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The CHAIRM AN — | declare open this meeting of the Economic Development Committee, which isan
all-party committee investigating the issue of structural changesin the Victorian economy. | advise al present at
this hearing that al evidence taken by this committee, including submissions, is subject to parliamentary privilege
and is granted immunity from judicia review pursuant to the Constitution Act and the Parliamentary Committees
Act.

Wewelcome Mr Bernie Carolan, commercia director of National Express Group (Australia), to our inquiry.

Mr Carolan, you are aware of the reference we have before us, which isto do with structural change. In looking at
that reference, we have to get our minds around what happened five or Six years ago, what has happened since and
where we are now. We have to be able to trace what happened over that period. One of our problems has been that
many of our witnesses have concentrated on what is happening now rather than what has happened over the past
fiveor sx years. | will put that comment on the table to start off with. We usually run these hearings by asking
witnesses to make an opening statement and we might then ask some questions.

Mr CAROLAN — | was not fully aware that the terms of reference went back that far either, but it is
quite okay. My presentational material concentrates on the period since 1999 when public transport was franchised,
but I am happy to deal with questions on the period before that. | have been involved in transport for some years, so
| am happy to ded with that period by way of questions. | have some presentation didesin hard copy form to work
through, which | will distribute. | will try to work through this presentation promptly, so | will gloss over acouple
of the dides and focus on the ones | think you will be more interested in. My company, National Express, has been
inVictoriasince 1999 as aresult of the franchising processin Victoriawhich led to us operating Bayside Trains,
Swanston Trams and V/Line Passenger, and also as aresult of acquisition, because in that same year — 1999 —
we purchased National Bus Company, which operates out to the eastern suburbs.

The CHAIRM AN — From a private provider?

Mr CAROLAN — It was previoudy owned by a group — the Bosnjak brothers— from Sydney, and it
was sold to them by the Met in about 1992.

My roleisthat of commercia director. | have been involved in public transport in Victoria, in one way or another,
for about 30 years— unfortunately, asit startsto say something about age, but that’ stheway it is. | have had an
involvement in al the major public transport modes — bus, train and tram — and have worked in awide spectrum
of roles, both in the government operating authorities such as the Public Transport Corporation (PTC) and in
government regulatory agencies before that. | also spent some years consulting. By coincidence, | happen to be the
longest-serving National Express employee, because | started at the time of the bidding process. National Express
Group (Austraia) isawholly owned subsidiary of National Express Group PLC, whichislisted in London. | do
not intend to go right through the organisation chart you have before you; it issmply thereto show that itisafully
owned subsidiary with an Australian-based chief executive officer. We are left pretty much to our own devices,
except for obvious things where you would expect a parent to take an interest.

National Express Group isavery large company worldwide with interests mainly in the United States, the United
Kingdom and Australia. Y ou will see from the next dide that we are the owner and operator of alarge number of
individual businessesin the UK providing both bus and long-distance coach operations, which are the original roots
of Nationa Express. Infact, it isthe only business that trades as Nationa Express. All of us have probably beenin
Britain at some stage and seen National Express coaches; it isthe only company that actualy tradesthat way. In the
US, the operations are focused around some urban transit buses and, in particular, school buses. We have aready
talked about its operationsin Austrdia. It isan unusual company in that National Express carries only people. At
this stage of its development it is not interested in freight transport. It has an interest — or did have an interest until
recent times— in acouple of arportsin Britain, but it has sold those. It is uniquely involved in smply transporting
people going about their daily business or for tourism purposes. In that context, much of what we do was
previoudy operated by government-owned entities, both here and in the other countries. In virtualy al of what we
do there remains a close relationship between oursel ves as the operator and the relevant government policy-making
or regulatory body. The nature of your inquiry is nothing new to us, because the context of looking at the structural
change involved in a private operator being involved in a businesslike ours is something we have worked through
elsewhere as well.

Worldwide, we have nearly 40 000 employees in the businesses that operate under our umbrella, of whom just
under half arein the company’ s original stamping ground — that is, the UK — where we carry about 560 million
passengers on the various operations. In the US we have mainly school buses and urban transit buses, as|
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mentioned, with about 17 000 employees. It isamost a one-for-one relationship — if you own abus or a school
bus then you need a driver for it — so obvioudy the great bulk of those employeesin the US are bus drivers.

In Augtrdlia, as | mentioned, we have the franchises for Bayside Trains and Swanston Trams, which are now to be
caled M Trainand M Tram; V/Line Passenger; National Bus Company in Victoria, and thereisaso a Nationa
Bus Company in Queendand; Westbusin Sydney, out in the western suburbs near Parramatta; Blue Ribbon
Coachesin Newcastle; and Southern Coast Transit in Western Austrdia, which operates down towards Mandurah,
south of Perth.

Mr THEOPHANOUS — Areyou involved in school buses?
Mr CAROLAN — In Augtraia?
Mr THEOPHANOUS — Yes.

Mr CAROLAN — Not redlly. Some of those urban buses— such as National Bus Company here,
Southern Coast Transit in Perth and Westbusin Sydney — certainly carry alot of students, but they are not
dedicated school buses in the sense that we think of them here, where they are pure school contracts.

MrsCOOTE — It says on acommittee document that there are 11 Kew school routes; isthat right?
Mr CAROLAN — Yes, with National Bus Company.
Mr CRAIGE — That isaprivate contract.

Mr CAROLAN — | amjust making the distinction that those school routes will ill carry kidsusing
ordinary Metcardsto travel, if you like, rather than being a pure contract to the schoal.

Mr THEOPHANOUS — Y ou might want to talk to me about school buses because | am currently
conducting areview for the government and | notice you have not been in touch.

Mr CAROLAN — | will note that. In Australiawe have about 4000 employees. Getting closer to home,
most of you would be familiar with Swanston Trams— M Tram — and the Ssmplest way to think of the difference
between oursalves and Y arra Trams is that the routes that operate north-south through the city — Swanston Street
and Elizabeth Street — are Swanston Trams and those that operate east-west through the heart of the city are Yarra
Trams. Swanston Trams has a bit more than half the routes across al of Melbourne— that is, about 17 out of 30 or
s0. Since franchising in 1999, we have introduced around 400 extratrips aweek. Next year will be ared-letter day
for the tram system in Melbourne in that both ourselves and Y arra Trams will introduce about 90 new trams
altogether; about 59 will be oursand 31 will betheirs. Thefirst of Yarra s new tramsisin Melbourne being tested.
Certainly during 2002 there will be a quite marked improvement in the fleet of the tram system in Melbourne. They
will beintroduced progressively over 2002-03.

Mr McQUILTEN — Where are they coming from?

Mr CAROLAN — They are coming largely from Europe. The Y arratrams are being built by Alstom,
which is dominated by the French — obvioudy al these companies are multinational — and in our casethey are
being built by Siemens and largely constructed in Germany.

Mr THEOPHANOUS — With no Australian content?

Mr CAROLAN — No, thereis considerable Australian content, but the vehicle building industry isa
multinational industry. In worldwide termsthere are now only three large playersin the Westernised countries, if |
can put it that way, being Alstom, Siemens and Bombardier, which is a Canadian company that has only recently
purchased a company previousy known as Adtranz. Those three companies are the big players on aworldwide
scdle. They are dl interested in reopening Australian manufacturing content, if that is the appropriate way to
expressit, but it was not feasible to embody that in the orders placed in 1999; it may be feasible for some future
orders. Thereis il considerablelocal content in terms of final assembly and certain component supplierswho are
supplying components from here.

Mr THEOPHANOUS — Can you provide us with materia onthelevel of loca content in those orders?
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Mr CAROLAN — | can. It isaready available through the department. | am not sure what the
appropriate way to deal with that is, but the information is readily available. The name Bayside Trains—
M Train—isabit of amisnomer because some of the Bayside routes go along way from the bay towards
Broadmeadows, Upfield, and so on. Nevertheless, aproportion of the other Bayside services are bayside —
Frankston, Werribee and Williamstown. Bayside has a bit more than half of the total metropolitan train system.
Since 1999 we have introduced around 300 additional services aweek, and again, aconsiderable investment in new
trainswill occur from part way through 2002 and across the next couple of years after that.

MrsCOOTE — Have those additional services been in one particular area or across the spectrum?

