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1. Executive Summary

The National Health Reform Act 2011 established the Independent Hospital Pricing Authority
(IHPA) as part of the National Health Reform agenda. The key purpose of IHPA is to promote
improved efficiency in, and access to, public hospital services through the setting of the National
Efficient Price (NEP) and National Efficient Cost (NEC) for public hospital services. The National
Hospital Cost Data Collection (NHCDC) is the annual collection of public hospital cost data, and
is the primary data collection used to inform the NEP and the NEC.

Participation

The Round 20 NHCDC, for financial year 2015-16, includes costs from 343 hospitals, 15 less
than in Round 19.

Figure 1. Rounds 18 to 20, number of participating hospitals by jurisdiction
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Total expenditure

In the Round 20 NHCDC, total expenditure submitted was $38.8 billion, a 9.3 per cent increase
over Round 19.

Expenditure is split between five streams:

e Admitted acute accounted for 73 per cent of total expenditure, reporting $28.3 billion
from 334 hospitals. This represents a 7.5 per cent increase in expenditure from Round
19, with 11 fewer hospitals reporting data.

e Emergency Department expenditure accounted for $4.7 billion from 215 hospitals. This
represents a 13.4 per cent increase in expenditure from Round 20, with 16 additional
hospitals reporting data.

¢ Non-admitted expenditure accounted for $5.4 billion from 257 hospitals. This represents
a 15.5 per cent increase in expenditure from Round 19, with 11 fewer hospitals reporting
data.

e Subacute and non-acute expenditure accounted for $2.4 billion from 314 hospitals. This
represents a 6.1 per cent increase in expenditure from Round 19, with 17 fewer hospitals
reporting data.
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Other product expenditure accounted for $94.8 million from 165 hospitals. This
represents a 83.9 per cent increase in expenditure over Round 19, with 28 fewer
hospitals reporting data.

Figure 2. Total expenditure and percentage movement by stream, Round 18 to 20
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Average costs

For the NHCDC, costs are reported at the patient level. This allows for the calculation of average
costs per episode by product stream:

5.5 million admitted acute separations were reported in Round 20, an increase of 4.0 per
cent over Round 19. The average cost per admitted acute separation was $5,194, a 3.3
per cent increase on Round 19;

7.2 million ED presentations were reported in Round 20, an increase of 5.1 per cent over
Round 19. The average cost per presentation was $652, a 7.8 per cent increase on
Round 19;

17.8 million non-admitted service events were reported in Round 20, an increase of 3.6
per cent over Round 19. The average cost per non-admitted service event was $303, an
11.5 per cent increase on Round 19;

173,396 subacute and non-acute separations were reported in Round 20, an increase of
0.6 per cent over Round 19. The average cost per separation was $13,911, a 5.4 per
cent increase on Round 19;

25,298 other product counts of activity were reported in Round 20, remaining consistent
with activity reported in Round 19 despite the increase in total costs submitted.

Average cost per weighted separation

Figure 3 (below) identifies the average cost and average weighted cost by jurisdiction. Victoria,
Queensland and Northern Territory all have average costs per separation below the national
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average cost. NSW, Victoria, Queensland and Tasmania have an average cost per weighted

separation below the national average. The average cost per weighted separation considers the
complexity of separations of each jurisdiction.

Figure 3. Admitted acute average cost per separation actual and weighted, by jurisdiction
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Readers of the report are reminded that the results published should not be compared to the
NEP. The NEP includes a series of adjustments to the NHCDC results to account for variations
in the cost of delivering services, based on factors such as location, indigenous status and
paediatrics. Further information about the NEP adjustments can be found on IHPA’s website.

This report presents an analysis of the annual data submitted to the NHCDC for Round 20
(2015-16).



https://www.ihpa.gov.au/
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2. Introduction

Hospital costing is the process of identifying the resources and inputs used during an episode
and applying the costs of those inputs to the different types of clinical procedures and treatments
provided to each patient in a hospital.

The NHCDC is the annual collection of public hospital cost data from a range of public hospital
facilities nationally. The objective of the NHCDC is to provide all governments with a robust
dataset developed using nationally consistent methods of costing hospital activity.

The dataset is used for benchmarking, funding and planning hospital services and is the primary
dataset used to develop the National Efficient Price (NEP) and produce weights for the funding of
public hospital services on an activity basis, as well as to develop the National Efficient Cost
(NEC) for block funded hospitals. More information about the NEP, NEC and activity based
funding is available on IHPA’s website.

The annual NHCDC process includes publication of data request specifications, data collection
and validation, application of quality assurance processes and an Independent Financial Review,
prior to the development of the NHCDC dataset.

Background

The NHCDC was established in the mid-1990s through the joint collaboration of the
Commonwealth with state and territory governments. State and territory health ministers agreed
to collect and provide cost data to the Commonwealth for the purposes of national reporting to
support a range of funding and health care initiatives. The NHCDC was designed as a voluntary
cost data collection. Collection of Round 1 commenced in 1997. The early Rounds of collection
were predominantly focused on collating costs at a ‘product’ level for acute hospital services.

Under the National Health Reform Act 2011, IHPA was established and assumed responsibility
for the governance of the NHCDC. Through the national health reform process, a range of
developments to the NHCDC have been implemented, including data quality controls, the
introduction of a submission portal and developments in costing standards. These improvements
have all provided increased confidence in the collection for the purpose of national reporting.

Purpose of this report

The purpose of this report is to provide an overview of costs as reported to Round 20 of the
NHCDC (2015-16). The report is intended to provide cost data information for a range of users
including hospital representatives, jurisdictional representatives, policy makers, clinicians,
commercial entities, researchers, and students.

This report contains detailed analysis of the Round 20 NHCDC including:

¢ summary tables at the national and jurisdiction level by admitted acute, subacute, non-
admitted, emergency department and other products.

o cost weight tables for actual and estimated admitted acute separations.
The report also contains data quality statements that are supplied by each jurisdiction to highlight

key aspects that may impact on a jurisdiction’s results. This may include variations with respect
to costs, practices, participation and coverage of results that have occurred in the Round.


https://www.ihpa.gov.au/

National Hospital Cost Data Collection Cost Report: Round 20 Financial Year 2015-16 10

3. Scope and reporting
requirements

Scope

The data in scope for the NHCDC includes all patient level activity for all public hospital facilities
across Australia, and the costs incurred by the hospital in relation to this activity in financial year
2015-16 (Round 20).

The classifications used for reporting the Round 20 NHCDC are:

o Australian Refined Diagnosis Related Groups (AR-DRG) Version 8;

o Urgency Related Groups (URG) Version 1.4;

¢ Non-admitted Tier 2 Classification Version 4; and

e Australian National Subacute and Non-Acute Patient (AN-SNAP) classification Version 4.

Reporting requirements

To ensure consistency in the approach to costing nationally, NHCDC data is subject to the
Australian Hospital Patient Costing Standards Version 3.1 (the Standards), available on |HPA’s
website. The Standards prescribe the set of line items and cost centres that hospital costs are
mapped to for the costing process, to ensure that there is a consistent treatment of costs
between hospitals. These costs are allocated to, and reported under, the NHCDC defined ‘cost
buckets’. Please refer to the Standards for the reference tables of line items, cost centre groups
and cost buckets.

Costed results are produced at the episode level, per cost centre and per line item. These results
are provided to IHPA and are collated and analysed to produce this report.

Figure 4 illustrates the process undertaken to prepare and submit NHCDC data.

Work in progress patients

The Standards require that all patient activity during the year be costed according to its set of
guidelines. For the purposes of the NHCDC, all patients are considered in scope where
discharged within the submission year. A work in progress (WIP) patient is defined as a patient
that is not admitted and discharged within the 2015-16 financial year. For the purposes of this
report, data in all tables excludes WIP patients unless specifically noted.

Independent Financial Review

The Independent Financial Review is a whole of data review from a sample selection of hospitals
within each jurisdiction. The review provides transparency in the way data is reported from
source to its use for development of the NEP and NEC. The Independent Financial Review
report is published on IHPA’s website each year alongside this cost report.


https://www.ihpa.gov.au/publications/australian-hospital-patient-costing-standards-version-31
https://www.ihpa.gov.au/publications/australian-hospital-patient-costing-standards-version-31
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Figure 4. Hospital Costing Process
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Release notes

Footnotes are available under each table within the report and appendices, as applicable, to
guide readers on any missing data in the tables through asterisks (***), dashes (----) and blanks.
Issues relating to missing data are:

o Confidentiality: to ensure hospital and patient confidentiality is maintained information has
been removed from some tables. The figures have been replaced asterisks (***).

¢ Relevance: if a particular attribute is not relevant to a jurisdiction, then dashes (----) are
used.

o Data availability: if a jurisdiction does not submit data, then blanks are used.
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4. Admitted acute care

The admitted acute episodes of care in scope for Round 20 include all public hospital admitted
acute separations with an admission and discharge date in financial year 2015-16.

Admitted acute care is provided to patients who go through a formal admission process where
the clinical intent or treatment goal is to do one or more of the following:

¢ manage labour (obstetric);

e cure illness or provide definitive treatment of injury;

o perform surgery;

o relieve symptoms of illness or injury (excluding palliative care);

o reduce severity of illness or injury;

e protect against exacerbation and/or complication of an illness and/or injury which could
threaten life or normal functions; or

e perform diagnostic or therapeutic procedures.

