour
view that is not a sufficient scheme?

MR MASSEY: No, it'snot working. Who is getting statutory benefits? | don't
know anybody that’s getting statutory benefits. | wasn't getting them either. So
who's getting them? Most people have been cheated out of them.

PROF WOODS: Areyou of the view that nobody is getting statutory benefits?

MR MASSEY: Quitealot of people aren’t. | know people that have been made -
they’'ve been ordered to pay wages and then as soon as the person was supposed to
get their wages, they've been stopped. They’re not getting them and nothing is
happening about it. They're getting away with murder. People aren't being looked
after at al.

PROF WOODS: Thank you very much. Have you got anything further you wish
to bring to our attention?

MR MASSEY: All that I'd like to know is, where is aworker supposed to get
justice, because we're not getting any. What'’s happening to all these people who
have been cheated out of all their rights? What are they supposed to do? Just say for
example that you get cheated out of your 30 per cent again - and I've been cheated
out of my workers compensation payments, and | go again in aweek and ahalf’s
time. If | get cheated out of that, what am | supposed to do, and people like me?
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Where are we supposed to go? Nobody wants to know. That’s you on the scrapheap
for the rest of your life - on the dole, possibly. What are you supposed to do?

Y ou've been injured through no fault of your own. Y our employers are paying
premiums for you to be looked after, and that’s not happening. So what are people
supposed to do?

PROF WOODS:. Thank you very much for bringing your case to our attention.

MR MASSEY: Thank you.
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PROF WOODS: Could you please state for the record your name and any
organisation that you're representing?

MR REID: LesReid, my nameis. Yes, | know afew people who were injured.
Somehow you get to know, through your search - you're actually begging for
assistance from other groups, if you can find any, and | found quite by accident a
group that actually helped me get through the maze of corrupt doctors and corrupt
professional people and the whole system. By the way, Mr Commissioner, thank
you very much for the opportunity to speak to you. Excuse me; I'm on medication,
and please bring meinto lineif | tend to wander off, because that is atrait, | redlise.
Even my family‘ tell methis. | just can't keep my concentration. | can't even
remember some of the things that the last speaker spoke about, if you understand
what | mean.

PROF WOODS: If you could keep your comments to the point and give us the
essence of your issues, that would be helpful.

MR REID: Sure. | agreewith the last speaker who spoke about corruption. The
only thing is, every second word of mineis"corruption” there because it's so
endemic in the whole system. I’'m talking about from political - members of
parliament, past members of parliament - to professional people, like | said, like
doctors and professional people like specialists and so forth, and of course we al
know what people think about lawyers. And it's not only lawyers who have that
label now inthis state. I'm talking about the doctors that I've been to. The
corruption is so endemic.

Our own premier slipped up in parliament on 17 September last year, just afew
months ago, when he said in parliament that insurance companies are blackmailing
members of parliament for concessionsto legidation. | haveit here. It was noted in
the Western Australian newspaper. It’s hereif you wanted to look at it. There was
an archbishop who was the chief of the south-west, Gerard Houlihan - he actually
said thison 21 April thisyear: "The WA parliamentary system is corrupt.”

I've got alist of doctors here that have been investigated by the Australian
Medical Association, WA branch, and there are two doctors in there | know that are
corrupt. | met not this doctor, but | met - he's become afriend of mine now, that’s
been to one of these doctors who's corrupt, and he's being looked into now by the
AMA. It goesonandon. Like, there'sadoctor herein this state who is actually on
our side, believeit or not - | probably wouldn’t mention his name, but it’s in the paper
hereif you'd like to seeit, sir - who more or less talks about the WorkCover system,
with review officers so corrupt they givein favour of the insurance company because
it's the insurance companies that are funding - listen to this: they are funding
WorkCover. The employers pay their premiums to the insurance company and in
turn the insurance companies fund WorkCover. People think it's an arm of the
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government. It'snot. It'san arm of the insurance industry. So if you want to have a
look at that you can, too. I'll leave that for a minute.

There's one particular review officer - his nameis mentioned in thisone; |
won't mention it. It'shereif you'd liketo seeit. Heisso biased. Therewasanadin
last Saturday’s paper for people to phone this number, et cetera. People are so sick
and tired. People are suicidal. | know one particular case where this gentleman’s
son, who was 21 years of age, hanged himself. He actually gave evidence to the
video link-up on 12 February.

| just note an article that was in the paper afew days ago, "Nation’s pain bill:
$15 billion study”. The same doctor | was referring to whao's in favour of the workers
now says, basically, if you've got to prove yourself to be sick, how on earth are you
supposed to get better?

| really appreciate this, Mr Commissioner - allowing me to speak on this -
because it’s actually helping me express the anger, the frustration, the corruption that
goesoninthisstate - as| said, to repeat myself - from politicians to professional
people. | come from ablue-collar family. | was brought up to basically respect these
people, like you do with teachers, politicians, policemen, and so forth and so on, and
doctors.

The main part of the whole problem is the greed by professional people, and
I’m talking about doctorsin thisinstance. A lot of them are so corrupt. There wasa
survey done by an injured persons’ group. | haven't seen the figures, but I've been
told over the phone there are about 50 doctors here in Perth, and the same names
keep coming up. There's one particular doctor who is a psychiatrist, who isin court
as we speak, right now as we speak, being looked into. I'm surprised they got him
because they don't get caught very often.