Mr CAROL AN — They have been across the spectrum, dominated by some of the services that were
pretty much at peak capacity, such as the Dandenong and Frankston lines which have aways been the heaviest
patronised lines, and also the lines servicing some of the growth corridors such as Werribee— Werribeeis
probably the fastest growing of our routes— and Broadmeadows, to a certain extent. The additional services have
been across the board, but probably dominated by those three or four services. | am sureyou are dl familiar with
V/Line Passenger. We operate virtually al the country train and coach network, but our franchise does not include
the Warrnambool and Shepparton corridors which were franchised to other companies some years earlier, and |
will mention that again in amoment. In V/Line Passenger there have been about 150 extra services aweek
introduced — again, across the board. In proportional termsthat isamuch bigger increasein servicefor V/Line
passengers than the metropolitan increases | mentioned a moment ago.

Mr BEST — Areyou looking at any other Sprinter services?
Mr CAROLAN — | will cometo that in a moment.

Mr CRAIGE — You say V/Line coach services; do you mean V/Line designated coaches and those
coachesthat are contracted to those services as well? There are two different sorts, are there not?

Mr CAROLAN — Thereis, inasense, abit of a split known only to the aficionados. So-called ralil
replacement coach services— that is, servicesthat relate to alocation where there was atrain line once upon a
time, even if it was many years ago — are regarded as afully fledged part of the V/Line franchise and are managed
and contracted to us. Services that were introduced by a private operator who may have been in existencein such
and such a place for many years are often marketed and appear to be aV/Line service, so they will till havea
V/Line badge for purposes of selling it as part of athrough ticket and so on, but those categories are administered
by the Department of Infrastructure. | do not know the details, but probably a bit over half are contracted to us and
ahit lessthan half are managed by the Department of Infrastructure.

Beyond the fleet investment that | have talked about in the metropolitan area, the main change we expect
Melburniansto see over the next year or two isthat as of next month we will be more actively changing the name
of Bayside Trains and Swanston Tramsto M Train and M Tram. That change will be associated with a number of
cosmetic improvements, if | can cal them that, such as new uniforms and progressively some resignage and so
forth. But, more importantly, behind the scenesit is about ustrying to really put afocus on improved service, via
frontline staffing attitudes, information, safety, cleanlinessand so on.

We even mention ticketing there, bravely. | am sure you are aware that improving metropolitan ticketing is not
entirely within our ability. There are longstanding arrangements with Onelink. We are working with many othersto
improve the outcome that passengers get from the ticketing scheme and we are aware, obvioudy, that
improvements still need to be made. In the case of V/Line Passenger — and to answer your question, Mr Best, in
part — under the franchise arrangements we will be operating the announced new faster trainsto Ballarat, Bendigo,
Gedong and Traralgon.

Mr CRAIGE — Thereisno doubt about that at all?

Mr CAROLAN — Not from our point of view, no. To do that we are purchasing 29 new vehiclesfor that
role, which isthe same order of trainsthat we were intending to have at the time of the franchising in 1999, but they
are different trains. So they are Sprinter-type trains but with a higher speed capability than the Sprintersthat are
currently on the network.

Mr BEST — Arethey atilt train?
Mr CAROLAN — No, they are not atilt train.
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MrsCOOTE — What sorts of times are we going to be talking about, with Ballarat and Bendigo? At
what speedswill thetrains go?

Mr CAROL AN — Thetrains have been purchased to operate at up to 160 kilometres an hour. The travel
times for each of the four corridors— you have me there, to quote them verbatim to you, but they are on the record
from the government’ s announcements and you can check them. The infrastructure works are being commissioned
shortly — they are being put to tender later this month, as | understand it. It is obvioudly the interface between the
infrastructure works and vehicles capability which will then deliver the travel times.

Mr BEST — How long before you get these new trains?

Mr CAROLAN — The new trains are being ordered more or |less as we speak and will be ddlivered in
about two to three years, which is consi stent with when the infrastructure works will be completed for the new
travel times.

Mr BEST — Just remind me, what is Bendigo's going to drop to? | have forget.

Mr CAROLAN — | cannat quote the definite time on that.

Mr McQUILTEN — | think it will be something like 1 hour and 20 minutes.

Mr CAROLAN — | think it will be 80 or 85 minutes; it is nearly 2 hours at the moment.
Mr CRAIGE — Where are the trains being manufactured?

Mr CAROLAN — We are dtill in negotiation with the supplier. So | cannot answer the question fully
because the negotiations are not completely concluded.

Mr CRAIGE — The answer to that question is you do not really know at this stage?

Mr CAROLAN — | certainly cannot put it on the record. At the stage of negotiations we are at that is not
appropriate because there are alot of confidential negotiations going on and depending on how those negotiations
arefinaly concluded will dictate where they are made.

The CHAIRM AN — That isfair enough.

MrsCOOTE — On your understanding of the infrastructure and taking the Bendigo line for example, isit
your understanding that the faster trains, not the fast trains— and | think it isimportant we get the terminology
right — will be stopping at Gisborne, Woodend and Kyneton? What is your understanding of that?

Mr CAROL AN — Our debates with the project team that is managing thisfor the Department of
Infrastructure in terms of precise service levels and stopping patterns are nowhere near concluded. Obvioudy these
new services will not actualy be running for acouple of yearsyet. It is self-evident that to get the fastest possible
time you operate end-to-end express. | would have thought that it will not be necessary in all casesto deliver the
sorts of trip timesthat are being talked about and there will end up being amix in each corridor. That istheright
thing to do, anyway, because the number of people that might justify a complete end-to-end expresswill not justify
every train being an end-to-end expressin those corridors; the population density is ssimply not there.

Mr BEST — Particularly on the Bendigo line, where you have Bendigo, Castlemaine, Kyneton — three
substantial towns.

Mr CAROLAN — And closer to Melbourne, Woodend and Sunbury. On the Ballarat line, you have
Bacchus Marsh and Melton askey places. Gedlong isalittle bit easier. On the Traralgon line obvioudy you have
Traralgon, Morwell, Moe and Warragul as al being substantial.

Mr BEST — What sort of investment will the purchase of 29 new trains be?

Mr CAROLAN — Again, | did not include that, whereas | did in the other cases, smply because the
negotiations are till current, so | cannot put that on the record as yet, either.

Mr THEOPHANOUS — Thisisvery much a partnership with the government, as | understand it. There
isasignificant investment by the government in the new infrastructure and you are then purchasing the trains and
providing the service; isthat how it is going to work?
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Mr CAROLAN — That is essentialy correct. The infrastructure in country Victoriais not leased to us; in
metropolitan Melbourneit is. Where we run Bayside Trainsthe infrastructure isleased to us. In country Victoriait
isnot; itisleased to Freight VictoriaLtd and the state is contributing the money for that infrastructure to be
upgraded. While we are important to that, because the interface between our vehicles and theinfrastructure is
crucid, it isthe state-funded infrastructure improvement on a piece of infrastructure that isleased to Freight
Victoria. Soit is effectively athree-way partnership, not just between the state and us but with Freight Victoria
involved aswell.

Mr BEST — How are you going to arrive at the fare structure?

Mr CAROLAN — From our point of view, in the franchise the fare structure is the fare structure. One of
the things the franchise does not do is give us any marked flexibility with fares at al. It remains a government
decision asto what the fares should be and that islocked into the franchise. In essence, if the government of the day
chose to apply adifferent fareincrease to the faster trains it would be a government decision, not ours.

Mr THEOPHANOUS — Who would get the revenue from that?

Mr CAROLAN — Therevenue from fares, asit stands, flow to us, obvioudy, as part of the franchise
arrangements. If the government of the day chose to apply a distinctly higher fare altogether because it was
regarded as a premium service or some such, there would have to be negotiations of some kind asto how that
would flow, either to the state or to us. | am not aware of any intention that that will occur.

Mr THEOPHANOUS — So you get afaster, better service and the fare structure will remain more or
less asisin the franchise agreement?

Mr CAROLAN — That is our expectation. If the government of the day chooses to do something
different, that will emergein two or three years.

Mr BEST — How do you get areturn on investment for the 29 new trainsthat you are purchasing if you
locked in a one end on the fares that you can charge?

Mr CAROLAN — The 29 new trains— not the same 29 new trains, asit turns out, but the expectation
that we would invest in new vehicles— was known at the time of franchising and was embodied in our bid, which
turned out to be asuccessful bid. So in that sense we should have dlowed for all the appropriate calculations at the
time. Whether we did or did not isto our lookout. Certain negotiations are occurring, because the new trains are of
ahigher speed, so if thereisamargina purchase cost on top of what we expected that will be negotiated with the
department but the fundamentd return on investment has been embodied in our bid in the first place.