These separations have been classified under AR-DRG Version 8 and have a care type’ of ‘1’
(acute) or ‘7’ (neonates).

Overview

The admitted acute stream represents the primary function of hospitals in Australia, with the
associated expenditure of $28.3 billion representing 72.9 per cent of total hospital expenditure
submitted to the Round 20 NHCDC (Appendix 1).

Table 1 summarises the Round 20 NHCDC admitted acute results. In the Round 20 admitted
acute stream of the NHCDC:

e 334 hospitals participated;

e expenditure increased by 7.5 per cent;

o costed activity increased by 4.0 per cent;

e the average cost of an admitted acute separation was $5,194; and
o the average length of stay was 2.59 days.

' The Care Types are defined in the Australian Institute of Health and Welfare (AIHW) Metadata Online Registry
(METeOR). URL: http://meteor.aihw.gov.au/content/index.phtml/item|d/584408 , accessed 15/01/2018.

12
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Table 1. NHCDC Round 18 to Round 20, comparison of admitted acute summary, national

Change
Round 18 to 19 Round 19 to 20
Round 18 Round 19 Round 20 (%) (%)
Number of hospitals 352 345 334 -2.0 -3.2
Separations (millions) 5.0 5.2 55 5.0 4.0
Total expenditure ($ billion) 24.8 26.4 28.3 6.2 75
Average length of stay (days) 2.70 2.64 2.59 -2.1 -1.9
Average cost per day ($) 1,841 1,901 2,003 3.2 5.4
Average cost per separation ($) 4,971 5,026 5,194 1.1 3.3

Cost weight tables are published in AR-DRG Version 8 for actual (Appendix 3) and estimated
costed data (Appendix 4). The actual cost weights are based on costed activity in the NHCDC,
where as the estimated cost weights are calculated to reflect the total population of activity.

These headline changes reflect a number of developments in the Round, including changes to
the number of participating hospitals, admission practices and to a lesser extent costing
methodology in selected jurisdictions. The Data Quality Statements, at Attachment B, provide
detail about how changes implemented at the jurisdiction level have affected NHCDC results.
Table 2 provides a summary of acute cost and activity data submitted to the Round 20 NHCDC
by jurisdiction.

Table 2. NHCDC Round 20, admitted acute summary, by jurisdiction

Total Average
Cost per Cost per
Jurisdiction Hospitals  Separations  Expenditure  Length of stay Costperday p ) weighted
separation .

separation

no. no. ($M) days $) %) ($)
NSW 91 1,655,234 8,445 3.03 1,791 5,430 5,060
Vic 71 1,440,598 6,485 2.38 1,890 4,501 4,707
Qld 111 1,228,297 6,022 2.36 2,078 4,903 5,086
SA 16 359,597 2,285 2.94 2,162 6,354 5,737
WA 34 511,841 3,241 2.33 2,718 6,331 6,355
Tas 4 113,954 633 2.58 2,153 5,555 5157
NT 5 145,817 564 1.94 1,999 3,870 6,698
ACT 2 102,825 674 2.73 2,398 6,551 6,347
National 334 5,458,163 28,348 2.59 2,003 5,194 5,199

Participation

The jurisdiction level data included in Appendix 1 identifies that costs from 334 hospitals were
reported in Round 20, a decrease of 11 hospitals over Round 19. Three jurisdictions had
changes in the number of hospitals with costed admitted acute separations. Queensland
reported 11 fewer, NSW reported one more and WA reported one fewer. Lower participation by
Queensland in Round 20 was driven by a decision to submit only hospitals for which patient level
cost and activity could be matched, resulting in a decrease in the number of hospitals submitted
by 11.

The hospitals that submitted data to the Round 20 NHCDC do not include all hospitals nationally
within the scope of ABF. The hospitals submitted cost data account for 93.9 per cent of all
admitted acute separations, similar to Round 19 where IHPA received cost data for 93.6 per cent
of admitted acute separations.

13
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Expenditure

The admitted acute stream has the most robust costing results and developed classification
system. This is reflected in consistent and stable movements in costs and the number of
separations between Rounds. Both the expenditure and the number of costed separations have
had consistent increases over the last three Rounds.

National expenditure in Round 20 increased by 7.5 per cent to $28.3 billion, with all jurisdictions
contributing to this increase. The three most populous jurisdictions, NSW, Victoria, and
Queensland, account for 77 per cent of the national population? and contributed 74 per cent of
national expenditure.

While national expenditure increased by 7.5 per cent, this increase was largely driven by WA and
Queensland, who reported an increase in expenditure of 16.4 per cent and 11.2 per cent
respectively. Western Australia’s increased costs are the result of the inclusion of a major tertiary
site (Fiona Stanley Hospital) in the collection for the first time. The increase in Queensland
expenditure is reported in the ward supplies cost bucket. NSW, SA and Tasmania increased
expenditure between four and six per cent (Appendix 5).

There were 5.5 million admitted acute costed separations in the NHCDC in Round 20, an
increase of 4.0 per cent compared to the prior Round. All jurisdictions contributed to this
increase, with Queensland, WA and NT reporting the largest increases at 6.9 per cent, 9.5 per
cent and 11.5 per cent respectively.

As with the number of hospitals and expenditure, the three most populous jurisdictions also
contributed the bulk of activity, collectively accounting for 77 per cent of national separations.
ACT has the smallest number of hospitals and the fewest separations with 102,825 in Round 20.

Average cost

In Round 20, the average cost per admitted acute separation was $5,194, an increase of 3.3 per
cent from $5,026 reported in Round 19. The growth in the national average cost per admitted
acute separation between Round 18 and Round 19 was 1.1 per cent.

Across the nation, change in the average cost per acute separation varied with WA hospitals
reporting the highest average increase of 6.3 per cent while hospitals in NT reported the largest
decrease in average cost of 8.1 per cent when compared to Round 19 (Appendix 5).

The average costs per admitted acute separation varied across jurisdictions from a minimum of
$3,870 reported by NT to $6,551 in ACT (Table 3). Victoria, Queensland and NT all reported
average costs below the national average.

2 Australian Bureau of Statistics, 3101.0 - Australian Demographic Statistics, Sep 2016 abs.gov.au

14
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Table 3. NHCDC Round 19 and Round 20, comparison of admitted acute average cost per separation

Average Cost

Per separation Per weighted separation Per separation P:;;V:::t?;id

Jurisdiction Round 19 Round 20 Round 19 Round 20 Change from Round 19 to 20
($) ($) ($) ($) (%) (%)
NSW 5,328 5,430 4,943 5,060 1.9 24
Vic 4,254 4,501 4,442 4,707 5.8 6.0
Qld 4,713 4,903 4,897 5,086 4.0 3.9
SA 6,347 6,354 5,708 5,737 0.1 0.5
WA 5,956 6,331 6,124 6,355 6.3 3.8
Tas 5,424 5,555 5,165 5,157 24 -0.1
NT 4,213 3,870 6,734 6,698 -8.1 -0.5
ACT 6,856 6,551 6,637 6,347 4.4 44
National 5,026 5,194 5,025 5,199 33 3.5

Two jurisdictions reported a decreased average cost in Round 20, with NT and ACT decreasing
by 8.1 per cent and 4.4 per cent respectively. The large movement observed in the NT reflected
improvements in cost allocation in the Round resulting in a shift in costs to the other products
from admitted acute.

The movement in national average cost is composed of change in costs and activity contributed
by each jurisdiction. Each jurisdiction’s change in expenditure and activity impact the national
change depending on their level of overall contribution. A jurisdiction with a high percentage of
the national separations or expenditure will affect the national percentage change differently to a
jurisdiction which makes up a low percentage of the national total.

Although a less refined measure, comparison at a cost per day can give context to changes in
average cost per separation. The national average cost per bed day, Table 2, in Round 20 is
$2,003. All jurisdictions, except ACT, reported increased average costs per day in Round 20
(Appendix 5). Consistent with cost per separation, WA and Victoria reported the largest
increases in average cost per day increasing by 12.5 per cent and 7.4 per cent respectively. The
NT reported a 3 per cent increase in average cost per day, despite reporting a 8.1 per cent
decrease in average cost per separation. The decrease in average cost per separation was
driven by a 10.8 per cent decrease in average length of stay. One jurisdiction, the ACT, reported
a decrease in average cost per day of 0.9 per cent.

Three jurisdictions, NSW and Victoria and the NT have an average cost per day less than the
national average. WA and ACT have the highest average cost per day reporting $2,718 and
$2,398 per day respectively.

Average cost per separation is typically highly dependent on length of stay, a shortened length of
stay tends to result in a lower cost per separation. The NT and ACT reported decreases in
average length of stay (ALOS) consistent with the decreases in average cost per separation. A
number of jurisdictions, including NSW, Victoria, WA, SA and Tasmania, reported increases in
average cost per separation despite reporting decreases in ALOS. The increase in the average
cost was reported in the on-costs cost bucket for Victoria, South Australia and Tasmania. The
average cost in Western Australia acute admissions is reported in the Operating room cost
bucket and NSW had increase in the Pathology cost bucket.