Another aspect - | don't know if there's anyone here from the CCl yet who will
hear me speak. The CCI - the main problem here, sir, is the Premium Rates
Committee that establishes the premium rates that employers pay towards insurance
companies. The main problem isthe fact that insurance companies make massive
profits, and if | can stand to correct the last speaker, the insurance industry made
$273 million surplus last year. The year before they made $300 million. In the past
21 years they have made $1800 million surplus - in 21 years. In this state alone
WorkCover - the insurance industry isin association with WorkCover. WorkCover
also invests money in the short-term money market. | don't even know if you're
aware of that, sir, are you? They invest money in the short-term money market. |
am so angry with the amount of stuff that’s hidden from the people of this state

And now something sightly different to the workers compensation issue is that
- it'snot just asilly person who gets injured through no fault of their own and gets
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involved in atotally corrupt system from the top right the way through to the bottom.
It isnow all the public. | refer to public liability. | come back to what the premier
said in September last year, the corruption, that insurance companies are
blackmailing members of parliament. It was reported in the paper, because he said
that on 18 September, and previously on the 17th he was in parliament when he said
that. It'sinthe paper. | can proveit to you. Now the insurance industry have
corrupted members of parliament, which they've done for years anyway. Now, with
public liability, like | said - | feel like I'm dancing around in circles here - here in this
state as from now if you have a public liability claim and you're successful with that
application, there's a ceiling of $12,000, a threshold of $12,000, that goes back to the
insurance industry. Soif | fall down amanhole or something and | put in aclaim for
public liability and | get awarded $12,001, guess how much I'll get? I'll get $1,
because that money goes back to the insurance industry.

In regard to personal injury insurance, third party personal injury on your car
registration - | don't know where you come from, sir, whether it's here or over east,
but here in this state - probably Australia-wide it’s the same - in regard to personal
injury insurance on your rego, again there'sa ceiling of 12 and a half thousand
dollars. Soif | get awarded $12,501, I'll get the $1. Thefirst 12 and a half goes back
to the government in this case.

PROF WOODS: If I could ask you to continue to focus on workers compensation
and occ health and safety, that would be helpful.

MR REID: Sure. The point I'm making, sir, isthat basically the corruption is
endemic in the whole insurance industry. It started in workers compensation and
now they’re involving all the public. It'sal about profit for the insurance companies.
They don't care. They couldn’t give adamn about injured people. I'm talking about
WorkCover, from the executive right down to the review officers, the conciliation
officers. If thereview officers think you've got a good case to win, what they will do
isthey will put you - one or two might have a sort of successful case to make it look
good, but most people don't winin WorkCover. "Win" sounds terrible, doesn't it? A
good word is"successful”. If they're successful through WorkCover, it's very few
and far between. What the review officer saysis - herefers you to amedical panel.
Now, the medical panel isso corrupt. It isrenowned. That's the people you want to
be talking to; the people who go to these panels. | was supposed to go to a medical
panel. | refused out of fear. | liveinfear I'll go on amedical panel. I'm paranoid of
going there, because I'll be shot down in flames, and I've got several injuries.

PROF WOODS:. Wasthere apoint in that final document you have there that you
also wish to draw to our attention?

MR REID: | supposeit was referring to the Insurance Commission of WA, which
this story relatesto. It’s probably nothing much to do with workers comp. Well, itis
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alittle bit because thisis regarding insurance, sir, and thisis the crux of the whole
situation: the corruption of insurance companies. They manipulate politicians and
public officers.

The Insurance Commission of WA collects the money through your third party
personal injury insurance, like | said, and your driver’s licence fees, et cetera. That
money goes to the Insurance Commission of WA. In turn - and recently - the
Insurance Commission of WA invested $51 million in two shopping centres herein
WA, one north of theriver, $21 million, in Ellenbrook, and $30 million in the
(indistinct) marketplace south of theriver. You're obviously not from here, so | don’t
know if you're aware of those areas.

PROF WOODS: | wasborninWestern Australia

MR REID: Aren't you lucky? | lovethis place, apart from the corruption that goes
on. | used to be a sheep at one stage. | was brought up to vote a political way, but
now of course the political system we have here is so corrupt, and I'm talking about
federally aswell as statewise. | used to be asheep. | was guided into that pen
because that's the way | was brought up, but now they're so corrupt in this state, and
itsall over. And | tell you what: it's got to stop. | thank you for listening to me, sir.

PROF WOODS: Thank you very much for your evidence.
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PROF WOODS: Isthere any other unscheduled participant who wishes to speak?
Would you please come forward.

MSDEVAL: Yes dir, LindaDeval.

PROF WOODS: Could you please give your name and any organisation you're
representing?

MSDEVAL: LindaDeval; executive officer of Group Training Australia WA.
PROF WOODS: Thank you.

MSDEVAL: Our national body is putting in a submission and will be speaking in
one of the other states. One of our biggest problems is the difference across the
states with assistance for the workers comp insurance for apprentices and trainees.
Some states assist, particularly in the first year of apprenticeship - Victoriaand
Queensland particularly. We get no assistance in that and over the last two to

three years there's been a huge rise in the workers comp premiums of group training
companies. They're non-profit organisations.

In Western Australia, we have probably over 4000 young people in
apprenticeships and traineeships. Two years ago one of our companies was forced to
actually go into liquidation because of the workers comp premiums. They had
320 apprentices. Their premiums rose from 185,000 to 365,000. No non-profit
organisation can have that sort of money sitting in the bank. There was nothing else
they could do. Some of the kids lost their jobs and some went to other places. It
makes it very difficult for - - -

PROF WOODS: Wasthat an experience-rated premium?