The CHAIRM AN — | am concerned we are not going to finish your presentation.

MrsCOOTE — Areyou building the Shepparton, Warrnambool, Leongatha and Milduralinesinto the
fast train segment?

Mr CAROLAN — No, they are not part of our franchise— and the government is not, either, but all four
of those services are currently up for re-tender and we will be bidding.

MrsCOOTE — In your view, isthat short-sighted? Is it something that should be looked at at thistime
when we are talking about those sorts of speeds, particularly to Mildura?

Mr CAROLAN — | cannot comment on that.

Mr THEOPHANOUS — | think it would have been short-sighted to have shut them down in the first
place, don't you?

MrsCOOTE — | only want to know about the future, considering we are talking about getting faster
trains.

Mr CAROLAN — Thefocus of the faster trains has been on the corridors that are deemed to be
commuter links from Melbourne: Geelong, Ballart, Bendigo, and Traralgon. Clearly different people have different
opinions about what is commuter length and what is not, but that has been the focus of the faster train policy, and
that isasmuch as| can say about it.
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Mr BEST — Do we know which one will be the first, whether it will be Ballarat or Bendigo?

Mr CAROLAN — No. Again, that isnot a decision that we are involved in. At the moment the tenders
are being let simultaneously — or that isthe intention, that the tenders be let simultaneoudy later this month — and
that they be constructed simultaneoudly because clearly work that is being done in one place does not necessarily
affect work that is being done somewhere else. Whether that turns out to be the case is up to the department.

Mr CRAIGE — Will you be running the new fast trains from Ararat?
Mr CAROLAN — How do you mean?

Mr CRAIGE — Y ou made the statement that you will be operating on the reopened lineto Ararat. What
sort of servicewill you be providing to Ararat?

Mr CAROLAN — It will depend on the find timetable. It will be a matter of fact. If it turnsout to bea
particular timetable trip that getsto Ballarat at some time of day which is extended through to Ararat and happens
to become atrain to Ballarat that is run with one of the new fast ones, it will clearly be the vehicle that extends
through to Ararat. But it will not run at 160 kilometres per hour beyond Ballarat.

Mr CRAIGE — Why?

Mr CAROL AN — Because the fast train project is only commissoning works on the track between
Ballarat and Melbourne, not between Ballarat and Ararat.

Mr CRAIGE — So the speed will be no different from atrain that would currently run between Ararat
and Ballarat?

Mr CAROLAN — It would probably be marginally higher, but not necessarily to the extent of the
capability of the new train. The new trains will have better accel eration and deceleration and ride characteritics,

anyway — not just at top speed.
Mr CRAIGE — Who isdetermining the service level to Ararat?
Mr CAROL AN — Ourselves and the department, jointly.

Mr CRAIGE — Then | will ask some questions, because you are here before this parliamentary
committee. What servicesto Ararat have you discussed with the Department of Infrastructure?

Mr CAROL AN — The announcement that the minister made is what we are discussing, which is 14 trips
aweek to Ararat and 28 trips aweek to Bairnsdale, so one each way per day to Ararat and two each way per day to
Barnsdde.

Mr CRAIGE — Having been involved as an operator in the area and having 30 years experience — —
Mr CAROLAN — Don't remind me.

Mr CRAIGE — Asaprivate sector operator, do you believe the service that will be operated between
Ballarat and Ararat will attract the patronage so that the principle — asthe Premier said — ‘useit or loseit” will

apply?
Mr CAROLAN — That is up to the people of Ararat and districts, not me.
Mr CRAIGE — Why not — you are operating the service?

Mr CAROLAN — The serviceto Ararat will necessarily be quicker than aprevioustrain to Ararat was
because the infrastructure between Ballarat and Melbourne will be quicker. So if the travel time between Ballarat
and Melbourneis reduced by 15 minutes, equally the travel time from Ararat to Melbourne will be reduced
accordingly. The Ararat community talks alot about the sorts of devel opments that are occurring in their district
with some revitalised economies and a so tourisminto the Grampians, and the ‘useit or loseit’ thing is up to them,
redly.

Mr CRAIGE — You are a private sector operator; you are operating atrain service?
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Mr CAROLAN — Yes.

Mr CRAIGE — | have asked you the question not to give me aline, but as a private operator. You are the
commercia director; therefore you have aresponsibility to the company which you work for on acommercia
basis. On acommercid basiswill that level of service which you have been told you have to operate provide you in
any way, shape or form areturn in acommercia way?

Mr CAROLAN — Yes, it will, asit will to the other lines.

Mr CRAIGE — Isthat because you are subsidised?

Mr CAROLAN — All country public transport involves asubsidy, yes.

Mr CRAIGE — And it will continue to do so?

Mr CAROLAN — Certainly in the terms of our franchise it will continue to do o, yes.

Mr CRAIGE — Will there be an increase and are you discussing the subsidies with the government
currently?

Mr CAROLAN — There will be an increase in subsidy because of reopening to Ararat and Bairnsdale,
yes. We never claimed to fit it within our existing franchise.

The CHAIRM AN — Wewill get on to the next page, ‘ Chalenges ahead’, and we might ask some
guestions after that.

Mr CAROLAN — | can cover the remaining pages very quickly. The chalenge for usisto increase
system-wide patronage in conjunction with the other operators and with government but at the sametimeto try to
make sure that we increase our share of that patronage if we can. So we not only want to be part of the system but
we want to be the best part of that system. We need to deliver the investmentsthat | have mentioned and many
other investments besides them, and we need to redlly be responsive to customer needs, from both the corporate
and staffing point of view. People in Melbourne and Victoria need to make the leap that people in many parts of
Europe and America have made: to accepting that public transport is a genuine aternative for them for work,
tourism, specia events, and so on. We are close to achieving that but we have not achieved it yet.

In summary, from our point of view, we realy do want to emphasi se that the arrangements that we operate under
arefranchises, not sales. There are service level guarantees and performance improvement incentives that are built
into our arrangementsthat are integral to the success of the franchises, not only for ourselves but also for the
community in general. Audtraliaand Victoriaare by no means unique in what they are doing. There are many
places where the actual operations are being seen as an opportunity for private business undertakings in conjunction
with the overall policy settings by government. We think the full benefit to customers of al the schemeswe are
involved in will be realised over the next three to five years. The franchises go for somewhat longer than that, as
you would be aware. Lastly, just from our own point of view, National Expressis committed to development in
Victoriaand Austrdasia. As | said, we are afully fledged subsidiary, with our headquartersright herein
Melbourne. We look forward to further work with the community and our customers.

Mr BEST — One of the matters| would like to tease out with you isthat you said you want to ensure that
rail and tram services, or public transport, is a genuine aternative for the community. Just with the timetabling for
the Ararat train, which will be one aday each way, what negotiations are required to take place to ensure that al the
feeder buses and so forth will actualy meet the timetablesto get people to and from Melbourne?

Mr CAROLAN — In that case some of the connecting coach services are directly managed by usand
some are not.

Mr BEST — What percentage?

Mr CAROLAN — | could not answer that off the top of my head. We have opened some discussions
with the mgjor contractor in the area. We will continue to do that and we will work with the department to have
theminvolved aswell. One way or another, it would be certainly our intention that the coaches feed into Ararat
adequately but also continue to feed into Bd larat and make sure the network works as a network. Whether itisin
the country or metropolitan Melbourne, our view isthat increasingly we have to look after peopl€’ s end-to-end
travel needs. It is self-evident. The more we al get used to pretty luxurious conditionsinside our cars from the
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moment we leave our garage to the moment we get to wherever we are going, the more we have to make public
transport the same, or as close to the same as we can, with end-to-end connections, interchange, good shelter, good
information provision, and so on. That hasto be the target.

The CHAIRM AN — Thank you. Mr Carolan, | will read some of the questions | am interested in getting
answersto. They relate to changes introduced by National Express public transportation coverages; routes,
timetables and service quality standards over recent years; the comparison of tota journey times, including waiting
and travelling times on key routes over recent years; changes in patronage on metropolitan, regional and rural
services over recent years, the level of services provided within or between rural and regional communities;
impacts of closure on country passenger lines and expected impacts of reopening. Most of those questions revolve
around the past five or six years. If you are happy, | would be keen for the committee to send you aletter.

Mr CAROLAN — Yes.