15
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Average length of stay

The national average length of stay (ALOS) for admitted acute patients was 2.59 days (Table 2).
Five jurisdictions had lower ALOS than the national average with NT having the shortest ALOS
at 1.94 days. NSW, SA and ACT have ALOS longer than the national average with NSW and SA
having ALOS longer than three days. For NSW and SA the long ALOS is driven by proportion of
same day to overnight separations with only these two jurisdictions having more overnight than
same day separations. Table 4 (below) identifies the number of same day and overnight
separations for each jurisdiction. The ALOS for overnight separations is 4.50 days. Figure 5
shows the difference between the ALOS including and excluding same day separations.

Figure 5. Admitted acute average length of stay of all separations and all overnight separations, jurisdiction

6

4
3
2
1
NSW Vic aid SA WA Tas NT ACT

mmmm Jurisdiction ALOS mmmm Jurisdiction (ALOS overnight)
= = [ational ALOS Mational (ALOS overnight)

There were 3.0 million same day separations (54 per cent of all separations) and 2.5 million
overnight separations reported nationally (Table 4). The ratio of same day to overnight
separations varied greatly between jurisdictions with NSW having the lowest ratio with 0.89 same
day separations for every overnight separation and NT with the highest ratio with 2.51 same day
separations for every overnight separation. The NT had the largest change in same day
separations with an increase of 14.6 per cent between Round 19 and Round 20 (Appendix 9),
this was not attributable to a single DRG rather an increase in same day separations.
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Table 4. NHCDC Round 20 Overnight and same say separations, by jurisdiction

Overnight Same day
s . Average Average . Average
Jurisdiction Separations ALOS cost cost per Separations cost
day
no. days (%) %) no. %)

NSW 822,668 5 9,304 1,921 732,566 1,080
Vic 576,887 4 9,176 2,052 850,446 1,383
Qld 541,283 4 9,445 2,312 687,014 1,324
SA 185,362 5 10,933 2,297 174,235 1,482
WA 220,617 4 12,394 3,026 288,394 1,610
Tas 51,653 4 10,105 2,252 62,243 1,781
NT 41,568 4 11,055 2,581 104,249 1,005
ACT 47,226 5 12,514 2,623 55,581 1,486
National 2,487,264 5 9,808 2179 2,954,728 1,319

The high volume of dialysis patients admitted for care causes the high ratio of same day
separations reported by NT. NSW and SA are the only jurisdictions with less than half of all
separations being same day. This may be as a result of differing admission policies across
jurisdictions and the sample of hospitals included in the NHCDC. Length of stay variation
between jurisdictions is reflective of admission policies. Particularly in relation to activity which
may be treated as a same day admission or as a non-admitted service event. Examples of these
services include dialysis, chemotherapy and gastroscopy services.

Across the nation, the ALOS of overnight separations was 4.5 days, when excluding same day
separations. The national ALOS decreased by 1.6 per cent between Round 19 and Round 20
and decreased in all jurisdictions with the exception of Qld, which increased 3.7 per cent.
Queensland reported the shortest overnight ALOS at 4.09 days per separation.

Average cost per weighted separation

Average cost per weighted separation is a casemix adjusted average cost, where the relative
complexity of the activity is taken into account. It uses the national cost weights (See Appendix
3) to weight jurisdiction separations at the DRG level. If the jurisdiction weighted average is lower
than the simple average the activity had a higher proportion of complex DRGs.

Figure 6 shows the variance between the average cost and average cost per weighted
separation by jurisdiction. NT has the biggest variance with a low average cost and a high
average cost per weighted separation. This reflects that the complexity of separations is quite
low relative to the national casemix.
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Figure 6. Admitted acute average cost per separation actual and weighted, by jurisdiction
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The weighted average cost by jurisdiction for Round 20 is similar to that of previous Rounds.
NSW, Victoria, Queensland and Tasmania have weighted average costs below the national
average of $5,199. Victoria has the lowest average cost per weighted separation of $4,707. The
remaining jurisdictions are above the national average with WA, NT and ACT over $6,300.
Western Australia reported the largest increase in average cost per separation of 6.3 per cent
while Victoria reported the largest increase in cost per weighted separation of 6.0 per cent.
Northern Territory reported the largest decrease in average cost per separation of 8.1 per cent
accompanied by a 0.5 per cent decrease in average cost per weighted separation. The ACT

reported a decrease of 4.4 per cent in both average cost per separation and average cost per
weighted separation.

Vic, Qld, WA and ACT have a weighted average cost per separation within 4 per cent of their
unweighted cost per separation indicating that, on average, these jurisdictions provide services
to a patient cohort similar to that of the national average. In contrast, the NT’s average cost per

separation is almost twice the unweighted average cost per separation indicating that the NT has
a patient cohort of generally lower complexity.

Cost bucket and line item costs

Line items represent types of costs (e.g. salaries and wages or goods and services) incurred by
hospitals. Cost buckets represent cost pools within a hospital, i.e. all the costs associated with a

particular function of the hospital (e.g. the operating room). The cost buckets and line items are
set out in the Standards.
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At a line item level most costs comprise of salaries and wages. In Round 20, salaries and wages
comprise 60 per cent of total costs nationally (Table 5). While the expenditure reported in the on-
cost and blood line items increased in Round 20 there has been little movement in other line
item. Appendix 8 provides jurisdiction level line item information, which identifies that there is
variance across jurisdictions, and in some cases across Rounds, in reporting of some line item
costs. Line item costs were not reported for:

e Imaging by Tasmania;

e Pharmaceutical PBS by NSW or Queensland;

e Blood costs by SA or WA,

e Corporate costs by NSW, Victoria, Queensland or ACT;
e Depreciation costs by Victoria; and

o Lease costs by NSW.

Jurisdiction data quality statements clarify if these costs have been reported under alternative
line items or there are alternative jurisdiction level funding and reporting mechanisms in place.
For example NSW is not a signatory to the Pharmaceutical Benefits Scheme so has no expense
reported under the Pharmaceutical PBS line item.

Table 5. Round 20 Admitted acute average cost by line item, national

Change in %

Line ltem Round 19 Round 20 contribution
$) % of total (%) % of total percentage point
Salary & Wages Nursing 1,365 294 1,347 28.1 -1.3
Salary & Wages Medical (honVMO) 711 15.3 713 14.9 -04
Salary & Wages Medical (VMO) 210 45 201 42 -0.3
Salary & Wages Allied Health 219 4.7 227 4.7 0.0
Salary & Wages Other 430 9.3 432 9.0 -0.3
Oncosts 322 6.9 374 7.8 0.9
Pathology 92 2.0 97 20 0.0
Imaging 25 0.5 23 0.5 -0.1
Prostheses 145 3.1 148 31 0.0
Medical supplies 246 53 261 54 0.1
Goods and services 379 8.2 418 8.7 0.6
Pharmaceuticals PBS 33 0.7 41 0.9 0.1
Pharmaceuticals nonPBS 139 3.0 138 29 -0.1
Blood 7 0.1 35 0.7 0.6
Depreciation building 96 21 102 21 0.1
Depreciation equipment 38 0.8 46 1.0 0.1
Hotel 145 3.1 148 3.1 0.0
Corporate 22 0.5 24 0.5 0.0
Lease 14 0.3 14 0.3 0.0

The line items of salaries and wages make up 60 per cent of national costs, with nursing salaries
and wages alone contributing 28 per cent. The contribution of salaries and wages line items is
seen across all jurisdictions with all reporting ward nursing as the cost bucket with the highest
cost.
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Table 6, below, contains costs by cost bucket and the component each bucket contributes to the
total. Ward nursing and ward medical are two cost buckets which are comprised of salaries and
wages and they account for over 29 per cent of acute costs. The cost bucket information reports
that operating room costs account for 13.5 per cent of expenditure.

Table 6. Round 20 Admitted acute average cost per separation by cost bucket, national

Change in %

Cost Bucket Round 19 Round 20 contribution
($) % of total %) % of total percentage point
Ward Medical 613 12.2 580 11.2 -1.0
Ward Nursing 965 19.2 951 18.3 -0.9
Allied Health 147 2.9 159 3.1 0.1
Non Clinical 305 6.1 309 6.0 -0.1
On-costs 325 6.5 377 7.3 0.8
Pathology 129 2.6 165 3.2 0.6
Imaging 116 2.3 112 21 -0.2
Prosthesis 145 29 148 28 -0.1
Ward Supplies 331 6.6 372 7.2 0.6
Pharmacy 180 3.6 190 3.7 0.1
Critical Care 353 7.0 363 7.0 0.0
Operating Room 678 135 700 135 0.0
Special Procedure Suite 49 1.0 54 1.0 01
Emergency Department 393 7.8 400 77 -0.1
Hotel 147 2.9 149 29 0.0
Depreciation 149 3.0 163 3.1 0.2

There was significant variation in the movement of costs reported under cost buckets in Round
20. On-costs, pathology and ward supplies contributed to the increase in the national average
cost per separation between Rounds 19 and 20. Ward medical and ward nursing, which together
contribute 29 per cent of total reported costs in the acute stream, decreased by 2.9 per cent in
Round 20.

A 5.3 per cent decrease in the ward medical cost bucket was driven by decreased reported costs
in Queensland, SA, NT and ACT. Queensland alone reported a 26.6 per cent decrease in ward
nursing costs, resulting from changes to allocation of overhead costs. On-costs increased by
16.1 per cent increase in on-costs from Rounds 19 to 20, driven by Victoria, Qld and SA.

