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Australian Government

Department of Health and Ageing

SECRETARY

TheHonAlex SomlyayMP
Chair
HouseofRepresentativesStandingCommitteeon Healthand Ageing
PG Box 6021
ParliamentHouse
CanberraACT 2600

DearMr Somlyay

I amwriting in responseto your letterof 15 August2006,askingfor informationon the
relativepublic hospitalfundingby StatesandTerritories.

TheCommonwealthGrantsCommission(CGC)publishesdatathat canbeusedto compare
relativerecurrenthealthexpenditureacrossStatesandTerritories. Themostrecentdataare
publishedin theReportof StateRevenueSharingRelativities2006Update,andits working
papers.

For eachStateand Territory, theCGCestimatesthecostofprovidingtheAustralianaverage
level of services.This ‘standardisedexpenditure’adjustsfor theCGC’s assessmentof the
impactofcostanddemandfactorsbeyondStates’policy control.

In the inpatientservicescategory,for example,theCGCadjustsfor Statedifferencesin
administrativescale,inputcostsandthesociodemographiccompositionofanddispersionof
theState’spopulation.The differencesbetweenassessedexpenditureand actualexpenditure
canbeusedasan indicatorofunderorover funding relativeto theCGC’s assessmentofthe
costofprovidingtheaveragelevel ofservices.High or low expenditurecouldresultfrom
higheror lower efficiency(relativeto otherStatesandTerritories)ortheprovisionofmoreor
lessthantheaveragelevel ofservicesin accordancewith Statepoliciesandbudgetpriorities.
Differencesmay alsobedueto problemswith dataon actualexpendituresor datausedin
CGCassessments.

Theassessedlevel of expenditureperpersonto providetheaveragelevel ofservicesandthe
actuallevel of expenditurein 2004-05for inpatientservicesis shownbelow(Table1).
Assessmentresultsarealsoprovidedfor thenon-inpatientandcommunityhealthservices
category(Table2) assomeoftheseservicesareprovidedin hospitalsormaybesubstitutable
for hospitalbasedservices.AustralianGovernmentpaymentsto StatesundertheAustralian
HealthCareAgreements(AHCA) andotherspecificpurposefunding agreementsare
includedin theactualdata.
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Table1: In-patientservices,assessmentresults,2004-2005— ($percapita)

NSW VIC QLD WA SA TAS ACT NT Avg.
Actual $ per
capita

858.45 912.56 645.24 797.04 1031.64 639.34 735.71 1233.86 834.04

Assessed$
percapita

839.83 797.09 838.58 815.06 906.93 863.09 653.88 1320.87 834.04

Ratio of
actualto
assessed

1.02 1.14 0.77 0.98 1.14 0.74 1.13 0.93 1.00

Table2: Non-InpatientandCommunityHealthServices,assessmentresults,2004-2005($ percapita)

NSW VIC QLD WA SA TAS ACT NT Avg.
Actual$per
capita

415.09 342.59 384.02 514.96 510.31 794.20 528.75 810.02 423.19

Assessed$ per
capita

415.09 393.80 434.56 450.52 409.44 456.23 394.41 1004.94 423.19

Ratio ofactual
to assessed

1.00 0.87 0.88 1.14 1.25 1.74 1.34 0.81 1.00

Source: Reporton StateSharingRelativities2006Update. WorkingPapers2000-2001to 2004-05.

TheCGCmakessimilar assessmentsacrossall recurrentbudgetexpenditureandrevenue
categories.TheseassessmentsultimatelydeterminetheStateby Statedistributionofthepool
ofGST revenue.In this process,thebulk of fundspaidto eachStateandTerritoryunderthe
AustralianHealthCareAgreements(AHCAs) arealsoredistributedto matchtheCGCs
assessmentof eachStateandTerritory’s needfor generalrevenueassistance.

I trust this informationhasbeenofassistance.

Yourssincerely

< (

JaneHalton

Secretary

L~ September2006