The CHAIRM AN — Requesting information on any questions not dealt with at this hearing. Obvioudly it
would beillogical to ask you about statistical information in ahearing like this. If you are happy for that to be done,
our executive officer will send you a note about that and perhaps some other questionsto try to show what has
happened over the past five or Six years.

Mr CAROLAN — Yes, we are happy to take that. In responding to that can | say that with anything that
predates us we would obvioudly just requote information that was given to us at the time of franchising, and would
not take the responsibility for its accuracy or otherwise. But they will be the best records that exist.

Mr CRAIGE — But you would be able to detail the 150 extra— —
Mr CAROLAN — Yes.
Mr CRAIGE — And the— —

Mr CAROLAN — Yes. Anything we have done we can detail, but going back before that we can talk
about patronage, growth, and so on, based on the state' s records of the day.

The CHAIRMAN — Wéll, do that.

Mr THEOPHANOUS — Thank you for your presentation. There has been a consderable amount of
changein public trangport over the past five or Six years.

Mr CAROLAN — Yes.

Mr THEOPHANOUS — Earlier you said that your company predates us. When did you directly become
involved?

Mr CAROLAN — In Victoria?
Mr THEOPHANOUS — Yes.

Mr CAROLAN — In 1999, not only by the franchising but also by the purchase of National Bus
Company. It was early in 1999, and when the franchising commenced late in 1999.

Mr THEOPHANOUS — So you are arecent comer?
Mr CAROLAN — Yes.

Mr THEOPHANOUS — What is now proposed is the reopening of linesin country Victoriaand faster
trainsinto regiona centres, which will involve a huge amount of government investment and a considerable
contribution by you to run the services. Would you describe that as a sea change in terms of public transport in
Victoriaand its potentia perception?

Mr CAROLAN — | would describe everything that has happened in public transport over the past
10 yearsor so, not only here but around the world, as a sea change. People have become aware that public transport
has to be brought into the modern world. People have higher expectations than in the dayswhen it used to be
treated as mass transit — which isthe American term, but there was alot of a sense that that is exactly the way it
wastreated: aprovision of masstranst, asif peopletravelling onit did not have individua needs and wants. A lot
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of what has happened over the past 10 years or so has been to try to redressthat and say, ‘ Okay, it is till mass
transport because lots of peopletravel on it together, but it still needsto be of a high quality and what people are
using it for should be recognised’. The particular changes that will occur over the next couple of yearsin Victoria
will be anotable demonstration of that, because it will probably be the biggest single change in any of our lifetimes,
with new fleetsin Melbourne, faster trains to some of the country centres— as we have talked about — and so on.
There will be amassive changein quite ashort number of years. The interest isfor the community to recognise it
and useit accordingly.

Mr THEOPHANOUS — Could this have occurred without massive investment by the government in
public transport?

Mr CAROLAN — Wdll, patently not. It requires agood cooperation between the private operators and
the government of the day to achieve the priorities that public transport needs.

The CHAIRMAN — Thank you.

MrsCOOTE — What you said about mass transport and the V/Line passenger situation wasinteresting.
Whileyou are here | would like some clarification on some of the services you will bid for, including to
Warrnambool and Shepparton, but particularly to Mildura. Of the other services you provide throughout Austraia
what is most comparable to the service between Mildura and Melbourne?

Mr CAROL AN — There would be nothing comparable in terms of rail servicesin Australia. Some of our
United Kingdom services would be similar. Thereisamuch longer distance, a much-extended travel time, and the
service is going to somewhere that isrelatively isolated.

MrsCOOTE — That isin adistance sense. In the people sense, you mentioned mass transport in your
answer to Mr Theophanous. Obvioudy there is not amass going to Mildura.

Mr CAROLAN — No, there certainly isnot.

MrsCOOTE — My question is. what sort of subsidy will be needed to make that viable? It isan awfully
long way with very few people.

Mr CAROLAN — | cannot answer with what subsidy will be involved, becauseit is meant to be done by
abid process. It isa competitive bid process for Milduraand for the other three corridors you mentioned. | certainly
cannot table what subsidy level | think might be required, or our competitors might have a bit of an insight into
what — —

MrsCOOTE — Butin your view it would have to be significant to make it viable, in comparison with
what you are dealing with for the same distances in England?

Mr CAROLAN — Certainly because of the population densitiesin England | do not think you can make
that comparison at al. If you like, on a per-passenger basisit will probably be higher to Mildura than to some of the
other corridors even here. But again, you cannot really compare Mildurawith Geglong. So per passenger isthe
appropriate way to make the comparison.

MrsCOOTE — One of the pages of your submission refersto ‘ Challenges ahead’ . Certainly bidding for
Mildurawill be achallenge?

Mr CAROLAN — It isachdlenge we will be grappling with over the next few months. Thefirst round
of tenders closesin early October.

MrsCOOTE — You would be hoping for asignificant subsidy, | would imagine. Thank you.

Mr BEST — Have you been given any time frames for when thelinetrail track will bein asuitable
condition to take faster train servicesto Mildura?

Mr CAROLAN — To Mildura?

Mr BEST — Yes. | do not know whether you are aware, but currently we have freight trainsthat cannot
travel any faster than 40 kilometres per hour.
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Mr CAROLAN — That isright. | am not sure about 40 kilometres, but | am aware. The government’s
announcements in respect of Mildura build on the standardisation process. So the passenger trains to Mildurawill
be reintroduced when infrastructure works to make that line a standard gauge line have been completed. The
announced date for the reintroduction of trainsto Mildura, | think, islate 2004, when that standardisation process
has been completed. But | stand to be corrected on the precision of that.

Mr BEST — Have you entered any maintenance contracts or identified where the maintenance for your
fleet will be performed?

Mr CAROLAN — Country fleet?
Mr BEST — Yes; country and metropolitan.

Mr CAROLAN — At the moment our country fleet is maintained at what used to be the PTC service
depot at Dudley Street, North Melbourne, just outside Spencer Street. The metropolitan trains are serviced largely
at Newport and North Melbourne. At this stage we would intend to continue to use those sorts of facilities.

The CHAIRMAN — | refer to this document put out by Freight Austrdia
Mr CAROLAN — | have not seen that document.

The CHAIRMAN — Freight Australiarefersto its view that it is not able to put enough money into the
maintenance and upgrade of country rail tracks. In the document it points out that it believes the pricing orderslimit
its ability to upgrade the lines, associated signalling and sidings and things. It seesthat asahugerisk to its business,
particularly if other passenger trains use the linesit istrying to upgrade and the whole financing to giveit the ability
to do soisredtricted. Initsview that isentirely unfair and will result in dower travel times and more freight going
onto the road — it isabout trying to get freight onto thetrains. It seesthat the passenger system may unfairly use
the country tracksto its disadvantage, given the pricing order. Do you have acomment on that?

Mr CAROLAN — Asto the actual nature of Freight Austraia sviews vis-a-visits sale arrangements, it
isimportant to understand that Freight Australiawas sold as abusiness. So Freight Australia s operationa business
isasale Freight Audtrdia slease over country rail infrastructureis alease, but the business as a business was sold.
Soitisalittle different to us whereit is a pure franchise and lease arrangement. We obvioudy rely on Freight
Australia s maintenance activities for the safe and expedient operation of country trains. To that end we pay it an
annua fee, which wewould like to think iswell used to allow our servicesto operate properly. That isnot what itis
arguing about there. What it is arguing about there isto do with some intricate details of the nature of the
negotiationsit went through with the previous government, and it isup to it to conduct the details of that argument
with the present government. We are arelatively passive bystander in the debate.

Mr THEOPHANOUS — Can you daborate on that? Y ou have lost me. When you say the detaill — —

Mr CAROLAN — The pricing ordersit istalking about there relate to pricing orders that would be made
under the powers vested in the Office of the Regulator-General to alow open access on freight railwaysin Victoria
Freight Australialeased the track and is an operator, but there isto be open accessto those freight railways, so
anyone else can apply to run on those tracks.

Mr BEST — Like the Wakefields from Mildura?
Mr CAROLAN — Yes, for freight purposes.
Mr THEOPHANOUS — What has that to do with the previous government and the current government?

Mr CAROLAN — | have not seen the document, but | believeits nature would bethat it is addressing
Freight Augtralia s expectations asto the pricing ordersit is alowed to charge other operatorsto useitstrack. In
turn, those issues relate back to the nature of the sale and |ease arrangements it went through with the previous
government.