MSDEVAL: No. They had their own injury management system. We actually
worked with the Department of Education and Training trying to lower the
premiums. We went through awhole range of things. We looked at investigation of
group insurance. We looked at self-insurance. We looked at going overseas. We
did an ongoing study of best practice to reduce injury incident rates. We produced
minimum standards documents for all companies. We spoke to the insurance
council. We looked at introducing safety management systems to the group training
companies, and alot of them are doing that. We had a consultant comein to review
all of our procedures. Although some of them were reducing their rates, their
premiums are still going up. We're looking at some of the injuries with young
people, particularly in those ages of 17 to 20, particularly in the young males. The
rate of injury is huge, but conversely the number of days off they have is very small,
so that the companies are being charged for very minor ones. They’re not huge
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claims, but obvioudly it’s the number of claimsthey get where there's the increasein
premiums.

The other problem is that we don't have control of the workforce within group
training. They're placed out into other work. We can go and check. Our field
officers check. They look at it - it's fine - but something can happen when we're not
there. Group training has to cover that problem, and so what we're asking is for
some sort of national way of it being covered right across the whole of Australia.
We've now got companies who are operating in three or four different states, and
obviously they’re now having to employ more and more people to cover the different
things that are happening in each state. That's probably the biggest thing we're trying
to push at the moment.

PROF WOODS: Do you have any way of arriving at a cost to those companies of
having representation in different jurisdictions that have different benefit structures,
dispute resolution procedures, definitional issues and the like? If there was some
way that you could have them bring some evidence to us or through the national
submission that you were referring to earlier, that would help us come to grips with
the magnitude of thisissue.

MSDEVAL: Yes.

PROF WOODS: | understand theissue. It's amatter of trying to put some
reasonabl e boundaries around just what size that issueis.

MSDEVAL: Yes. I'll certainly take that back to our national body and ensure that
the information comes to you.

PROF WOODS: | understand the difficulty in trying to assess it, but whatever can
be donein that regard would be helpful to the inquiry. That would be good.

MSDEVAL: Yes

PROF WOODS: Arethereany other matters that you wish to draw - - -
MSDEVAL: No, I think that that’s our mgor problem at the moment. Thank you.
PROF WOODS: Thank you. That's been very helpful. | appreciate that. Are
there any others who wish to make an unscheduled presentation? Our next

participant is scheduled for 11.30, so | will temporarily adjourn this hearing and
resume at or about 11.30. Thank you.
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PROF WOODS: Thank you. I will resume the hearing. | had an opportunity for
unscheduled presentations. Thisisour final scheduled presentation for the Perth
hearings and | invite Ms Anne Bellamy to come forward. For the record could you
please state your hame and the organisation you are representing.

MSBELLAMY: Annette Ellen Bellamy, the Chamber of Commerce and Industry
of Western Australia.

PROF WOODS: Thank you very much. Y ou have provided us with an outline of
some comments you wish to make; could you take us through those, please.

MSBELLAMY: Thank you, chair. Prior to doing that, could | just, for the record,
mention the involvement of the Chamber of Commerce in Western Australiawithin
the workers compensation and a so the occupational safety and health area.

PROF WOODS: That would be most helpful.

MSBELLAMY: Thank you, chair. We areinvolved at two levels. oneiswith
policy and, as part of that, | have membership of the National Occupational Health
and Safety Commission and also the state Occupational Health and Safety
Commission. We are members of the Workers Compensation Commission in
Western Australia and also the Premium Rates Committee that has responsibility for
premium rates. In terms of our organisation we employ in excess of 700 and, of
course, we therefore have a practical involvement in both claims management and
injury management.

PROF WOODS: So you're drawing on both your policy perspective and your own
direct experience in these areas.

MSBELLAMY: Yes.
PROF WOODS: Thank you.

MSBELLAMY: Inregardto theinquiry we will be providing a written submission
in due course. Theissuesthat I've tabled today are the issues that will be of most
interest to us within that particular submission. The first of those is consistent
definitions.

We recognise that in any area of workers compensation any consistency should
enhance innovation and efficient performance and the administration. In recognising
that we realise that it can also obstruct it, so we're suggesting that the commission be
careful in terms of consistency. We do believe however that there are a number of
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definitions that we've termed as critical definitions and it's these definitions that |
think are appropriate for national consistency because they're the ones that actually
underpin the benefit structure. They should be limited in fact to the benefit structure,
so we see just a small number of critical definitions.

PROF WOODS: Including definition of "worker," so coverage as well as benefit
structure?

MSBELLAMY: Yes. Withinthe benefit structure, of course, the employer and
the employee are the mgjor parties and of course that would be critical.

PROF WOODS: All of those.
MSBELLAMY: Wagesisanother.

PROF WOODS: Inapreviousindustry visit we had, which included discussions
with your organisation, you drew particular attention to this word "consistency” -
which | notice you use again. There is debate about having one single, national
system versus consistency of schemes within a national framework and the various
merits of the two approaches. It would be helpful to thisinquiry if you could
elaborate alittle on your views, focusing on thisword "consistency".

MSBELLAMY: |thinkit'suseful to explore the difference between "consistency”
and "uniformity". We have always seen uniformity as prescription, whereas
consistency isin outcomes. We have always rejected - particularly in this area-
national uniformity. We seethat it is an areawhere systems can be innovative, they
can be creative and the way in which to drive that is to have minimal standardsin,
say, one section - such as benefits - and then allow that to drive the other systems.

One of the problems we think will occur within anational system isthat it will
become very bureaucratic. It may well be managed outside of the state and it will
start to obstruct thisinnovation that | continually talk about.

PROF WOODS: Theinnovation from what one could describe as "competitive
federalism - - -

MSBELLAMY: Yes.
PROF WOODS: Whereby the states and territories each benefit from the
experience of the others and you have a sort of dynamic efficiency effect - is that

what you are referring to?