A 12.3 per cent increase in the ward supplies cost bucket was almost entirely driven by
increased expenditure by Queensland, which increased 83.9 per cent in Round 20.

Admitted via emergency department

The admission via ED field is used as a proxy for urgency of admission for the episode of care. If
admission is via ED then it is considered that the episode is not planned or it is an emergency.
Alternatively, for the purpose of cost analysis, if the patient is not admitted via the ED then they
are considered a planned or elective admission. Acute separations admitted through the ED cost
almost twice as much as planned admissions, with the average cost of a patient admitted via ED
at $7,068 and planned admissions at $3,875 (Table 7).

There are two primary drivers of this cost disparity; length of stay and ED costs. Separations
which were admitted via the ED have an ALOS almost twice as long as planned admissions.
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Table 7. Round 20 Admitted acute separations admitted via emergency department, jurisdiction

Admitted via ED Not admitted via ED Not Assigned
Jurisdiction  Separations ALOS Average cost Separations ALOS Average cost Separations ALOS Average cost
no. days ($) no. days %) no. days %)
NSW 676,313 44 7,573 733,178 1.6 3,056 145,743 4.0 7,432
Vic 527,854 34 6,061 818,131 1.6 3,226 81,348 37 7,764
QLD 603,243 29 5,837 254,678 20 6,066 370,376 1.8 2,581
SA 173,004 4.0 8,402 96,765 2.0 6,282 89,828 1.9 2,486
WA 192,054 3.6 9,862 152,169 17 5,897 164,788 15 2,471
Tas 42,271 4.0 7,961 60,739 1.5 3,770 10,886 3.2 6,180
NT 48,669 3.2 7,659 24,767 1.2 2,829 72,381 1.4 1,679
ACT 46,401 3.8 9,182 26,759 1.9 6,321 29,647 1.8 2,643
National 2,309,809 3.6 7,068 2,167,186 1.7 3,875 964,997 2.2 3,698

Across the jurisdictions, the NSW reported the biggest difference in cost and ALOS between
emergency and elective separations with emergency separations costing 2.5 times more and
being almost three times as long. The ALOS of emergency separations was more than twice that
of elective separations for all jurisdictions with the exception of Queensland. Queensland
reported the smallest difference between emergency and elective separations with a comparable
average cost and ALOS for emergency separations only 1.5 times that of elective separations.
Changes between Round 18 to 20 can be seen at Appendix 10.

Price weight adjustments for ABF

Certain characteristics of patients are used to adjust the price weight applied to each separation
for activity based payment purposes. Some of these characteristics that influence clinical
complexity include Indigenous status, patient age and remoteness of a patient’s residence.

Indigenous status

Each patient has an Indigenous status assigned. ‘Indigenous Status’ is defined in the Australian
Institute of Health and Welfare (AIHW) Metadata Online Registry (METeOR) as determining
whether a person identifies as being of Aboriginal or Torres Strait Islander origin.

The NT and Queensland together account for over half of the national Indigenous separations.
Indigenous patients are over-represented in same day separations, reflecting an overall lower
ALOS and lower average cost for Indigenous separations. Haemodialysis accounts for almost
half of all Indigenous separations.

Given the relatively low average cost for haemodialysis, this casemix results in Indigenous same
day separations costing 27.7 per cent less than non-Indigenous same day separations. On
average Indigenous overnight separations cost 5.8 per cent more than non-Indigenous overnight
separations (Appendix 11).
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Table 8. Round 20 Admitted acute Indigenous and non-Indigenous separations, jurisdiction

Indigenous Non-Indigenous Not Assigned
Jurisdiction  Separations ALOS Average cost Separations ALOS Average cost Separations ALOS Average cost
no. days ($) no. days ($) no. days ($)

NSwW 75,824 2.7 4,838 1,475,528 3.0 5,455 3,882 3.6 7,502
Vic 20,319 24 4,700 1,393,473 24 4,503 13,541 3.1 7,346
QLD 106,541 22 4,297 1,116,768 24 4,959 4,988 27 5,235
SA 20,729 26 5,252 324,019 29 6,355 14,849 3.6 7,872
WA 65,675 2.0 4617 443,336 24 6,531

Tas 4,491 24 5,370 108,117 26 5,557 1,288 26 6,138
NT 103,440 1.8 3,151 42,330 2.3 5,629 47 14 2,967
ACT 2,495 3.2 7,927 98,995 2.7 6,503 1,317 3.1 7,627
National 399,514 2.2 4,260 5,002,566 2.6 5,257 39,912 3.3 7,258

Paediatric hospitals

Five jurisdictions have qualified paediatric hospitals3: NSW, Victoria, Queensland, SA and WA. A
paediatric separation is one which occurs at a qualified hospital and the patient is up to and
including 17 years of age. The average cost for paediatric separations is 29 per cent higher than
non-paediatric separations; however, the ALOS for these separations is lower, identifying the
high resource utilisation of this cohort.

SA reported the lowest average cost for paediatric separations, at $5,760. SA and WA were the
only jurisdictions where paediatric separations cost less than non-paediatric separations.
Paediatric separations in Queensland cost 1.6 times more than non-paediatric separations, the
highest ratio of all jurisdictions.

Table 9. Round 20 admitted acute paediatric and non-paediatric separations, jurisdiction

Paediatric Non-paediatric
Jurisdiction  Separations ALOS Average cost Separations ALOS Average cost
no. days (%) no. days (%)

NSW 53,172 27 6,937 1,502,062 3.0 5,377
Vic 58,530 23 6,304 1,368,803 24 4,457
QLD 42,693 22 7,463 1,185,604 24 4,811
SA 20,939 21 5,760 338,658 3.0 6,390
WA 26,185 22 6,100 482,826 24 6,294
Tas - - -—- 113,896 26 5,556
NT -— - - 145,817 1.9 3,870
ACT -— - - 102,807 27 6,552
National 201,519 23 6,634 5,240,473 2.6 5,144

The number of reported paediatric separations increased 1.9 per cent between Rounds 19 and
20 (Appendix 12). The average cost per paediatric admitted acute separation increased by 3.4
per cent to $6,634, resulting in paediatric separations costing 29 per cent more than non-
paediatric separations.

s Specialist paediatric hospitals that treat patients up to and including 17 years of age (IHPA National Efficient Price
Determination 2017-18, https://www.ihpa.gov.au/sites/g/files/net636/f/nep.pdf, viewed 15/01/18)
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Remoteness

The patient’s postcode is used to classify each separation in to a geographical locality. The
average cost for patients from remote areas of Australia is 1.5 per cent higher than those from
metropolitan areas (Table 10). The ALOS for remote separations is lower by 8.2 per cent than
patients from metropolitan areas. NT and Queensland account for almost half of national remote
separations. ACT has the biggest difference in cost between where the patient’s residence is
metro versus remote, with remote separations costing more than double at $12,913.
Comparisons with previous Rounds and across jurisdictions can be seen at Appendix 13.

Table 10. Round 20 Admitted acute separations by remoteness, jurisdiction

Metro and inner regional Outer regional, remote and very remote
Jurisdiction = Separations ALOS Average cost Separations ALOS Average cost
no. days (%) no. days %)
NSW 1,462,467 3.0 5,391 92,767 29 6,046
Vic 1,340,650 24 4,511 86,683 24 4,871
QLD 984,697 23 4,869 243,600 24 5,041
SA 289,304 3.0 6,321 70,293 29 6,490
WA 397,614 24 6,333 111,397 22 6,110
Tas 73,034 26 5,476 40,862 26 5,699
NT 2,032 22 5,761 143,785 1.9 3,843
ACT 100,037 27 6,376 2,770 4.1 12,913

National 4,649,835 26 5,188 792,157 24 5,263
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5. Emergency department
presentations

Emergency Department (ED) presentations in scope for Round 20 include all patients registered
for care in an emergency care service within a public hospital during 2015-16. This includes
patients who present to the ED who are treated and then leave (non-admitted emergency, NE),
and presentations that are subsequently admitted to hospital (admitted emergency, AE).

In this report emergency care services are reported using Urgency Related Group (URG)
Version 1.4.

Overview

The ED stream, compared to other streams, has the smallest number of hospitals reporting costs
with 215 hospitals providing costs for ED presentations in Round 20, an increase from 199
hospitals in Round 19.

Table 11 summarises the Round 20 NHCDC ED results which include:
e 215 hospitals participated;
e expenditure increased by 13.4 per cent to 4.7 billion dollars;
e costed presentations increase by 5.1 per cent;

e the average cost of an admitted ED presentation was $977; and
e the average cost of a non-admitted ED presentation was $517.