Mr McQUILTEN — Itisabit like Telstra.
Mr THEOPHANOUS — It wants to renegotiate?

3 September 2001 Economic Development Committee 225



Mr CAROLAN — | do not know what it wantsto do; | cannot speak about that. | just know where it
relates back to.

The CHAIRM AN — Mr McQuilten?
Mr McQUILTEN — No questions.

Mr THEOPHANOUS — | aminterested in some of the time lines and answersto some of the questions
put to you by the Chairman. Firstly, it would be useful if in your answer you provided the committee with some
views about the impact to public transport of some of the closuresthat occurred, particularly in regional and rura
Victoria, because that relates directly to one of our terms of reference and we need to make a comment about that. |
would be interested in your comments not just on its reintroduction but also on whether there would be an impact,
including an economic impact. Secondly, | presumethat quite alot of employment will be generated asaresult of
the significant track upgrades and so forth that are occurring. Are you able to provide any information on the sorts
of employment that might be seen in Bendigo, Ballarat or other areasto bring the fast train infrastructure into
place?

Mr CAROLAN — | would only be able to comment from our own point of view, which relates to some
marginal employment with extra drivers, maintenance staff, or whoever. The big impact will be by way of the
heavy engineering firms, and | cannot comment on that. | am not in aposition to do that, because the contracts are
actudly being let by the Department of Infrastructure. 1t would have some estimates on what isinvolved there.

The CHAIRMAN — Mr Craige?

Mr CRAIGE — | have only one question. The deputy director of public transport and the director public
transport planning referred to an age-old problem you would be well aware of — that is, the integration — —

Mr CAROLAN — Excuse me, indicated here at a hearing?

Mr CRAIGE — Yes— an age-old problem you would be fully aware of — that is, the integration of the
V/Line passenger country servicesinto the metropolitan system and the priority which has been given over the
yearsin respect to management. They indicated that there would be an alocation of funding to upgrade some of the
rail and signalling infrastructure so it could be more adaptable; others have said to usthat itis merely a
management issue. | would like your comment on that, in particular. Isit amanagement issue only, or isit an
infrastructure issue? By the way, | note that when it comesin alot of times the Bendigo train cannot even get into
the inner section of Spencer Street station; it has to go way out to the end of the siding rather than comein alot
closer.

Mr CAROLAN — Yes. In my opinion it is very much both. | think anyone who triesto put it more or
lesstotaly in one basket or the other is oversmplifying. The metropolitan area, particularly to the north-west of the
city between Spencer Street, North Melbourne, Footscray, Sunshine and so on, is very congested. A lot of the
metropolitan lines feed into there, as do all the country lines— the Bendigo, Bdlarat and Geelong linesal end up
coming through the same piece of geography. There are management issues to do with atrain passing from one
system to the other. To go back to what | mentioned before, the country infrastructure is managed by Freight
Australia Sowhen atrainis, let us say, out near Laraor Little River or wherever, it is managed and controlled by
Freight Australia until it gets to the boundary — which is Werribee in that case — when it starts operating on the
Bayside infrastructure and becomes managed by Bayside. Now that happens to be another one of our companies,
but that isin a sense immaterial; it is crossing from one operator to another.

There are management issues to do with that interface and, if you like, what priority the country train is given
compared to anearby metropolitan train on atimetable. So there are certainly management issuesinvolved. There
are protocols to deal with most circumstances, but obvioudy the unexpected aways happens, and you rely on good
management and good judgment by the actual train operators themselves. However, investment and infrastructure
issues are also involved — for example, the country fast trains project will rely not only on infrastructure work
being conducted out there, if | can put it that way, but aso on some of the signalling and infrastructure
improvements close to the city. Both of those avenues need to be pursued.

Mr CRAIGE — They are essentidl.
Mr CAROLAN — Thank you.
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The CHAIRM AN — Thank you for coming along today. We will send to you a copy of the transcript of
our discussions. We will aso be sending correspondence of those questions | referred to earlier.

Mr CAROLAN — Do you have atime line on those responses?
The CHAIRM AN — A few weeks. Are you happy with that?

Mr CAROLAN — Yes.

The CHAIRM AN — Thank you very much for your time and the way you have dealt with our questions.
We appreciate that.

Witnesswithdrew
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The CHAIRM AN — | reapen the hearing of the Economic Development Committee, whichisan
all-party investigatory committee of the Legidative Council. Today we are hearing evidence relating to our inquiry
into structural changesin the Victorian economy.

I wishto advise all present at this hearing that all evidence taken by this committee, including submissions, is
subject to parliamentary privilege and is granted immunity from judicial review pursuant to the Constitution Act
and the Parliamentary Committees Act. We welcome you all to our hearing. We appreciate your coming along
today to give evidence. We aso appreciate very much the submission you have sent to us. We usudly run these
hearings by inviting you to make an opening statement and then we ask some questions. Would someone — or you
may al — like to make an opening statement? We might then ask some questions. We have a maximum of an hour
to do that.

MsROSS — | will start, Mr Chairman. | thank the committee for the opportunity to present here today
and to answer any questions you may have to put to us.

Centrelink isarelatively new organisation, established only in 1997 by the federal government to provide as much
as possible a one-stop shop for access to government services. Since 1997 when we were established we have
grown considerably from the original combination of departments for service ddlivery. We are now delivering
services on behaf of 23 agencies, including arange of federal, state government and local government agencies.
On behdf of those agencies we deliver more than 70 programs and services.

Some of our state and local government arrangements includes the delivery of rent deduction schemes for state
housing authorities; Centrepay, through which we have arange of agreementsto assist customers to budget and to
ensure that the parties to whom they owe money such as housing authorities receive that revenue; Service
Tasmania, which is an arrangement with the Tasmanian government that we have covered comprehensively in our
submission; and in New South Wales we confirm entitlement to and issue trangport concessions to the departments
of transport and community services. In Victoriawe provide information to our customers on the Victorian
government’ s community jobs program and the adult incentive program. We are a so participantsin the loca
learning and employment networks. We are on regional youth committees and are involved in operations such as
the Front Y ard, in which the state government also has an interest.

The extent of our businessis clear from the size of our customer base, which is about $1.5 million peoplein
Victoria, and of course we cover arange of circumstances from retired and families through to sole parents, people
looking for work, those who are incapacitated with short-term or with longer-term disabilities, carers, widows,
primary producers, students, young people, indigenous people and people from diverse cultural, linguistic
backgrounds. In recent times, like many other businesses, we have had an increased focus on technology. Our call
centre network takes about 4 million calls annually from Victorians. We have 59 customer service centres, 28 of
which arein regiond and rural Victoria, and we have opened some new and larger rural sitesin recent times such
asthosein Bairnsdale and Seymour on the basis of customer demand in those locations.

At the moment 19 agents deliver services on our behaf in Victoria, and more than another 20 are planned for this
year. We have 19 visiting services, and at |east another 14 planned for this year, three access points which are
technol ogy based services for our customers with another 20 or so planned for this year, and by the end of thisyear
we will be involved in approximately 20 rurd transaction centres across Victoria. Much of what we do through
rural and regional Victoriacomes from our national rural and regional servicing strategy, which has given usa
significant focus on those parts of Australia.

Centrelink has a strong framework in place to make sure it is responding to what the people of Australiaand
Victorianeed. Wetalk regularly to our customersthrough a variety of forums. We have opportunities for our
customersto give us direct feedback through things like 1800 numbers, surveys, value creation workshops. In total
we pay about $10 hillion ayear in payments and services on behdf of our clients throughout Victoria, and we are
now established as a gateway to awide range of services.

Pages 9 to 18 of the submission cover the full range of services for peoplelooking for work. More and more we are
trying to look at the linkages with other organisations, whether they be private or public, with whom we might enter
into partnershipsto improve the lives of our customers. As mentioned in our submission, Service Tasmaniaisone
such arrangement, where we use the networks of other organisationsto offer arange of services. We are certainly
keen to explore further opportunitiesin Victoria. We already have some partnershipsin this sate, particularly at the
local level, through the Whittlesea youth partnership and the on-campus servicing arrangements we have with
mgjor tertiary ingtitutions.
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With around 3500 staff in our customer service outlets and more when you count those in our call centres, the
number of outlets we have and the opportunities we have for further expansion, we are certainly keen to look at
partnerships that would help usto deliver programsin partnership with the state government.