MSBELLAMY: Freeenterprise, yes.
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PROF WOODS: You could tie the two together.
MSBELLAMY: Yes.
PROF WOODS: Yes, thank you. Please proceed.

MSBELLAMY: Consistent benefits, I've mentioned. | think thisisthe foundation
of any federal intervention if, indeed, it can be termed that way, in that if we have a
minimal benefit structure that is consistent within all jurisdictions then | think it will
drive the remainder of the system. It will give a central focus to the jurisdictionsin
terms of performance.

PROF WOODS: Do you have any particular jurisdictional model that you would
draw to the attention of the commission?

MSBELLAMY: On abenefit structure?
PROF WOODS:. Yes

MSBELLAMY: No, I don't. | don't think any areideal, but | am more than happy
to talk about the individual - - -

PROF WOODS: Components that build it up.

MSBELLAMY: ---componentsof it, particularly statutory benefits and common
law, as we move through. But, no, there’s not one jurisdiction that | would put up as
an excellent example.

PROF WOODS: Youdon't havein your list here - you do talk common law. Do
you have some views on the role of step-downs?

MSBELLAMY: Yes, | do. The structure should recognise that if the benefit level
is set high enough there will be no incentive to return to work. | recognise
particularly in the first period - and that period may well be a month; in previous
submissions we have suggested four weeks - most of the claims are settled within
that period. | think it is appropriate within that period that the benefits are higher.
Following on from four weeks | think there should be some incentive for areturn to
work - and thisisafinancial incentive - so my suggestion isthat at four weeks those
step-downs should occur and then | think there should be further step-downs at
varying periods.

PROF WOODS:. Thank you. Do you want to move from that point then through to
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common law?

MSBELLAMY: Common law isan interesting one in that we have never
advocated for the abolition of common law. We believe common law should exist
and that there will be timeswhen it is appropriate for injured workersto seek a
common law remedy. In saying that we have always believed that there should be
conditional accessto common law and in that conditional access there are a number
of thresholds. Thefirst of those, of course, isthe proof of negligence and the second
is an impairment threshold.

PROF WOODS: Presumably it would bein reverse order - that you would have to
have an impairment threshold before you could access common law to demonstrate
negligence.

MSBELLAMY: Yes, butif negligenceis not there- - -
PROF WOODS: Then the case doesn't exist.
MSBELLAMY: - --thenthe case doesn't exist.
PROF WOODS: Yes.

MSBELLAMY: Soit'samatter of which comesfirst.
PROF WOODS: Sure.

MSBELLAMY: Inthat respect | don't think thereisa priority order; the two
would be considered in tandem. In terms of an impairment threshold, there are a
number of reasons why we suggest an impairment threshold. Thereisalevel at
which an injured worker is better to stay within the statutory system; that the net
benefit of that system will be better under a statutory regime than a common law
regime. Certainly in Western Australiathat level at the moment is set on 16 per cent
disability. What that doesis certainly maintain the smaller claimsin the system and
italso | think givesavery - - -

PROF WOODS: Infact you have two thresholds, don't you - 16 and 30?

MSBELLAMY: Yes, wedo. Intermsof the 30, if the disability is above

30 per cent then that disability is severe and, of course, certain things don't apply.
But | think it isimportant to take the smaller claims out. That can be done through a
deductible or it can be done through an impairment in Western Australia. Weve
chosen impairment and that seemsto be effective. | think it becomes quite an
important threshold. The debate on that, of course, iswhether we use disability or
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whether we use impairment, at what level you set it and just where is the reasonable
balance between maintaining people in the statutory system and putting a focus on
return to work or moving into the adversarial system, where of course the
communication breaks down and they become long-term claims and the net benefit is
frequently less than the statutory system.

PROF WOODS: And with an election process at some point when the injury has
stabilised, or - - -

MSBELLAMY: Atthe moment interms of common law entry, | would certainly
promote the Western Australian system. | think it isagood system. Therearea
couple of inefficiencies within that system and they need to be addressed, but in
terms of stabilisation - at the moment that’s six months and there is some argument as
to whether that should be - - -

PROF WOODS: 12 months.

MSBELLAMY: ---alonger period. Those argumentswill continue to go on, but
in terms of the system itself - the election process - it takes us back to two things: the
first isthe history of workers compensation and, along the way | think we've lost our
memories on that history. Initialy you could only ever take action through common
law. Statutory or the no-fault system was introduced so that injured parties could be
supported when they became injured, and immediately they became injured rather
than the long and tortuous common law route. We feel that that’s reasonable, but |
think now is the time where we start to refocus on the real reason for workers comp -
why it's there - and the principles underlying it. In Western Australiathereis that
fairness in terms of saying, "Well, there comes a time in which you should choose.”

If the disability is below a certain level then | think it is only appropriate that
you can choose within the system to either stay within the statutory system or pursue
common law. But frequently what is not asked and we should be asking is: if you
choose to go into that common law system, what is the net benefit of that common
law system? Isit better than the statutory system or not; not only financially but
psychologically and all of the other things that impact on the trauma of pursuing a
common law claim?

In some respects having the election process has caused both employers and
injured workers, | think, to refocus on the system itself and where they should be
going once they are injured and what’s the best outcome for them. For some that
may well be to pursue acommon law claim; for others that may well be to stay in the
statutory system and concentrate on areturn to work. But at least it sharpens the
focus on the outcome rather than remaining in the system and going along with the
flow of the system.
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PROF WOODS: | will go back through the transcripts later, but do | take it from
your comments that, in fact, you would alow an election into common law at any
level of impairment?