Table 11. Round 18 to Round 20 Emergency department summary by product type, national

Change

Round 18 to 19 Round 19 to 20

Product Type Round18 Round 19 Round 20 (%) (%)
Hospitals (no.) 231 199 215 -13.9 1.5
Admitted (AE) Presentations (millions) 1.9 20 21 6.7 5.9
Expenditure ($ billion) 1.80 1.97 2.08 9.5 53
Average cost per presentation ($) 956 982 977 27 -0.5
Hospitals (no.) 256 199 215 -22.3 15
Non-admitted  Presentations (millions) 5.0 4.9 51 -3.2 4.8
(NE) Expenditure ($ billion) 224 218 263 2.3 20.6
Average cost per presentation ($) 445 449 517 0.9 15.1
Hospitals (no.) 257 199 215 -22.6 15
Total ED Presentations (millions) 6.9 6.9 7.2 -0.5 5.1
Expenditure ($ billion) 4.04 4.15 4.71 29 134

Average cost per presentation ($) 585 605 652 3.5 7.8
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Expenditure submitted for ED presentations totalled $4.7 billion in Round 20; this is 12 per cent
of the total Round 20 NHCDC reported expenditure. Expenditure increased by 13.4 per cent,
from $4.2 billion in Round 19. Costed presentations increased by 5.1 per cent in Round 20 in
contrast to Round 19, which reported a 0.5 per cent decrease in ED presentations from

Round 18.

The respective changes in expenditure and total ED presentations in the Round translated to an
increase in national average cost, which increased by 7.8 per cent. This increase was largely
driven by an increase in reported expenditure for non-admitted ED presentations, which reported
an increase in expenditure of 20.6 per cent, a comparatively lower increase in presentations of
4.8 per cent, resulting in a 15.1 per cent increase in average cost per presentation. This was
reflective of the increase of non-admitted ED cost data submitted from NSW.

Participation

Costs from 215 hospitals were reported in Round 20, an increase of 16 hospitals from Round 19.
Queensland provided costs for ED presentations from 53 hospitals, an increase of 18 hospitals
from that reported by Queensland in Round 19.

Expenditure

National expenditure for ED services was $4.7 billion in Round 20, an increase of 13.4 per cent
over Round 20. The three most populous jurisdictions, NSW, Victoria and Queensland,
contribute 75 per cent of national expenditure, with NSW the largest at $1.6 billion (Table 12). All
jurisdictions contributed positively to growth in total expenditure. New South Wales made the
most notable contribution to national growth, reporting a 20 per cent increase in expenditure in
Round 20.

Total non-admitted ED expenditure increased by 20.6 per cent, and increased as a proportion of
total ED expenditure from 53 per cent in Round 19 to 56 per cent in Round 20. Admitted ED
expenditure increased at a slower rate of 5.3 per cent. The large relative increase in non-
admitted ED, as a proportion of the stream, was driven by NSW. In Round 20, NSW reported a
51.5 per cent increase in non-admitted ED expenditure accompanied by an 8.9 per cent
decrease in admitted ED expenditure. IHPA understands this was due to an anomaly in reporting
Round 19 ED costs which has been identified and addressed in Round 20.

Table 12. Round 20 ED presentations summary, jurisdiction

Total Average Cost
Jurisdiction Hospitals  Presentations Expenditure  per presentation
no, no. ($Mm) %)
NSW 73 2,398,072 1,554 648
Vic 36 1,529,021 884 578
Qud 53 1,657,326 1,099 663
SA 13 461,030 302 655
WA 29 739,148 566 765
Tas 4 151,606 97 639
NT 5 148,358 95 639
ACT 2 135,379 114 839

National ED 215 7,219,940 4,710 652
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There were 7.2 million costed presentations in Round 20, a 5.1 per cent increase on Round 19.
All jurisdictions reported an increase in costed presentations with the exception of Vic and WA.
Western Australia have previously submitted admitted ED costs with the corresponding admitted
episode. Historically, IHPA has identified these costs in the ED cost buckets and created an
admitted ED presentation record and counted the activity. Queensland reported the largest
increase in costed presentations of 13.9 per cent, reflecting better linking to activity data. In
Round 19 these presentations were costed however were not submitted as part of the NHCDC.

Average cost

The average cost of an ED presentation is $652, an increase of 7.8 per cent from Round 19.
The overall increase in the average cost of ED presentations is driven entirely by an increase in
the average cost per non-admitted ED presentation of 15.1 per cent. The average cost per
admitted ED presentation, on the other hand, decreased by 0.5 per cent in Round 20.

Table 13. Round 19 and Round 20 average cost for admitted and non-admitted ED presentations, jurisdiction

Round 19 Round 20 Change
Jurisdiction Adm Non-Adm Total Adm Non-Adm Total Adm Non-Adm Total
$) ®) $) $) (©) ®) % % %

NSW 1,116 377 576 965 533 648 -13.5 414 12.5
Vic 857 392 544 907 408 578 5.9 4.1 6.4
Qld 955 531 660 942 539 663 -1.4 1.6 0.4
SA 867 500 615 908 529 655 4.7 5.9 6.4
WA 877 577 656 1,239 620 765 41.2 74 16.7
Tas 1,259 398 613 1,258 416 639 -0.1 4.6 4.2
NT 943 497 629 892 513 639 -5.4 3.3 15
ACT 1,586 578 854 1,461 578 839 -7.9 0.0 -1.8
National ED 982 449 605 977 517 652 -0.5 15.1 7.8

All jurisdictions reported an increase in average cost per ED presentation, with the exception of
ACT who reported a decrease of 1.8 per cent. At a jurisdictional level, there were a number of
movements in the average cost of both admitted and non-admitted ED presentations reflecting
changes in reported expenditure and activity. NSW reported a 13.5 per cent decrease in the
average cost per admitted ED presentation while the average cost per non-admitted ED
presentation increased by 41.4 per cent.

WA reported the largest increase in average cost per ED presentation of 16.7 per cent. This
increase was primarily driven by a 41.2 per cent increase in the average cost per admitted ED
presentation.

The cost difference between admitted and non-admitted ED presentations is significant. At a
national level, admitted presentations cost almost twice that of non-admitted presentations,
although this varies across jurisdictions. In Tasmania, the average cost of an admitted ED
presentation is more than three times that of a non-admitted presentation.



National Hospital Cost Data Collection Cost Report: Round 20 Financial Year 2015-16

Figure 7. Emergency department ratio of average cost admitted to non-admitted presentation
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Cost bucket and line item costs

The increase in average cost per presentation between Round 19 and 20 was largely driven by
increases in the line items salary and wages for nursing and other, on-costs and goods and
services (Appendix 18).

At a national level, the salaries and wages line items increased 5 per cent from Round 19 to
Round 20, with all jurisdictions contributing to this increase except Vic and ACT. The goods and
services line item increased 12.3 per cent in Round 20, driven by increased expenditure
allocation in the three most populous jurisdictions of NSW, Vic and Qld. A similar trend is
observed in the on-costs line item.

Similar to admitted acute, salaries and wages costs account for 64 per cent of total ED
expenditure (Table 14). Salaries and wages for medical (non-VMO) and nursing in particular are
significantly higher than the remaining line items, collectively accounting for 47 per cent of all
costs.

Fifty seven per cent of ED costs fall in to the ED cost bucket (Appendix 17) with the remaining
costs are in the imaging, on-costs and pathology cost buckets. While the average cost of an ED
presentation in Queensland remained stable from Round 19 to Round 20, there was a 58.1 per
cent decrease in the emergency department cost bucket, with costs shifted to the ward nursing,
ward medical and ward supplies cost buckets.

27
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Table 14. Round 19 and Round 20 ED average cost by line item, national

Change in % total

Line ltem Round 19 Round 20 Round 19 to 20
($) % of total ($) % of total percentage point

Salary & Wages Nursing 139 23.1 147 225 -0.6
Salary & Wages Medical (nonVMO) 162 27.0 163 25.0 -2.0
Salary & Wages Medical (VMO) 18 29 18 2.8 -0.1
Salary & Wages Allied Health 24 3.9 27 41 0.2
Salary & Wages Other 54 9.0 61 9.4 0.4
Oncosts 43 7.2 52 8.0 0.8
Pathology 30 5.1 33 5.1 0.0
Imaging 19 3.1 17 26 -0.5
Prostheses 0 0.0 0 0.0 0.0
Medical supplies 17 2.8 19 29 0.0
Goods and services 54 8.9 66 10.1 1.2
Pharmaceuticals PBS 1 0.1 3 0.5 0.3
Pharmaceuticals nonPBS 8 1.3 6 0.9 -04
Blood 0 0.1 2 04 0.3
Depreciation building 11 1.9 14 21 0.3
Depreciation equipment 5 0.8 6 0.9 0.0
Hotel 11 1.9 13 2.0 0.1
Corporate 2 0.3 3 0.4 01

Lease 2 04 2 0.3 -01
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6. Non-admitted service events

Non-admitted care in scope for Round 20 includes all patients who attended a non-admitted
clinic at a public hospital during 2015-16. In this Report, community mental health service events
are reported in the non-admitted chapter. With the introduction of the Australian Mental Health
Care Classification, these service events will be reported under the mental health stream in
future years.

Non-admitted activity accounts for the majority of unique patient encounters in public hospitals in
Australia. In Round 20 non-admitted activity is reported using the Tier 2 classification Version 4.
In previous rounds, Tier 2 classification Version 3 was used. The Tier 2 classification is assigned
by the hospital and reflects the type of clinic the patient has visited. Unlike other classification
systems, no diagnosis or procedure codes are used when assigning a class.

Overview

Table 15 summarises the Round 20 non-admitted NHCDC results including that:
o 257 hospitals participated;
e expenditure increased by 15.5 per cent;
o there were 17.8 million service events;
e costed service events increased by 3.6 per cent; and
e the average cost of a service event was $303.

