
26 Stores nationwide PH 0800 BABYFACTORY www.babyfactory.co.nz

Offers expire 06/08/06.
Only while stocks last.6 MONTHS INTEREST FREE!*

*Special conditions and normal lending criteria apply.
 $30 booking fee applies. See in store for details.

*Offer excludes Maternity wear, hosiery,
footwear, underwear & selected ranges.
Sorry no clothing laybys.

Albany, Takapuna, Henderson, New Lynn, Newmarket, Onehunga,
Botany Town Centre, Panmure, Manukau, Papakura, Whangarei,
Hamilton, Tauranga, Rotorua, Palmerston North, New Plymouth,
Hastings,Napier, Wellington,Lower Hutt, Porirua, Christchurch City,
Riccarton, Papanui, Dunedin, Invercargill.

ARIO 3 WHEEL STROLLER

$399.95
WAS $499.95

•Front pedal opens top
for hands free use
•Triple seal for com-
plete odour control
•Holds up to 720 new-

born nappies

pkt of Softlove clothlike
nappies worth up to $13.95
with every purchase!

DIAPER NANNY

$39.95
WAS $49.95

•Suitable for child up
to 20kgs approx.
•Lightweight
aluminium frame
•5 point harness &
pneumatic tyres

•Includes removable
bumper, zip on rain
cover & shopping

basket

EXERSAUCER ULTRA

•Suitable for child aged 4
months to 14kgs approx
•11 toys & 22 songs
•Includes bounce, rock
and spin action

$169.95

•Suitable from newborn
•Includes sunhood,

protector mat, padded head rest &
insert

•Luxury fabric & extra
padding for maximum comfort

ROYALE CAR SEAT

JUPMPING JOEY EXERCISER

•Suitable from 3 months to
walking

•Complete with door clamp
•Optional stand available

PROTECTA DOOR GATE

•Compact folding
system
•Padded wipe clean
PVC seat
•Large removable
tray with 4 positions

•Strong & sturdy
frame

•One hand operational
•Extends from 760mm

to 820mm
•Extensions available

as extras

COMPACT HIGHCHAIR

PORTACOT WITH BASSINETTE

•Suitable from birth
•Easy to fold &
assemble

•Includes side toy bag
& fitted sheet

$119.95

$89.95
$69.95

$349.95

WAS $129.95

WAS $429.95

$69.95
WAS $99.95

WAS $99.95

WAS $59.95

ASTM WALKER

•Anti step rubbers
•Musical toy tray

WAS $169.95
WAS $219.95

$39.95
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PERSPECTIVES

A

Testing times for the medical labs
The blood test ordered by your GP will
soon be going to a new company. Health
reporter Martin Johnston investigates

THE FIGURES
■ Eight-year contract valued at more

than $560 million — an average of
at least $70 million a year.

■ Current contract expected to cost
nearly $79 million this year.

■ New contract’s savings expected
to exceed $15 million a year,
compared with current contract.

■ Savings will be used for other
health care. In theory enough to
pay for 90 more hip replacements
per month.

MODERN:
Diagnostic
Medlab CEO
Arthur Morris
with state-of-
the-art
technology in
the Ellerslie
laboratory.
INSET: A staff
member
arranges blood
samples.

PICTURES / KENNY
RODGER

I
F AN Australian-owned supermar-
ket offered to cut your $1000 monthly
food bill to $800 while providing the
same choice of bread, your favourite

bacon and queues no longer than now,
you’d line up fast. Right?

You might be curious about how they
could do it so much cheaper than the
existing Australian-owned supermarket,
but you wouldn’t let that stop you from
planning how to spend the $200 saving.

That is what is happening in the mar-
ket for non-hospital medical laboratory
tests in the Auckland region, except that
the new laboratory does not yet exist.

The buyers — the Auckland, Waite-
mata and Counties Manukau district
health boards — have of course probed
more deeply than the average supermar-
ket shopper, but seem unable or at least
unwilling to explain why the sellers, two
parent companies listed on the Austra-
lian Stock Exchange, offered such appar-
ently different prices.

Medical laboratories test for all kinds
of human illnesses, from diabetes to
cervical cancer.

Diagnostic Medlab and its prede-
cessors have provided pathology services
in Auckland for more than 70 years. It has
a large laboratory in Ellerslie crammed
with equipment to test samples of human
flesh and blood, and a network of around
85 collection centres where specimens are
taken from patients.

But despite its existing facilities,
knowledge of its market and good reputa-
tion, Diagnostic lost its bid to stay on.

Newcomer Labtests Auckland
streaked in to win the contract, valued at
more than $560 million over eight years. It
takes over next July.

The health boards say the new
arrangement will save them more than
$15 million a year compared with their
current spending and, like Labtests, want
to portray the transition as business-as-
usual.

Diagnostic, however, backed by the
Medical Association and share market
analysts, are highlighting the risks of the
change.