MSBELLAMY: No.
PROF WOODS: No. | just wasn't quite sure where- - -

MSBELLAMY: Certainly not. It'sinteresting because, having had some
involvement - again it's as a third party to these changes - one of the questions |

asked was: why wasthe level set at 16 per cent? Isit an arbitrary figure of the facts?
Certainly in the datathat | saw, which was reasonably limited data, isthat thereisa
percentage at which it is better to stay in the statutory system because the net
financial benefit coming out of that statutory system is better than pursuing the
common law claim.

There may well be some who argue that that comes in somewhere around
16 per cent because it isan arbitrary figure. | am saying, "Well, we're best to
maintain that percentage." Okay, it may not give the psychological advantage of
taking somebody through the court system - so not the day in court - but at the end
of the day, what's the best outcome?

PROF WOODS: Theday in court factor - some attach great importance to that - is
it possible within a statutory scheme to still have that resolution of the issue dealt
with?

MSBELLAMY: | thinkitisbut there would still need to be a change in mind-set.
It may well be through the existing Conciliation and Review Directorate, but it's
difficult because the day in court, the outcome from a day in court within the workers
compensation system is purely a payment of damages. It'sfinancial. Itisnot a
prosecution because aworkplace is unsafe. It's sometimes difficult, | guess, to come
to terms with why go the very torturous route of having that day in court when the
disability isnot great? Isit better to stay inthe- - -

PROF WOODS: Purely inthe psychological resolution of theissue for the
individual ?

MSBELLAMY: That'sright. | really haven't thought it through to any great
extent, but there may well be an opportunity within the Conciliation and Review

Directorate for those matters to be closed out.

PROF WOODS: Thank you.
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MSBELLAMY: Just on common law, the other issue that we will pursuein our
submission relates to individual choice. It has been an issue that raisesits head from
time to time within the workers compensation system, because we have a
compulsory system. We have third party involvement in the premium-rating process.
We a'so have third party involvement in the claims process and the injury
management process. It seemsto me at the end of the day that there are only two
parties to workers compensation - that is, the injured worker and the employer. But
it's those two parties that lose control of the whole process. The process once
somebody isinjured - frequently it becomes athird party process and avery lucrative
third party process at times.

One of the ways in which | think greater control can be given to the two major
parties, the employer and the employee, is through a more flexible system. That
system could be fairly similar to private insurance - that is, within the workplace,
whilst insurance is compulsory we may be able to open that up so thereischoicein
there for aworker as to whether that insurance is through the workers compensation
system per se or whether it’s through some other type of system such as the private
health system. In saying that, if the choice then isto move towards private
insurance, | think we then start to see that it may well be a different benefits structure
and certainly there needs to be consideration asto the actual framework for that
system, but it does provide choice, choice not only in which system you work but
choice of the package that you actually end up with.

PROF WOODS: Isself-insurance another option within that? Does self-insurance
reduce the third party intervention component?

MSBELLAMY: No. Self-insuranceisdifferent. In most of the matters that
surround workers compensation self-insurance, thereis still that high level of
compliance. The only difference between self-insurance and traditional insuranceis
that with self-insurance the responsibility remains with the employer.

PROF WOODS: Sorry, that’sthe area | wasfocusingin on. You were drawing
attention to third party involvement. So self-insurance has the benefit of not having
that third party involvement and keeping the relationship very clearly directly
between the employer and the employee.

MSBELLAMY: Okay. Third party involvement isnot only directed at the
insurers, and | don't think you're indicating that. It's directed also at service
providers.

PROF WOODS: Yes, indeed.
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MSBELLAMY: Those service providers will still operate within a self-insurance

framework, but | tend to agree with you that within self-insurance the responsibility

isinternalised and there is greater opportunity for the employer to manage to have a
more direct involvement in the management of their claims and certainly receive the
benefit of that direct involvement.

PROF WOODS: Thank you.

MSBELLAMY: | wasreferring more to workers compensation being more closely
linked to other parts of aworkplace package, you know, in terms of becoming - - -

PROF WOODS: Yes, such as private medical insurance.

MSBELLAMY: Yes, with the safety net there becoming more negotiable, because
certainly there will be those who may choose not to have access to common law or
increased statutory benefits or whatever. So it becomes a package that becomes
negotiable, depending on the circumstance of the workplace or a person’s other
personal factors.

PROF WOODS: Provided there’saminimum safety net required.

MSBELLAMY: Yes. Injury management - certainly CCI supports the primary
focus of workers compensation being injury management, with the appropriate
financia support. We frequently talk about injury management but in a system that’s
predominantly geared towards workers compensation, | think injury management
takes a second place, where I’'m suggesting that injury management should in fact be
themajor driver. In saying that, I'm certainly differentiating between injury
management and vocational rehabilitation.

Injury management is, in my view, employer driven, so it's the employer
internalising that responsibility for getting their people back to work. The mgjor
emphasis of the system should be on areturn to work, whether that be with the
original employer in pre-injury duties or aternately in aternate duties or with
another employer. | don't think the system should support the non-return to work of
employees. The focus must be on that return to work. But what we find is that
because of the adversarial nature of the system, of course, that a non-return to work
is frequently the outcome and an unfortunate outcome. | don't think any money can
compensate for a person not actually being able to or going back to work.

PROF WOODS: | understand that. Are you going to clarify for me your views on

compulsory vocational rehab? There seemsto bein WA in particular, I'm not quite
sure why, a debate on the role of rehabilitation providers.
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MSBELLAMY: There'sbeen aview expressed in this state | think predominantly
by the rehabilitation providers; and | think in arecent review under this government
of the workers compensation system - - -

PROF WOODS: Wehad Dr Guthrie with us earlier.