Table 15. Round 18 to Round 20 Non-admitted summary, national

Change
Round 18 to 19 Round 19 to 20
Round 18 Round 19 Round 20 (%) (%)
Number of hospitals 349 268 257 -23.2 -4.1
Service events (millions) 16.0 17.2 17.8 74 3.6
Total expenditure ($ billion) 4.52 4.67 5.39 34 15.5
Average cost per service event ($) 282 272 303 -3.7 11.5

Participation

The number of hospitals submitting non-admitted cost data in Round 20 was 257, a reduction of
11 hospitals. Victoria decreased the number of hospitals submitting non-admitted cost data by
seven, with the remaining reduction in reporting hospitals attributable to NSW, Qld and WA
(Appendix 21).

Expenditure

In Round 20, non-admitted expenditure captured in the NHCDC increased by 15.5 per cent to
$5.39 billion and the number of service events costed increased by 3.6 per cent. The number of
service events reported in Round 20 was 17.8 million, which is 0.6 million more than were
reported in Round 19.
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In Round 20, all jurisdictions increased their total reported service events, with the exception of
QId and SA who reduced their total reported service events by 8.5 per cent and 0.5 per cent
respectively.

Tasmania reported the largest proportional increase in both service events and expenditure,
reporting a 70.3 per cent increase in service events and a 126.8 per cent increase in expenditure
in Round 20. In addition to increased PBS expenditure in Round 20, Tasmania implemented a
new feeder system that monitors allied health service utilisation for non-admitted patients. In
previous rounds these costs were reported through the acute stream.

Western Australia and Vic reported increases in total service events of 14.5 per cent and 13.4
per cent respectively (Table 16). NSW accounts for the largest share of non-admitted service
events and expenditure nationally, reporting 38 per cent of all non-admitted service events and
28 per cent of all non-admitted expenditure.

Table 16. Round 19 and Round 20 Non-admitted summary, jurisdiction

Round 19 Round 20 Change

Jurisdicitons Hospitals Service Expenditure Hospitals Service event Expenditure Hospitals Service Expenditure
event event
no. Millions (™M) no. Millions ($M) % % %

NSW 93 6.60 1,355 92 6.72 1,500 -1.1 1.9 10.7
Vic 49 2.60 708 42 295 979 -143 134 38.3
Qld 65 3.46 1,178 63 3.17 1,103 -3.1 -8.5 -6.4
SA 15 1.38 502 15 1.37 569 0.0 -0.5 135
WA 35 1.61 507 34 1.84 650 -2.9 145 28.2
Tas 4 0.27 65 4 0.46 148 0.0 70.3 126.8
NT 5 0.22 96 5 0.22 140 0.0 3.7 46.1
ACT 2 1.06 257 2 1.08 303 0.0 21 17.8
National 268 17.19 4,668 257 17.82 5,392 -4.1 3.6 15.5

Average cost

The average cost for non-admitted service events is the lowest of all streams, at $303 per
service event in Round 20. The primary driver for this is the generally low levels of resource
utilisation during non-admitted service events.

Table 17. Round 20 Non-admitted average cost per non-admitted service event, jurisdiction

Round 19 Round 20 Change

Jurisdiction $) $) (%)
NSW 205 223 8.6

Vic 273 332 21.9
Qld 340 348 24

SA 364 415 141
WA 315 353 11.9
Tas 243 324 33.2
NT 445 627 40.9
ACT 242 280 15.4

National 272 303 11.5
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In Round 20, the average cost per service event increased by 11.5 percent to $303. Al
jurisdictions contributed to this increase to varying degrees. Of the most populous jurisdictions,
Victoria reported the largest increase in average cost per service event from $273 in Round 19 to
$332 in Round 20, primarily driven by an increase in Medical Consultation classes (20 series). In
particular, the average cost of Gastroenterology (class 20.25) more than tripled and was the
single largest contributor to the increase in Victoria’s average cost. Clinical measurement (class
20.08) also reported a marked increase in Round 20. The increase in average cost per service
event in NSW was driven by the Chemotherapy and Radiation Therapy classes (10.11 and
10.12).

Of the less populous jurisdictions, the NT and Tas reported significant increases in average cost
per service event of 40.9 per cent and 33.2 per cent respectively. In the NT, this was driven by
increases in the Radiation Therapy and Infectious Disease classes (10.12 and 20.44
respectively). The increase in average cost per service event in Tas was driven by increases in
Gastroenterology classes (40.41and 20.25) and the Paediatric Medicine class (20.11).

Figure 8. Round 20 Non-admitted average cost per service event, jurisdiction
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Figure 8 shows the variance across jurisdictions of the average cost of non-admitted service
events. NSW and ACT had an average cost per service event below the national average while
NT reported the highest average cost at $627, more than double the national average cost per
service event.

Cost bucket and line item costs

A review of the cost components that make up the total national average cost shows that the
national increase in Round 20 of 11.5 per cent was driven primarily by an increase in reported
pharmacy expenses and in particular, those relating to the Pharmaceutical Benefits Scheme
(PBS).
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Table 18. Round 19 and Round 20 Non-admitted average cost per line item, national

Line ltem Round 19 Round 20

(%) % of Total (%) % of Total
Salary & Wages - Nursing 41 15.1 44 14 4
Salary & Wages - Medical (non-VMO) 48 17.6 51 16.8
Salary & Wages - Medical (VMO) 10 3.7 10 3.4
Salary & Wages - Allied Health 37 13.5 38 12.7
Salary & Wages - Other 31 11.3 32 10.7
Oncosts 19 7.0 23 7.6
Pathology 6 2.3 6 1.9
Imaging 3 1.0 2 0.7
Prostheses 0 0.2 1 0.3
Medical supplies 11 3.9 9 3.0
Goods and services 26 9.6 29 9.5
Pharmaceuticals - PBS 10 3.6 29 9.7
Pharmaceuticals - non-PBS 13 49 8 25
Blood 0 0.1 1 0.5
Depreciation building 7 2.5 8 2.6
Depreciation equipment 4 1.6 4 1.3
Hotel 4 14 4 1.4
Corporate 1 04 2 0.6
Lease 1 04 2 0.5

Salaries and wages line items make up a combined 58 per cent of all non-admitted costs.
Salaries and wages for medical (non-VMO), nursing, allied and other increased on average by
5.7 per cent in Round 20. Costs reported under pharmaceuticals — PBS almost tripled, and now
account for 9.7 per cent of non-admitted costs. This is the result of uptake of new high cost
Hepatitis C drugs through the PBS in the last quarter of 2015-16.
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Table 19. Round 19 and Round 20 Non-admitted average cost per cost bucket

Cost Bucket Round 19 Round 20
(%) % of total (%) % of total

Ward Medical 52 19.2 55 18.1
Ward Nursing 36 134 39 12.9
Allied Health 33 12.2 34 11.2
Non Clinical 27 9.8 27 9.0
On-costs 19 7.0 23 7.6
Pathology 9 34 10 3.4
Imaging 14 53 15 5.0
Prosthesis 0 0.2 1 0.3
Ward Supplies 28 104 29 9.6
Pharmacy 26 9.7 41 13.7
Critical Care 0 0.0 0 0.0
Operating Room 5 1.7 4 14
Special Procedure Suite 5 1.7 6 21
Emergency Department 0 0.1 0 0.0
Hotel 4 14 4 14
Depreciation 12 44 13 4.5
Total 272 303

Tier 2 class variation

Of the 17.8 million service events reported for non-admitted in Round 20, 159,513 did not have a
valid Tier 2 class, as identified in the Tier 2 table at Appendix 20. The excluded records were
submitted with an error or missing Tier 2 class.

Table 20. Round 19 and Round 20 Tier 2 classes (grouped) summary, national

Tier 2 Description Service events Average Expenditure Round 20

Round 19 Round20 Round 19 Round20 Service event Average cost

no. no. $ $ (%) (%)
10 series Procedure Classes 1,647,226 1,091,495 364 591 -33.7 62.5
20 series Medical Consultation 7,956,111 8,307,153 315 355 4.4 12.5
30 series Diagnostic services 296,453 187,660 307 388 -36.7 26.6
40 series Allied health and/or clinical nurse 6,879,295 8,072,615 204 207 17.3 1.6
specialist interventions
414,565 159,513 169 358 -61.5 112.0

Invalid or missing Tier 2 classes - excluded
from total above

The 140 Tier 2 classes are structured into four groups, procedures; medical consultation
services, diagnostic services, and allied health and/or clinical nurse specialist intervention
services. Consistent with results in Round 19, the bulk of service events (47 per cent) were
classified as medical consultations (8.3 million) and 46 per cent were nurse/allied health led
service events (8.1 million).

There was large variation across jurisdictions in both counting and costing of non-admitted
service events. At the national level this resulted in changes in both the number of service events
costed, an increase of 3.6 per cent and the average cost per service event which increased by
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11.5 per cent. The number of service events in classes with less than a ten per cent change in

average cost from Round 19 to Round 20 was 11 million, 62 per cent of all non-admitted service
events.

The top ten Tier 2 classes by expenditure (Table 21) account for 34 per cent of non-admitted
costs submitted and 37 per cent of service events costed.