Stockbroking firm Ord Minnett is at a
loss to explain why the health boards
serving nearly a third of the country’s

population would take the ‘‘significant
risk’’ of switching from a trusted, estab-
lished company to one that has no labora-
tory or other facilities.

‘‘Any hiccup on delivering the patho-
logy services by July 2007 start-up would
seem like a potentially significant politi-
cal problem,’’ the firm says.

The Medical Association, like Diag-
nostic, fears instability unleashed by the
changes will drive laboratory staff, par-
ticularly pathologists, overseas.

Pathologists, doctors who mainly ana-
lyse test samples, are already in short
supply and many of the 37 at Diagnostic
were hired from overseas. It is feared the
disruption will force them back into the

international market in pursuit of greater
job security and higher pay.

The battle for the contract is a tussle
for dominance between two Australian
corporates.

Diagnostic is owned by Sonic
Healthcare, which has pathology or radi-
ology centres in six countries, including
laboratories throughout the South Island
and in several parts of the North.

Labtests Auckland is 77 per cent
owned by Healthscope, with minority
stakes owned by pathologist Dr Tony
Bierre, an elected but currently non-
active member of the Auckland health
board, and Lee Mathias, an owner of
maternity hospital Birthcare Auckland
and a former public hospital official.

Healthscope has only one other
human pathology investment in New Zea-
land, in Northland, but its laboratories
also operate in Australia and Malaysia

and it is Australia’s second largest pri-
vate hospital operator. It has veterinary
laboratories throughout New Zealand.

Auckland health board chief executive
Garry Smith says from next July the
region’s community laboratory service
will be ‘‘very similar’’ to now, but there
will be ‘‘opportunities to be innovative
and look at different ways of doing
things’’.

The most obvious change will be a
declining number of collection centres
from around 85, to 43, but both bidders
had committed to this order of reduction,
which Mr Smith says will bring Auck-
land into line with international stand-
ards and other New Zealand cities.

More blood tests are expected to be
taken at GP clinics, which medical groups
have said will be an extra cost for
patients, but Dr Bierre disagrees, saying
the clinics will be paid for the work and

training will be provided. It is hoped that
taking more tests at clinics will increase
the testing rate for unwell people in hard-
to-reach groups, mainly those in areas of
poverty and high Maori and Pacific popu-
lations.

Dr Bierre also suggested this week
that money could be saved by reducing
the turnaround time on some non-urgent
tests, but later added that Labtests would
not be pushing this.

Despite scepticism that he can create a
fully-functioning lab service within 12
months, one that processes more than
eight million tests a year, Dr Bierre
remains confident.

He wants to use any ‘‘spare capacity’’
in the region’s four public hospital labs —
although those laboratories seemed
unaware of that wish — and has been
scouting for a suitable building and talk-
ing to equipment suppliers. Processing

machines would take three months from
order to delivery.

Labtests expects to spend $18 million
setting up.

Dr Bierre hopes to buy Diagnostic’s
Ellerslie laboratory and to attract staff
from among his rival’s 650 fulltime
equivalent employees.

But analysts think it ‘‘extremely
unlikely’’ Diagnostic would sell.

Diagnostic’s chief executive, pathol-
ogist Dr Arthur Morris, says: ‘‘If they
have put a bid in on the suspicion that by
buying we are going to have a firesale,
then that was an extraordinarily unwise
assumption to have made. It’s not some-
thing we are contemplating or would look
on favourably as an option.’’

Legal action by Sonic seems likely, but
all Dr Morris will say is: ‘‘We’re consider-
ing all our options. All sorts of redress is
possible but we’ve got to explore and get
advice on a number of issues.’’

He will be digging for signs of
unfairness in the boards’ contracting pro-
cess, but will be hampered by the
confidentiality of the Labtests contract.

‘‘If the bid has been given on the basis
of a different structure that impedes ser-
vice delivery to primary health care pro-
viders, that’s not comparing apples with
apples,’’said Dr Morris

‘‘We would feel that that wasn’t a par-
ticularly level playing field.’’

But Mr Smith is adamant the process
was fair and will withstand challenge. Dr
Bierre, a former Diagnostic pathologist
who resigned in 2002 and later failed in a
personal grievance claim, took the pre-
caution of excusing himself from Auck-
land board affairs six months ahead of the
community laboratory contracting pro-
cess.

Mr Smith had the request-for-proposal
process vetted before, during and after by
Audit New Zealand. He says both com-
panies were asked to bid for the same ser-
vice, but were not invited to scrutinise
each other’s proposals.

‘‘This is not an auction. It’s about hav-
ing a level playing field. Everyone has bid
on the same level of information.’’

He says its not for him to explain how
Labtests’ bid could be $15 million a year
less than the $79 million Diagnostic
expects to make in its final year. ‘‘That’s
the contractor’s internal workings.’’

Health authorities have for years been
trying to push down the cost of lab ser-
vices and control the 5 per cent annual
growth in the volume of tests, which is
driven partly by an ageing population.