The CHAIRM AN — Thank you very much. Y ou are aware of our reference, which asks usto look at
structural changes over what we have chosen in the past five or six years. Asamatter of interest, were each of your
witnesses here today members of the public service, delivering some sort of servicesto the community, prior to
your work at Centrelink? In other words, if | go back four or five or six years, were you al then in a department of
something?

You are nodding. In this sort of an area? Does everyone nod at that, too? For the record, everyoneis nodding.

If we go back to, say 1995-96, you have given us adocument which gives usin chapter and verse details of what is
happening now. How would each of you describe what was happening in 1995-96 so we can get in our minds
where we were then and where we are now?

MsROSS — Centrelink was the mgjor partnership that came together. Centrelink was a combination of
the Department of Socia Security and the Commonwealth Employment Service (CES). When | talk about avision
for Centrelink, which was about a one-stop shop, one of the issues obvioudy for unemployed people was that they
had to go to both of those placesto be able to get help in finding work. We aim to allow them to start their search
for work and to ded with any income issues that they have and any specific barriers to employment in the one
place.

Mr THEOPHANOUS — But aren't there fewer what you call one-stop shops than there were under the
previous system of CES offices and other offices?

MsROSS — Under the previous system there were in fact no one-stop shops.

Mr THEOPHANOUS — No, but serviceswere provided through the CES and they were closed down.
Did you take up the role of the CES?

MsROSS — No. Theway the employment system now worksis that unemployed people come to us for
help with both their income support needs and their referral to servicesthat will help them find ajob. So we do an
assessment of both areas: the level of help they need, both in monetary terms and in support terms, to find ajob,
and then the job network is contracted by the federal government to provide services from just preparing someone
to be more job ready through to working with them on any substantial barriers to employment they may have, such
asdrug or acohol abuse.

Mr THEOPHANOUS — Wasit your department’ sinitiative that employed al the people who worked
before in CES offices and other offices throughout regiond Victoria? Did you take those people into your
organisation?

MsROSS— Yes. Infact, we don't ook at it as taking them on; we look asit as acompletely new
organisation that was formed by mainly people from social security and the CES but a so other organisations as
well coming together to form Centrelink, rather than social security taking over CES.

Mr THEOPHANOUS — But in terms of our reference, didn’t that rationalisation involve loss of jobsin
regional and rura Victoria?

MsROSS — With the creation of Centrelink some efficiencies have been found, yes, and some jobswere
found to be no longer required throughout Centrelink.

Mr THEOPHANOUS — | am trying to understand whether the new offices you have established took up
the dack that was created as aresult of the closure of those other offices, and more particularly whether what you
found was, or whether it has been expressed to you, throughout regional and rural Victoriain particular, that some
closures of officesin particular towns had a significantly negative impact on those towns.

MsROSS— | could not comment on that. When the two organisations merged the people who were
employed by CES and DSS came together to form Centrelink. Our funding is based on customer numbers and so
our staffing levels change over time, both up and down, depending on the level of customers we have at any one
time.
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Mr THEOPHANOUS — Soisit incorrect to say that as aresult of that restructure and rationalisation the
CES officeswere closed, socia security officesin some instances were also closed and there was areduction in the
number of people overal employed in the sector?

MsROSS— It would beincorrect to say that socia security offices were closed as aresult of the creation
of Centrelink. The social security offices were in the main the sites from which Centrelink was chosen to deliver its
services, and they were in many instances amal gamated with the CES sites where the staff from CES came across
to Centrelink.

Mr THEOPHANOUS — So CES siteswere closed?
MsROSS— Yes.
Mr THEOPHANOUS — And there was a reduction in employment?

MsROSS — No, because a job network was established, and in many sites the establishment of job
network services involved the employment of some ex-CES gt&ff, so | couldn’t comment on that. That isin the
private or non-government sector.

The CHAIRMAN — | am till trying to get my head around what was there in 1995-96 compared with
what isthere now. Mr Theophanous s line of questioning revolved around how many staff there were, but in terms
of the services provided in rura Victoria, what was the arrangement with the number of physical outletsin 1995-96
compared with what isthere now?

MsROSS — | could not give you an exact number, although | could find out from 1995-96 figures.
However, we have expanded our services considerably since that time, particularly in establishing visiting services
to small rural towns that previousdly may not have had services, or where technology has made it possible for usto
establish access points. There are also rura transaction centre (RTC) arrangements now in place with other
organisations, so there certainly are many more points from which customers can access our services.

Mr CRAIGE — And many more to come, by the look of it?
MsROSS — Yes, and many more to come.

The CHAIRMAN — Would it be possible for you, following this hearing, to arrange for adocument to
be prepared, showing the types of outlets prior to 1997, what the situation was and how that has progressed to the
situation that we have today, which you are more than adequately describing to us? That would be useful because
we are compelled to look at what has happened over the last five or six years. It isimportant for usto know what is
happening now — and thereisalot of information as to what is happening now — but we have to track it through.
Wewill confirm that with aletter to you.

MsROSS— That isfine. And | will also include information about call centres, because we have opened
anumber of core centresin rural and regiona Austraia.

The CHAIRM AN — We areinterested in the availability. What has the effect been on someone who
livesin, say, Patchewollock, Y arragon or Bright? Where are the different servicesthat al these people need? How
do they access them? And if it isby computer or physically going into one of your offices or an RTC, what isthe
availability now? What was it afew years ago? What was it in 1995-96? That is something we are specifically
interested in.

Mr CRAIGE — And importantly, not only the access to the facility, but the services that each one of
those provides. | would be interested to know, if you have agents, what services those agents are providing. | notice
you ded with the rural transaction centre at Welshpool. It would be interesting to know what services you are
providing through such RTCs. When somebody comes into an access point and sees heaps of opportunities, can
they accessdll of them, or are there restrictions on the access to the various programs? It would be really helpful to
get ahandle on what is being provided at the various RTCs.

MsROSS— Yes, certainly.

Mr McQUILTEN — Arethere any problemsin the changeover from having public servants doing the
work in 1997 to the privatised way that it is going in country towns now, where | see, in the case of Maryborough,
four companies now working in the area? They are al supplying probably the same or similar services.
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Also, you have Centrelink there aswell. | am wondering about this relationship between your group or government
department and these private operators. Isit good? Isit heathy? Presumably you will say yes, but are there
problemsin working with them? Are they focused on the people or isthere a possible danger that they are only
worried about obtaining the next funding arrangement? | am wondering about those perceptionsin this change,
over the last four or five years.

MsROSS — Thefedera Department of Employment, Workplace Relations and Small Business
(DEWRSB) isthe organisation that contracts the job network members. At the time contracts are due for renewal
that department does an assessment of the efforts of the job network and also runs afeedback line so that it can
obtain information about their performance. 1t has also done an evaluation of the effectiveness of the job network,
so it would be that department that would best be able to comment on the performance of the job network.

Mr McQUILTEN — Not you?

MsROSS — Intermsof our relationship, part of our contract that we deliver for DEWRSB isthe
establishment of forums whereby we talk to those job network members regularly about our shared customers, and
wedo in fact have, in most instances, very good relationships with them.

Mr THEOPHANOUS — So you now refer people to those networks when they come in looking for a
job, unless you have a suitable program such as work for the dole or something like that?

MsROSS — We assess where they are at in terms of their employability, and then there are different
levels of job network members contracted to assist our customers, depending on whether or not there are barriers or

they arejob ready.
Mr THEOPHANOUS — So you are not actually able to help them get ajob? Y ou have to refer them?

MsROSS — If they need ass stance we refer them, but we provide in each of our customer service centres
sef-help facilities where people who do not need any special assistance can prepare résumes; they can accessthe
touch screensthat DEWRSB maintains for job advertisements, and they are able to print off information about
vacancies; and they are also able to phone prospective employers or fax them their résumés. So depending on their
job readiness they may well get everything they need from us, but if more intensive assstance is needed they will
be referred off to some other providers.

Mr THEOPHANOUS — There seems to be asignificant overlap here. Y ou are saying that alot of the
work in trying to get somebody ajob isdone at Centrelink. Isthat iswhat you are saying?

MsROSS — | am saying that we assess their readiness for work, and if they have barriers to employment
or need special assistance we will refer them to somebody who has been contracted by the government to provide
them with a program that will help overcome those issues.

Mr THEOPHANOUS — How do you decide which of these four in Maryborough, for instance, you will
refer them to?

MsROSS — It isthe customer’s choice. If al four were providing the same service the customer could
choose any of them. If, however, one of them were providing a specialised program because of a particular barrier
such asdrug and acohol abuse, then the customer would be given the choice of using that local provider to deal
with that particular issue.