MSBELLAMY: Yes- that there should be compulsory rehabilitation and the
period seemsto be about one month. It wasinteresting. We had areview of
rehabilitation back in 1997 and coming out of that review - | chaired that review -
one of the questions | continually asked myself on that review was, what do
rehabilitation providers actually do? | looked at the data that was available to me
from WorkCover and | saw that most of the costs related to claims administration, to
reports, to travel, to al of these ancillary things which I thought did not in fact lend
much benefit to the hands-on services that are required to get somebody back to
work. In fact, those services were very limited and when we spoke to both injured
employees and employers and the rehab providers themselves, it was an areathat |
had great difficulty in drilling down on.

Coming out of that review we suggested the injury management approach. We
suggested greater employer involvement and four years later, five years later, it's
interesting looking at the data. What we're seeing is areduction in cost for
vocational rehabilitation, but we're not seeing areduction in return to work. In fact, |
think what we're seeing is that the stats are showing an increasing incidence of return
to work. 1I’'m now asking the same question: had vocational rehabilitation been
essential, and particularly early intervention by vocational rehabilitation providers
been essential, the data would be showing quite a different story at this stage.

What I'm suggesting is that the employer needs to drive the process, not an
external third party, be it avocational rehabilitation provider, or be it somebody else.
Where we're seeing great outcomes - and certainly in our own experience with our
own staff - we've internalised all of these processes and our outcomes have been far
better than if we externalise the process. I’'m always concerned about the
reguirement for the involvement of an external third party at any particular period.

PROF WOODS: Okay, so you are differentiating between rehabilitation as such
and third party rehabilitation providers who have a mandatory role in the process.

MSBELLAMY: Yes, | am. | think injury management is about managing that
injury from the time of injury through to the closure.

PROF WOODS: Returnto work or whatever.

MSBELLAMY: That should always remain the responsibility of the employer.
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The employer may choose, through that - and that may be done in consultation with
theinsurer or the insurer acting on their behalf - to have third party intervention,
which isvocational rehabilitation. What we're saying isthat that shouldn't be
compulsory; that it should be part of the management of a claim, rather than it being
amandated involvement at a particular time. There will certainly be some cases that
requireit reasonably early; there will be other cases where the injured worker will
return to work anyway, but it takes a period of time for that particular injury to
resolve.

PROF WOODS: Thank you.

MSBELLAMY: Dispute resolution has been an interesting one, particularly in our
own state. | have also looked at a couple of the other jurisdictions. In this state
we've gone from avery legalistic system from the board through to a more informal
system within our current Conciliation and Review Directorate, and in examining
both of them I think the preference certainly rests with the current system. But
having said that, | think there are a number of inefficiencies within that current
system. Within Western Australia at least they need to be addressed. Some of those
arein terms of decisions, the ability to make orders, the ability to take evidence,

et cetera - some very general practice rules that are nonexistent within our own
system.

In examining the two areas, the view that | would have is that the preference
would be for the more informal dispute resolution system. It isimportant - and | will
certainly make the point in our submission - that there needs to be a number of other
dispute resolution processes in place before they get to the more formal WorkCover
CRD. They relate to the employer. It isimportant that they build into their human
resource management some procedures which may or may not exist, but certainly
with employers where they do exist, they have been quite successful.

It's also important that the insurers establish these dispute resolution
procedures. | know that some of them have internal dispute resolution procedures
for their own staff on claims but I'd like to see them establish external onesin terms
of maybe independent mediation and then move into the more formal system such as
the existing conciliation and review.

PROF WOODS: Do you follow developments in some of the other jurisdictions?
Arethere any lessons to be learned from some innovations there in dispute
resolution?

MSBELLAMY: Theonethat | followed most closely was the New South Wales
system.
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PROF WOODS: The Workers Compensation Commission, yes.

MSBELLAMY: Therearelessonsto belearned; not in innovation. My concern
with that, of course, isthat it has now become avery legaistic structure and a very
slow structure and avery expensive structure.

PROF WOODS: Under the new arrangements, that would be your conclusion.

MSBELLAMY: Unfortunately | don't have the datathat | would like to have from
New South Wales. The structure may well be said to be an improvement on the
previous structure, but | think in terms of its ability to deal with claims quickly and
efficiently - at this stage it’s still relatively new and | think it’s unfair to examine it
without appropriate data. There is nothing to suggest at this stage that it is
substantially more efficient or more effective than the previous structure.

PROF WOODS: Thank you for that. Y ou talk about restricted legal
representation; others would argue the importance of representation throughout the
process and particularly draw on arguments that, even if the lawyer can't bein the
room, no doubt they’ve already pre-briefed their party beforehand and therefore those
who are more articulate in expressing the advice they've received from their
solicitors are at an advantage over those who are less so.

MSBELLAMY: It'sadifficult argument and certainly, out of this state, the
Situation is correct, as you say. There will be some who will say, "Well, the insurer
may well be present and the insurer can put the employer’s case," and of course the
worker is disadvantaged because the insurer representative may well be very
experienced at putting that case. Where I'm suggesting restricted legal representation
- and it's on minor matters so it's within the mediation and conciliation role - what
I’'m suggesting is that that role or within that structure it really should be between the
worker and the employer, rather than again bringing in the third party intervention.
Once it goes to the more formal structure then certainly legal representation should
be allowed.

It may well be those parties seek advice, either from their insurer or from legal
representatives, before going into the mediation process, but within that process |
would like to see a scenario where it involves the direct employer and the employee.
The reason for that, on some of these minor matters and not so much the technical
matters, isthat at that stage there is still an opportunity for recovery. With any claim,
intheinitial stagesit’s certainly very consultative and supportive; it then movesto
the adversarial approach and the first dispute, be it minor, starts that movement. So
particularly with those minor matters and those first disputes, if there can be greater
mediation it will at least slow that movement or the crossing of theline.
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PROF WOODS: Yes. Thank you.