Table 21. Top ten Tier 2 classes by expenditure, national

. Iy Cost Service events
Tier 2 Class Description ($m) (No.)
40.28 Midwifery and Maternity 297.5 1,625,611
20.42 Medical Oncology (Consultation) 254.2 559,321
20.29 Orthopaedics 221.9 966,202
20.25 Gastroenterology 202.0 247,963
10.12 Radiation Therapy - Treatment 200.8 455,113
40.08 Primary Health Care 163.0 1,005,193
40.09 Physiotherapy 136.1 863,956
10.06 Endoscopy - Gastrointestinal 126.7 113,751
10.11 Chemotherapy - Treatment 124.9 240,453
20.17 Ophthalmology 112.3 452,335

At the national level there are notable changes in

e Classes 10.15-10.19 Home Delivered dialysis, nutrition and ventilation: counting of these
classes was changed from daily to monthly.

e Class 10.04 Dental: there is a total reduction of service events of 88 per cent driven by
NSW changing their reporting of this activity.
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7. Subacute and non-acute
services

Subacute and non-acute care in scope for Round 20 includes all patients who received subacute
or non-acute care at a public hospital during 2015-16.

This care is classified using Australian National Subacute and Non-acute Patient Classification
Version 4 (AN-SNAP) and includes all separations with a care type of rehabilitation care (care

type ‘2’), palliative care (care type ‘3’), geriatric evaluation and management (GEM) (care type

‘4’), psychogeriatric care (care type ‘5’) or maintenance care (care type ‘6’).

Overview
Table 22 summarises costs submitted using the subacute care types in Round 20 including that:

o 314 hospitals participated;
e $2.4 billion of costs were submitted; and
e activity increased by 0.6 per cent and cost increased by 6.1 per cent.

Table 22. Round 18 to Round 20 admitted subacute summary, national

Round 18 Round 19 Round 20 Change
Round 18t0 19  Round 19 to 20
(%) (%)
No of Hospitals 335 331 314 -1.2 -5.1
Separations (thousands) 167.4 172.3 173.4 29 0.6
Total Expenditure ($ billion) 2.21 2.27 2.41 29 6.1
Average length of stay (days) 13.36 13.04 13.00 -24 -0.3
Average cost per day ($) 987 1,012 1,070 25 57
Average cost per separation ($) 13,192 13,193 13,911 0.0 54

Participation

The subacute stream has 314 hospitals reporting costs in Round 20, this is a decrease of 17
hospitals from Round 19 and is a similar number of hospitals reporting admitted acute data. This
decrease was driven by Queensland who reported subacute costs from 20 fewer hospitals in
Round 20. This reflects a decision by Queensland to submit costed separations for which patient
level cost and activity data could be matched, this is described in the Queensland Data Quality
Statement.

The populous states of Vic, NSW and Qld together account for 81 per cent of all hospitals that
reported subacute data in Round 20 (Table 23). Queensland reported the highest number of
hospitals at 99, equivalent to 32 per cent of all hospitals. Queensland hospitals however,
represented a proportionally smaller percentage of total activity and expenditure, reported as 24
per cent of activity and 23 per cent of expenditure.
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Table 23. Round 19 and Round 20 admitted subacute comparison by jurisdiction

Round 19 Round 20 Change

Jurisdiction Hospitals Separations Expenditure Hospitals Separations Expenditure Hospitals Separations Expenditure
no. no. '000 $)M no. no.'000 ($)M no. % %
NSW 95 62.0 732 97 62.0 741 2 0.0 1.2
Vic 56 37.7 573 59 36.5 586 3 -3.1 2.4
Qld 119 42.0 518 99 41.2 545 -20 -1.7 5.2
SA 15 14.0 126 14 15.0 149 -1 7.2 18.0
WA 35 10.1 205 34 10.7 244 -1 6.2 18.9
Tas 4 2.2 38 4 2.6 46 0 18.8 21.4
NT 5 0.8 24 5 0.9 32 0 15.9 35.3
ACT 2 3.5 58 2 4.4 70 0 24.1 21.1
National 331 172.3 2,273 314 173.4 2,412 -17 0.6 6.1
Expenditure

National expenditure in Round 20 was $2.4 billion, an increase of 6.1 per cent, $139 million
dollars, over Round 19. Between Rounds 19 and 20, subacute activity increased by 0.6 per cent.

The three most populous jurisdictions contribute the bulk of expenditure, collectively accounting
for 78 per cent of national expenditure (Appendix 24). NSW reported 31 per cent of subacute
expenditure, with $741 million. Rehabilitation is the product type with the largest expenditure,
with $1.2 billion reported in Round 20, accounting for half of total subacute expenditure.
Psychogeriatric reports the lowest expenditure with $46 million.

All jurisdictions reported an increase in subacute expenditure in Round 20. The most populous
jurisdictions of NSW, Vic and QId had relatively low growth in reported subacute expenditure of
between one and six per cent (Table 23). The remaining jurisdictions reported larger increases in
reported expenditure ranging from 18 per cent in SA to 35 per cent in NT.

WA reported the largest absolute increase in subacute expenditure of $38.6 million increase in
Round 20. This was driven by increases in reported expenditure for maintenance and
rehabilitation.

Figure 9. Subacute care types change in expenditure from Round 19 to 20, jurisdiction
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Nationally all products reported increases in expenditure with the exception of GEM and
psychogeriatric, which reported minor decreases in between Round 19 and Round 20.
Rehabilitation reported the largest increase in expenditure, contributing $74 million to the total
increase in reported subacute expenditure.

There were 173,396 costed separations in Round 20, a 0.6 per cent increase from Round 19.
Across the nation, NSW contributed the most separations, with 62,010. The three most populous
jurisdictions of NSW, Victoria and Qld reported stable or marginally declining activity in Round 20
with Vic reported the largest decrease in separations, between Round 19 and Round 20, of 3.1
per cent. The least populous jurisdictions of Tas, NT and ACT reported high growth in reported
activity however had a limited impact on national subacute activity.

Table 24. Round 19 and Round 20 admitted subacute summary, by product type, national

Product Type Round 19 Round 20 % Change
Hospitals (no.) 151 137 93
Separations (no.) 28,710 27,555 -4.0
GEM Expenditure ($ million) 449 445 -0.9
ALOS (days) 17.74 17.27 2.7
Average cost per separation ($) 15,649 16,155 3.2
Hospitals (no.) 268 252 -6.0
Separations (no.) 20,786 22,125 6.4
Maintenance Expenditure ($ million) 312 355 13.9
ALOS (days) 14.70 14.72 0.1
Average cost per separation ($) 14,989 16,045 7.0
Hospitals (no.) 263 244 -7.2
Separations (no.) 30,181 31,672 4.9
Palliative Care Expenditure ($ million) 324 355 95
ALOS (days) 9.46 9.18 -3.0
Average cost per separation ($) 10,750 11,216 4.3
Hospitals (no.) 51 41 -19.6
Separations (no.) 1,388 1,355 2.4
Psychogeriatric Expenditure ($ million) 51 46 -104
ALOS (days) 26.33 23.67 -10.1
Average cost per separation ($) 36,878 33,862 -8.2
Hospitals (no.) 249 218 -12.4
Separations (no.) 91,252 90,689 -0.6
Rehabilitation Expenditure ($ million) 1137 1211 6.5
ALOS (days) 12.17 12.46 24
Average cost per separation ($) 12,458 13,352 7.2
Hospitals (no.) 331 314 -5.1
Separations (no.) 172,281 173,396 0.6
Total Expenditure ($ million) 2273 2412 6.1
ALOS (days) 13.04 13.00 -0.3

Average cost per separation ($) 13,193 13,911 54
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Consistent with the prior Round, rehabilitation was the product type with the most separations,
with 90,689 reported in Round 20, accounting for 52 per cent of total activity. The second largest
product is Palliative care which accounts for 18 per cent of activity followed by GEM which
accounts for 16 per cent.

Average cost

The average cost for subacute separations in Round 20 was $13,911. The primary driver for the
cost per separation is the long length of stay for subacute separations, with the average being
13.0 days. Despite a reduction in ALOS of 0.3 per cent, the average cost increased by 5.4 per
cent in Round 20. This continues a trend observed from Round 18 to Round 19 in which ALOS
decreased by 2.4 per cent and average cost remained unchanged.

Table 25 summarises the ALOS and average cost by jurisdiction between Rounds 19 and 20.

Table 25. Round 19 and Round 20 admitted comparison, jurisdiction

Round 19 Round 20 Change

Jurisdiction Round 19 Round 20

ALOS Avg Cost ALOS Avg Cost ALOS Avg Cost ALOS Avg Cost

days ) days $) % % % %
NSW 11.9 11,810 11.9 11,952 -2.6 -0.5 0.7 1.2
Vic 18.6 15,190 18.5 16,043 -1.0 34 -0.6 5.6
Qld 10.6 12,330 10.6 13,205 -0.6 3.5 0.6 7.1
SA 8.3 9,002 8.2 9,916 -6.1 -6.2 -1.1 10.2
WA 154 20,299 16.1 22,710 -2.7 3.9 41 11.9
Tas 14.9 17,429 14.1 17,801 7.0 -2.6 -5.5 21
NT 18.1 29,016 19.0 33,893 -13.0 -16.6 5.0 16.8
ACT 13.3 16,510 11.5 16,103 -10.0 -20.8 -13.4 -2.5
National 13.0 13,193 13.0 13,911 -2.4 0.0 -0.3 54

Average cost per subacute episode increased by 5.4 per cent in Round 20. Across the
jurisdictions the relatively low numbers of separations can lead to volatility in the average cost.
However, the average cost for four of the five product types are within 19 per cent of the total
average cost, ranging from palliative care at $11,216 to GEM at $16,155.