Mr THEOPHANOUS — Are you aware of any of the rorts by these private providers that have been
reported in the press? Have you seen evidence of these rortsin your dealings and are you aware of any of them?

MsROSS— | haven't seen any evidence, and | have certainly seen the press reports so | am aware of the
reporting of them, but once again that isa DEWRSB matter in terms of management of the contract of thejob
network members.

Mr BEST — A couple of questions: first of al, we werein western Victorialast week and we heard
anecdotal evidence about transport problems for people who, because of cheaper housing options, werelivingin
remote areas. They had problems actually accessing Centrelink services because of the lack of frequency of
transport services. Are you doing any work to overcome those sorts of issues?

MsROSS — Michadl might like to talk about the plansin western Victoria
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Mr DULLARD — | have adocument which | obtained from our people this morning which expands on
theinformation that isin the submission. At the time the submission was put together some of these additional
outlets were not approved but they have now been approved, and in the response that we give to the committeein
relation to the previous question | will give you acopy of al of this, but we arelooking at an additional
30 Centrelink focus pointsin the form of either centrelink agents or Rural Transaction Centres throughout western
Victoriaover and above what isin the documents we currently have. Our area covers from Portland through to
Gedlong, up the Calder Highway to Mildura and around the borders, so it isalarge geography in Victorian terms,
but once these are dl in place we will have afairly good coverage of the western part of the ate.

The other thing that is available, if the customers cannot get to us, isthe facility for staff to go out and see
customers at home if hecessary, or we can assist them over the telephone, or through our cal centres. Therearea
range of services other than by them visiting our sites.

Mr BEST — Don't get me wrong— | think the rural transaction program and rollout has been an
outstanding success, and that was again commented on in the evidence we heard last week, particularly at Dunaolly,
whereit isworking very well; but one of the things | would like to explore with you is that you talk about future
opportunitiesfor Victoria, and then you have anumber of issues so far as privacy principles and so forth are
concerned in there. Can you expand on them and tell us what you are trying to achieve or what you identify as
some of the future opportunities and servicesthat you aretrying to get to rural Victorians?

MsROSS — One of theissues that employs quite alot of our thinking a the moment is how we can
ensure that people can, as easily as possible, understand wheat is available for them — the range of services— and
how they can as easily as possible access them without having to move from organisation to organisation or place
to place. Indeed, it may be that onelevel of government is providing a service in one town and in another townis
providing another service, so our thinking is very much at the moment around — and | suppose the Tasmania
experienceisdriving alot of this— what are the opportunities for us to provide access to services for mutual
customersin one convenient location? That may not mean face-to-face visits of course, it may be the sorts of things
we are thinking about in Tasmaniatoo, such aswhat we might do cooperatively or collaboratively by way of online
services. How do you overcome the difficulties of people having to go to different places, whether it isface-to-face
or online, for thelr services?

Mr BEST — So you would explore anew partnership, say, with local government and some of private
providersthat may already be providing services in some of the towns?

MsROSS — Yes. We are open to any suggestions that will help us make it easier for our customers,
because we know they have to access arange of services, and government is so confusing for the ordinary citizen.
It is confusing enough at times for people who are employed iniit, but it is particularly confusing for the citizen.

Mr BEST — So some of your customers wouldn't know the difference between a state and federally
funded service?

MsROSS — Yes, that isright, and of course one of the lovely storiesis about the person who rang up our
cal centre hoping to get apassto travel dong City Link. So when the names are close, it is even more difficult!

MrsCOOTE — | want to move to some specific areas. Oneis about the Return to Work program and the
other is about the youth areas. | will start with the Return to Work issue. Can you give me some indication about
the ongoing success of that, given that our reference islooking back over thelast several years? Has Return to
Work been asuccessful program across Victoria, and isits success continuing? Secondly | want to ask the same
question about the youth aress.

Mr DULLARD — Areyou talking in round figures?

MrsCOOTE — | want to know anecdotdly. It isunfair to ask you for specific details now, but hasthe
Return to Work program itself been asuccessin rura and regiond Victoriaover thelast, say, five years?

Mr DULLARD — The Department of Employment, Workplace Relations and Small Businesswould be
better placed to answer because it is the organisation that monitorsthat area.

MrsCOOTE — So the people coming in to ask you for support and direction — to meit isa key thing to
get some of those rural and regiona people back to work. Isthat something you are dealing with on aregular bas's,
and you can see that there is a successful trangition, given that you are sending those people off to get jobs?
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Mr GREEN — In terms of targets we have been set for referrals, we are meeting those targets, but
whether that is your measure of successis another matter. Y ou are talking here about women and carers returning
to the work force. We are speaking about a specific program here called Return to Work.

MrsCOOTE — | amtalking about the Return to Work program in your submission. | wouldn't have
thought it was just carers; | would have thought it was right across the spectrum.

Mr GREEN — No, it relates primarily to women who have been carers. It isa specific program and a
referral service that we offer for people to raise their skills and make themselves job-ready.

MrsCOOTE — Wéll that is even more exciting. Has that been a success?

Mr GREEN — Yes, interms of our targets, but it might be a question better put to the client agency. They
have asked us to ensure that a certain number of people get referred, that a certain number of people are informed
about that program, and we are certainly meeting our target in relation to that. Whether they want to up the anteis
unclear to us at this stage.

MrsCOOTE — So from your point of view, certainly these people that you are targeting, women
returning to work, they are aware of the programs and referrals— that they can come to you — and those numbers
areincreasing? The awvarenessisincreasing?

Mr GREEN — | couldn’t say whether the awarenessis increasing across the state for women, but
certainly we are publicising the program and getting to the numbers that our client department expectsusto. That is
not very helpful, | know.

MrsCOOTE — But you are sorting out the process?
Mr GREEN — Yes.

MrsCOOTE — Likewise with youth, what is your feeling about rural and regional youth and
employment opportunities for them in Victoria? How are you hel ping them, as a process? Can you give me some
understanding of where we are at in acomparative sense over the last couple of years?

MsMAJOR — Certainly thefocusfor usis by age. If they are under 18 we would like them to remain at
school, which stays with the state government initiative aswell as school retention rates. So that is our focus for
those young people; and certainly there is the benefit of school retention or improving their educational
qualificationsto gain jobs and remain in them. So for the last two years our focus has been on trying to get the
young people to remain at school and improve their position that way. | cannot comment on the Return to Work
focus of DEWRSB for young people because | do not have information, but for usit isimportant that we— —

MrsCOOTE — You have alot of young people across rural and regiona Victoriawho are engaging with
you about getting assistance to help them go further, and that isincreasing?

MsMAJOR — Yes, that isincreasing.

MsROSS — We do of course have groups of young people at risk, and we do afair bit of work ina
number of rural locations — sometimes with parents, often with schools— looking at young people who are at
risk, and of coursethat isan increasing problemin rural and regional Victoriajust likeit isin metropolitan
Melbourne.

Mr CRAIGE — In response to aquestion Mr Best asked in respect of further opportunitiesin Victoria,
you mentioned the magica word ‘online'. | would like your commentsin respect of online and rural and regional
Victoria, where in fact online does not aways mean online, it means offline more than it means online! We have
heard that overwhemingly in respect of the western region the ability of residents and even businesses to remain
connected to the system is somewhat average. It is great to have an aspiration and online is good for metropolitan
Melbourne, but surely you need to draw a digtinction between online rural services and metropolitan Mebourne.
Do you acknowledge that as being an issue?

MsROSS — In looking at what channels of service delivery we use in the future, one of the biggest issues
for usto understand is exactly what our customer groups will warm to or be able to access. It is certainly avery
strong feature of our future service delivery plans that we will not be asking groups of customersto accessusin a
way that disadvantages their access. So that may mean it will not be just a distinction between rural and
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metropolitan, it may also be a distinction between young people, unemployed people and older people — for
example, 70-plus-year-old men are one of the biggest users and biggest growing groups of online services. We
have to understand all those things about our customers before we offer servicesin other ways. We would hope to
offer agreater choice so that people will be able to use whichever method of accessing suits them.

The CHAIRMAN — If you were out of work in 1995 you went to the Commonwesal th Employment
Service. If you are out of work in 2001 you go aong to Centrelink, which may tell you that there are four providers
in the town and give you alist of them. Y ou can go to any of them; it isyour choice. Isthat a correct statement?