MSBELLAMY: Premium setting: we've always held the view that workers
compensation insurance should be deregulated. That of course would mean that third
party premium setting would be abandoned and the operation of insurers would be
left to the market. In saying that we would expect there be appropriate prudential

and administrative controls federally under APRA.

PROF WOODS: Hasyour experience of market forces always supported that that
would produce the most desirable outcome?

MSBELLAMY: Do we have acompetitive market in Western Australia? It
depends on whether or not the insurers wish to be in the market.

PROF WOODS: Yes.

MSBELLAMY: 1n 1999, and for acouple of years after that, one could say it
wasn't as competitive asit could have been or should have been. Asthe system has
improved - that is, at least it's going to survive - we are seeing the market become
more competitive. Again, within the free enterprise system, we are far better off with
acompetitive market. Western Australiais certainly far better off than some of the
other jurisdictions and, if we compare that with New South Wales, it’s relatively easy
to see.

PROF WOODS: Y ou chose your comparison carefully.

MSBELLAMY: It'sdifficult to support amonopoly situation such as Queensland
but, you're right, the systems around the country are really quite different. If | could
just raise one other issue there: there are two important factors. Thefirst isthat
premiums should be risk-graded as far as possible; the second issue that continually
comes up is discounting or rebates. | have problems, | think from day one,
reconciling in my mind why these two things continually come up. If you have a
free market then it allows employers to negotiate their premiums against therisk. In
terms of discounting - if we look at some of the other jurisdictions - to receive a
discount then employers need to establish certain systems; in establishing those
systemsthere is a huge cost factor and the outcome from those systems is not
necessarily positive.

The other factor that's been raised with me by some employersis that the cost
of establishing and maintaining those externally imposed systems is higher than the
discount that they receive.

PROF WOODS: Insurance markets do go through cycles.
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MSBELLAMY: Yes.

PROF WOODS: Y ou have hard markets and soft markets. Y ou have firmswho
discount premiums heavily to buy market share and the like. Should workers
compensation be subject to those vagaries? Y ou mentioned to some extent having
prudential thresholds and regulation of that form. Isthat the way by which you
would ensure that at least the system remains viable?

MSBELLAMY: Yes, | tendto agreewith you. There are several factorsin there
in terms of the market and the way in which the market behaves, but at the end of the
day all marketswill have certain characteristics. | don't think it's up to the
government to try to control those characteristics. Where the government does have
aresponsibility isin ensuring that it remains a viable market. So long asthe
prudential and administrative arrangements are in place, as you suggest, then | think
we just have to ride out the characteristics of a market.

PROF WOODS: It would be helpful in your submission to us to identify what you
see as the minimum necessary level of intervention by the government in the
insurance market. | want to make sure we're fully informed on not overregulating
where that’s unnecessary, so your views on that would be most helpful.

MSBELLAMY: Yes.

PROF WOODS: Sdlf-insurance?

MSBELLAMY: Nationa self-insurance arrangements - - -

PROF WOODS: You talk of conditional support.

MSBELLAMY: It depends on the framework whether, in fact, it becomes totally a
national system, so they're responsible to a national system and not to the local
jurisdiction, or whether in fact we can set anumber of criteriain place through
re-insurance arrangements or other arrangements, where it can be done nationally
rather than at a state level.

PROF WOODS:. Yes, state by state.

MSBELLAMY: Butl think it'simportant within workers compensation - it's |
think alittle different from occupational safety and health in that workers
compensation should be managed in the jurisdiction to which it applies. We find that

where that management is done in another jurisdiction the day-to-day management
may not be as good as that management at avery local level. Also, one of the
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concerns, of course, regards the premium pool and the general support of the
jurisdictional arrangements. Within self-insurance we're seeing the large companies
becoming self-insured and they’re actually going out of the schemes, so we're losing
that support within the jurisdictional arrangements. There will be some concern,
particularly from the jurisdictional bodies, in terms of losing their major employers.

On the other hand, national employers that have become self-insured become
very frustrated by the different benefit levels and the different requirementsin all of
the states. Onething can't be seeninisolation. If we can set up, say, the consistent
benefit levels and have maybe some consistent philosophies within injury
management, it will become much easier for self-insureds and other national
companies to actually manage across al of the jurisdictions.

But in terms of a national body to which all self-insurers should apply to gain
an exemption from jurisdictional requirements, it's inappropriate to either establish
that body or to use an established body; | think it's appropriate that they continue - - -

PROF WOODS: Doesone cometo mind?

MSBELLAMY: Of course, Comcare. | think it's appropriate that they actually
apply to their jurisdictional WorkCover or bodies. There may well be some
consistency in the requirements of self-insurers.

PROF WOODS: It'san areawe could debate at some length this morning, but it
might be helpful in the first instance if, in your submission, you could spell out your
thinking on that alittle further. We may follow that up because we're certainly aware
that there are various models that we could draw on, one being self-insurance under a
pre-existing or newly created national scheme. Y ou mentioned Comcare in that
regard. The aternative isthat where the prudentials are nationally sound the head
office location approve the self-insurance status, provided each jurisdiction has
signed off that their performance in occupational health and safety was of an
appropriate standard, or else they apply individually in jurisdictions, in which case
you would probably want to reduce the diversity of conditions such as the
200-employee threshold in South Australia, or the 2000-employee threshold in some
other jurisdictions.