The average cost increased for all product types except psychogeriatric, ranging from a three per
cent increase for GEM services to a seven per cent increase in the average cost of rehabilitation.
Following a substantial increase in Round 19, the average cost of psychogeriatric services
decreased eight per cent in Round 20.

Psychogeriatric is almost three times the total average cost at $33,862, primarily due to its long
ALOS at 23.7 days, which is almost double the national ALOS.

In Round 20, as in previous Rounds, only NSW reported palliative care data costed at the phase
level. In this report, the AN-SNAP table reports phase level information, whereas the remaining
subacute tables aggregate the NSW data to the separation level.

Appendix 25 shows the number and average cost of subacute phases/episodes by AN-SNAP
class.
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Cost bucket and line item costs

The increase in average cost per episode was primarily driven by increased reported expenditure
in on-costs, ward supplies, and depreciation. On-costs increased by 25.1 per cent or $265 per
episode to $1,320 per episode. Ward supplies increased by 21.9 per cent or $263 per episode to
$1,465. There were no significant or comparable reductions in costs in other line items.

Salaries and wages costs account for 67 per cent of subacute expenditure. The three largest line
items are all salaries and wages being Nursing, Other and Medical. Nursing was significantly
higher than the remaining line items, accounting for almost a third of all costs. On-costs is the
highest cost non-salaries and wages line item, accounting for 9.5 per cent of total costs, followed
by Goods & Services which account for 9.4 per cent of total(Appendix 27).

Table 26. Round 20 Subacute average cost per line item

Change in % of total

Line Item Round 19 Round 20 Round 19 to 20
($) % of total %) % oftotal  percentage point

Salary & Wages - Nursing 4,533 34.4 4,514 325 -1.9
Salary & Wages - Medical (non-VMO) 1,544 1.7 1,586 114 -0.3
Salary & Wages - Medical (VMO) 259 2.0 261 1.9 -0.1
Salary & Wages - Allied Health 1,438 10.9 1,416 10.2 -0.7
Salary & Wages - Other 1,597 121 1,595 115 -0.6
On-costs 1,055 8.0 1,320 9.5 1.5
Pathology 110 0.8 113 0.8 0.0
Imaging 32 0.2 31 0.2 0.0
Prostheses 9 01 9 0.1 0.0
Medical supplies 228 1.7 301 2.2 0.4
Goods and services 1,094 8.3 1,305 9.4 11
Pharmaceuticals - PBS 23 0.2 30 0.2 0.0
Pharmaceuticals - non-PBS 230 1.7 202 15 -0.3
Blood 3 0.0 13 0.1 0.1
Depreciation - building 288 22 380 27 0.5
Depreciation - equipment 51 04 83 0.6 0.2
Hotel 586 4.5 630 45 0.1
Corporate 54 04 69 0.5 0.1

Lease 41 0.3 40 0.3 0.0
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Table 27. Round 19 subacute average cost per cost bucket

Change in % of total

Cost Bucket Round 19 Round 20 Round 19 to 20
(%) %) % of total %) % oftotal  percentage point

Ward Medical 1,762 134 1,802 13.0 -0.4
Ward Nursing 4,495 341 4,466 32.1 -2.0
Allied Health 1,570 11.9 1,610 11.6 -0.3
Non Clinical 1,440 10.9 1,418 10.2 -0.7
On-costs 1,055 8.0 1,320 9.5 1.5
Pathology 138 1.0 157 11 0.1
Imaging 101 0.8 108 0.8 0.0
Prosthesis 9 0.1 9 0.1 0.0
Ward Supplies 1,202 9.1 1,465 10.5 14
Pharmacy 390 3.0 367 2.6 -0.3
Critical Care 9 0.1 14 0.1 0.0
Operating Room 30 0.2 24 0.2 -0.1
Special Procedure Suite 3 0.0 3 0.0 0.0
Emergency Department 23 0.2 15 0.1 -0.1
Hotel 586 4.4 630 45 0.1
Depreciation 379 2.9 503 3.6 0.7
Total 13,193 13,911

The high line item cost of salaries and wages translates in to the Ward Nursing cost bucket
holding 32.1 per cent of subacute costs (Table 27). The next three highest cost buckets consist
predominantly of Ward Medical, Allied Health and Ward Supplies. This is consistent across all
jurisdictions (Appendix 27).
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8. Other costed products

This chapter reports on a group of product types that are grouped together as ‘Other’, which
includes hospital boarders, posthumous organ procurement, teaching, training and research and
other.

Overview

The number of hospitals reporting Other data in Round 20 was 165, a decrease of 28 from
Round 19. Total expenditure submitted for other episodes increased 84 per cent in Round 20,
totalling 94.8 million. The increase in total expenditure is driven by a 32.8 million increase in
reported expenditure in research by the NT and ACT. Reported activity remained relatively
unchanged in Round 20, at just over 25,000 separations.

Table 28. Other product types summary, national

Product Type Round 19 Round 20 % Change
Hospitals (no.) 154 126 -18
Boarders Separations (no.) 24,706 24,351 -1
Expenditure ($ million) 1.1 7.2 -35
Average cost per separation ($) 448 296 -34
Hospitals (no.) 45 48 7
Organ Procurement Separations (no.) 196 295 51
Expenditure ($ million) 3.7 8.1 121
Average cost per separation ($) 18,828 27,586 47
Hospitals (no.) 2 4 100
Research Separations (no.) 7 126 1700
Expenditure ($ million) 15.6 48.4 211
Hospitals (no.) 1 2 100
Teaching Separations (no.) 34 85 150
Expenditure ($ million) 14.6 242 66
Hospitals (no.) 8 6 -25
Other Separations (no.) 358 441 23
Expenditure ($ million) 6.6 6.9 3
Average cost per separation ($) 18,539 15,566 -16
Hospitals (no.) 193 165 -15
Total Separations (no.) 25,301 25,298 0
Expenditure ($ million) 51.6 94.8 84

Organ procurement

Organ procurement costs from 48 hospitals were reported in Round 20, an increase of three
hospitals from Round 19. There were 295 costed episodes in Round 20, 99 more than in the
prior Round. National expenditure in Round 20 was $8.1 million, more than double the $3.7
million reported in Round 19. NSW and Northern Territory reported a combined $3.2 million of
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the increase in expenditure. The NT and ACT reported activity and expenditure for organ
procurement for the first time in Round 20.

The average cost for organ procurement episodes in Round 20 was $27,651, a 47 per cent
increase on the average reported cost per separation in Round 19. Northern Territory contributed
to this large increase in average cost per separation.

Table 29. Organ procurement average cost per separation by cost bucket, national

Change in % of total

Cost Bucket Round 19 Round 20 Round 19 to 20
(€))] % of total (%) % of total percentage point

Ward Medical 1,551 8.2 1,949 7.0 -1.2
Ward Nursing 4,678 24.8 6,908 25.0 0.1
Allied Health 214 1.1 249 0.9 -0.2
Non Clinical 81 04 1,055 3.8 34
On-costs 708 3.8 1,425 5.2 14
Pathology 780 4.1 3,509 12.7 8.5
Imaging 121 0.6 94 0.3 -0.3
Prosthesis 314 1.7 264 1.0 -0.7
Ward Supplies 1,397 74 2,439 8.8 14
Pharmacy 921 49 1,156 4.2 -0.7
Critical Care 2,122 11.3 2,467 8.9 -2.3
Operating Room 5,257 27.9 5,331 19.3 -8.6
Special Procedure Suite 28 0.1 40 0.1 0.0
Emergency Department 14 0.1 70 0.3 0.2
Hotel 291 1.5 310 11 -0.4
Depreciation 350 1.9 387 14 -0.5
Total 18,828 27,651

A breakdown of the total average cost, by cost bucket, indicates that ward nursing and operating
room account for almost half of the total average cost per separation.

Ward nursing and pathology contributed the most to the significant increase in average cost per
separation, increasing 48 per cent and 350 per cent respectively.

The distribution of expenditure across cost buckets continues to vary significantly between
Rounds, including a large increase in ward nursing and pathology expenditure. The largest
change in Round 20 was an 8.6 percent decrease in operating room expenditure as a
percentage of total average cost per separation, despite average expenditure on operating costs
remaining relatively unchanged.

Boarder costs

Boarder costs from 126 hospitals were reported in Round 20, a decrease of 28 hospitals from
Round 19. There were 24,351 costed episodes in Round 20, comparable to the number costed
in Round 19. Queensland and WA contribute the bulk of activity, collectively accounting for 93
per cent of episodes. Queensland reported 13,963 episodes, which represents 57 per cent of
national activity.
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National expenditure in Round 20 was $7.2 million, a 35 per cent decrease in expenditure
reported in Round 19. Queensland was the primary driver of this decrease reporting a decrease
in expenditure of 3.5 million in Round 20, roughly half of the expenditure reported in Round 19.

The average cost for Boarder episodes in Round 20 is $297, which is 34 per cent lower than
Round 19. This decrease was driven by Queensland, which reported a 54 per cent decrease in
average cost.
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