MsROSS— Yes.

The CHAIRM AN — What are the advantages or disadvantages of having four providers of job network
servicesin Maryborough? If there are four compared with one previoudly, the CES, what is the advantage or
disadvantage?

MsROSS — Michadl, are you aware of the provision of different servicesin Maryborough?

Mr DULLARD — In answer to the question, the Department of Employment, Workplace Relations and
Small Business managed the tender process for the job network. It went to tender, people tendered and DEWRSB
decided where they would award contracts. Centrelink certainly did not have any function at al in that process.

MsROSS — It may bethey are different services— for example, we have some providerswho are
providing intensive ass stance and others providing job search training, which isalessintensive service. | do not
know what isin Maryborough by way of — —

The CHAIRM AN — It could be any country town. Are you saying that in acountry town, not a
particular one, where there are four providers, each of the four might be providing something different?

MsROSS — Theoretically they could be.
Mr McQUILTEN — Or al the same?
Mr DULLARD — Or dl the same.

MsROSS — Yes, depending on the number of placements they have been contracted to provide and the
total capacity of that town in terms of placements.

The CHAIRM AN — The combination of what they provide might be different, but they might al be
providing asimilar service and the packages each of them have might be entirely different?

MsROSS — And as Michael rightly said, that is determined by the analysis by the DEWRSB of the
market for this sort of thing in that particular location and what has been tendered, because the size of the business
that any organisation might tender for might not meet the requirement in any one location.

The CHAIRM AN — What isthe advantage of having four providers of servicesin a country town
compared with one provider asthe CES used to be?

Mr GREEN — Could | make the point that in 1995 you would have gone to the CES and socia security,
so you would have gone to two government agencies, and you still may have gone to some other service provider if
you had barriersthat the CES did not deal with. They till could have had some contract arrangement with another
service provider.

The CHAIRM AN — Which would make three.

Mr GREEN — It could have been three. We understand that the advantage in this Situation isto give
people choice. When you ask what the advantage is of having four, you do not have to accessfour, but it gives
people choice and it is market forces at play.

Mr THEOPHANOUS — Y ou could go to dl four, could you not?
Mr GREEN — Y ou can shop around.
Mr CRAIGE — Canyou gotodl four?
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Mr GREEN — You certainly can, yes
Mr CRAIGE — Does that happen generally? Y ou guys are at the coalface.

Mr DULLARD — We give the job network members an opportunity to market their servicesto potential
customers. We run seminars for customers before they make a choice. We invite the job network membersto come
along and discuss what sorts of servicesthey can provide before the customer makes the choice. We hopeitisan
informed choice but, as Tony mentioned, market forces driveit to alarge degree.

The CHAIRM AN — Has some comparison been undertaken by your department that comparesthe
outcomes that CES provided through the system it employed and what the job network is providing?

MsROSS — Not by Centrelink, but the submission you have from the Department of Employment,
Workplace Relations and Small Business refers to the evaluation that has been done through that organisation of
the job network.

The CHAIRM AN — That is degpartmental. Has anyone el se done work on that?

Mr DULLARD — | think there isto be an Organisation for Economic Cooperation and Devel opment
(OECD) document released next week, but we have not seen it yet. It will talk about the job network, | understand.

The CHAIRM AN — The committee will follow that up, thank you.

Mr THEOPHANOUS — Do you have arange of contacts within the community that you maintain,
including business contacts?

MsROSS— Yes.

Mr THEOPHANOUS — So you know what is going on in the community in the sense of where people
might be putting on jobs and where people might not be and so forth. Do you maintain al that knowledge?

MsROSS — I think one of Centrelink’ s strengths on the ground isthat it has established alot of
relationships with community groups, employers and so on. Infact it is expected that our loca managers have
outreach and knowledge of the community very high on their agendas.

Mr THEOPHANOUS — If someone comes into one of your offices and saysthey are looking for ajob,
and you know thereisajob going at a particular place because of these relationships that you have established, you
are actudly unableto refer that person to that job; isthat correct?

Mr GREEN — That isthe case.
MsROSS — However, if that job was on the touch screen the person would be able to accessit directly.

Mr THEOPHANOUS — But as an organisation you cannot refer aperson to ajob even if you know that
ajob exists— and you are al nodding your heads that that is the case.

MsROSS— Yes.

Mr THEOPHANOUS — Doesthat not mean that Centrelink is basically working with one hand tied
behind its back with respect to assisting peoplein getting jobs out there in the community? Y ou are saying to the
committee that you can know that thereisajob but you cannot refer the person to go and get that job.

Mr GREEN — We can show the person exactly how to get that job, but we cannot make aformal referral
to that employer. We can show the person how to access information about vacant jobs; we have that within our
offices. We can assist the person to ring the employer, give them the phone or the fax to contact the employer; or
give them the address so they can go around themsel ves.

Mr THEOPHANOUS — Buit that is not what you do. Y ou refer them to ajob network provider, do you
not?

Mr GREEN — No, not necessarily. As Sheila said before, probably the majority of unemployed using
our ——
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Mr THEOPHANOUS — Can | have an answer to my question: isit the case that you have one hand tied
behind your back in terms of competing with these job network providers?

Mr GREEN — We are not in the business of competing with them.
Mr THEOPHANOUS — Isthat ayes or ano?

Mr GREEN — It isnot our job, so we do not seeit— —

Mr THEOPHANOUS — Y ou are not alowed to.

MsROSS — We are contracted to provide aservice that is not ajob-finding service. However, people
who come into our offices— one of the facilities | forgot to mention before isthelocal newspapers and so on —
have accessto dl that information. If thereisaloca job that is generaly available, someone will be able to access
it from the information we have.

Mr THEOPHANOUS — So you can refer them to ajob network provider, isthat correct?

MsROSS — Yes, but many people do not need referral to ajob network provider. They will, within three
months of becoming unemployed, actually find themsel ves work through facilities.

Mr THEOPHANOUS — If someone comes in who does not have ajob you are able to refer themto a
job network provider, but you are not able to provide areferra to an actua employer. Have | got the factsright?

MsROSS— That isright.

Mr THEOPHANOUS — And you refer them to ajob network provider. When | asked you earlier if
were you aware of any reports of rorts going on, you said no. Given these things are a matter of public record, why
have you not made it your businessto find out?

MsROSS— | do not believe | said no, | was not aware of them; | said | was aware of them. | have seen
reports of them, as you mentioned. What | did say was the matter of contract management is DEWRSB’s
responsibility and not something therefore that Centrelink would become involved in.

Mr THEOPHANOUS — What if one of the four providersin the imaginary town we are talking about
cameto your offices and wanted to set up a sweetheart arrangement so it got referrals rather than the other three? Is
that kind of thing possible under the present situation?

MsROSS — If one of the job network members came with that proposal to one of our offices my
expectation would be that an immediate phone call would be made to advise DEWRSB and it would be up to
DEWRSB to follow up that issue.

Mr THEOPHANOUS — So it does not happen?
MsROSS — | have not heard of ajob network member putting a sweetheart deal to one of my managers.

MrsCOOTE — | refer to rura transaction centres. Did you say that you will be involved with 20 across
Victoria?

MsROSS— Yes.
MrsCOOTE — Arethey spread evenly across Victoria?

MsROSS — No. The area of western Victoria actualy hasthelargest rura component within its
boundaries, and many of those are in western Victoria

MrsCOOTE — Areyou involved with it at the outset or do you become involved with the community?
How doesit work? Isit different in every instance?

Mr DULLARD — Thereisadifference between arura transaction centre and a Centrelink agent. We
have contracts with the agents, and there are different levels of agents determined by what levels of service they
will provide on our behalf. So yes, we select the agent, we are responsible for training the agent and we are
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responsible for providing things such as computing equipment and some of those additional facilities. We monitor
their performance and we maintain an ongoing relationship with them.

Mr McQUILTEN — | am trying to get thiswhole thing in perspective. Y our department has to work
with the private service providers— you are obliged to do that — but another department has control over who
gets the contracts and whether they are doing the job properly?

MsROSS— Yes.

The CHAIRM AN — Mr Dullard, Ms Mgjor, Ms Ross and Mr Green, thank you for coming today. The
committee appreciates the time you have given and the submission you have sent. A letter will be sent to you
requesting some of the information | referred to earlier. Also, acopy of the Hansard transcript will be sent to you,
which will articulate the information the committee asked you for. The committee appreciates the time you have
given.

Committee adjour ned.
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