MSBELLAMY: It'sinteresting that you mention their performancein
occupational safety and health. | don't think it has much to do with whether or not
they're self-insured; self-insurance is about their performance in the management of
claims and their performance in injury management.

PROF WOODS: Youdon't seethetwo related?
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MSBELLAMY: No, I don't. It concerns me and | think it's going back to the
comments that | made on discounting - in terms of these externally imposed systems
that can be relatively easily met although fairly expensive to do so. But at the end of
the day they don't drive their workers compensation performance, so | would much
rather the focus being on their performance in claims management, their performance
on injury management and their financia viability. To concentrate on other areas
dilutes the focus on those three.

PROF WOODS: Isthere, though, some confusion in the debate between
prescriptive occupational health and safety and outcome-oriented occupational health
and safety? Isthat part of the confusion in this area of debate? | am wondering if
you are reacting particularly to the prescriptive form of occupational health and
safety.

MSBELLAMY: No, I'mnot. I’'m reacting to systemsand | don't think systems are
that related to whether it is prescriptive or whether it's general duty of care. What
appears to happen is there is the implementation of a management system -
occupational safety and health management system - which | support, but thereis
also arequirement for audits. Those audits are done in compliance with a number of
documents that exist around the country and the Australian standard being the most
popular one.

What happens then is that the systems start to be driven by the audit tool - not
by what is most appropriate for a particular company but what will get us past the
audit. Inthe first year, when you implement the system, it'sfine, it'sinnovative, it
drivesitself and you may well start to see improvement, but if the audit tool doesn’t
change over aperiod of four or five years or the audit tool is not the most appropriate
audit tool for that organisation then that is what you are managing to.

PROF WOODS: Okay. If you could elaborate on that it would be most useful.
Y ou have got three other items there. Perhaps we can work our way through those.

MSBELLAMY: Licensedinsurers. in Western Australia of course we have a
privately underwritten system. Given my previous comment on the deregulation of
the workers compensation market then we see that the system throughout Australia
should be privately underwritten. | doubt that will ever happen.

PROF WOODS: Soit'saflagthat you are waving.
MSBELLAMY: Yes. We'rehappy with out privately underwritten system. It's
performing well and has traditionally performed well. It islike anything - it has

peaks and troughs, but those peaks and troughs are not as high as some of the other
jurisdictions. Just in terms of the question that the Productivity Commission is
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asking, yes.
PROF WOODS: Yes. | am happy with that.

MSBELLAMY: A fairly easy answer. The interrelationship between workers
compensation and OHS legislative frameworks:. it seemsto me that workers
compensation is seen as a mechanism by which to achieve accident prevention. |
don't think that is necessarily the case. | think they’re two different systems.

PROF WOODS: Isthereno rolefor feedback |loops?

MSBELLAMY: Certainly thereisarolefor feedback loops. Feedback |oops are
useful in terms of adjusting occupational safety and health programs. The datais
particularly useful, but the datais really about claims management, injury
management - the severity of aclaim is not necessarily how severely somebody is
injured; it really relates to how long it takes them to get back to work. How long it
takes them to get back to work is then dependent upon the injury management
program. You can have aminor claim that may take six months to get back to work
and amajor claim where the person is back to work within a month - so great care.

There are probably three things | would consider in thisarea: thefirst isthe
different cultures and the drivers of most of the systems; the second is quite an
important one in the combination of the two and it is the loss of focus on one area.
Given that workers compensation is driven by finance then that will be the area of
focus and | think we'll start to lose it on occupational health and safety. The third
oneisan interesting onein that | see different competencies to manage both systems.
Whilst we may see, within organisations, individuals who are trying to balance both,
my experience in this market and certainly in the employment of peopleisthat it's
very rare to find somebody who will give even focus, or has competencies in both
areas.

PROF WOODS: | understand those issues, but | would have thought that there
would still be an advantage in examining system frameworks for each to ensure that

you do maximise the benefit of data collection and feedback in that design process.

MSBELLAMY: Yes. Some of that work is already being done by the nationa
commissionand | am - - -

PROF WOODS: Yes, of which you are amember and we're across.

MSBELLAMY: Probably I, being amember of these things, am not paying as
much attention to it in my submission as | could.
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PROF WOODS: Okay.

MSBELLAMY: But certainly if recommendations coming out of the Productivity
Commission can enhance that work then | personally would be very pleased to seeit.

PROF WOODS: Very good.

MSBELLAMY: Cost-sharingisadifficult one: there always seemsto be aview
that the net effect of cost-sharing would favour employers whilst disadvantaging
taxpayers. | don't think that that is particularly so, although unfortunately | don't
have the data to present on that. It should be balanced with employers paying for
injuries that may not be workers compensation injuries, or aternately may not be
fully contributed to workplace injury. It's atwo-way thing, but the perception may
not be the redlity.

PROF WOODS: Well certainly be exploring that and doing some financial
modelling on not only cost sharing, but cost shifting and we will explore that in
much greater detail. | appreciate these were discussion notes and you have
elaborated on those for us during today’s hearing. We are very keen to get your full
submission. We have identified a couple of areas where this inquiry would benefit
from more detailed views on certain of those, but have you got any concluding
comments you wish to make at this point in the inquiry process?

MSBELLAMY: No.

PROF WOODS: We are grateful for the ongoing cooperation of the chamber to the
inquiry and look forward to your further submission. Thank you very much.

MSBELLAMY: Thank you.
PROF WOODS: | will adjourn the hearing at this point. Thank you.

AT 12.24 PM THE INQUIRY WAS ADJOURNED UNTIL
MONDAY, 16 JUNE 2003
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