NON-INPATIENT AND COMMUNITY HEALTH
SERVICES

1 Thisworking paper describesthe expenses assessment for Non-inpatient and Community
Health Servicesand theresults. The development of the assessment method in the
2004 Review isdiscussed in Volume 4 of the 2004 Review Working Papers.

DESCRIPTION OF THE CATEGORY

2 The Non-inpatient and Community Health Services category comprisesexpenseson: the
administration, inspection, support and operation of community health services, community
mental health services, outpatient servicesand emergency departments. More specifically,
the category included expenseson:

J non-admitted patient servicesin acute careinstitutions — for example accident,
emergency and outreach services, outpatient, baby and dental clinics;

J domiciliary nursing services, and home nursing services not delivered as part of a
welfare oriented program;

o health services provided to aparticular community group, such as Indigenous people,
and alcohol and drug rehabilitation programs not invol ving admission; and

J other health services provided in acommunity setting.

3 The category a soincludes expenses on pharmaceutical s provided outside of hospitals, aids
and appliances used for health purposes and supplied in an ambulatory setting, glasses,
hearing aids and wheelchairs.

4 Table 1 showsthe gross average expensesfor thelast six financia years. In 2005-06, the
per capitaaverage expensefor thiscategory was $455.97. Thisrepresented 7.55 per cent of
total State average expenses. In 2005-06 user charges accounted for 3.51 per cent of average
expenses associ ated with thiscategory.
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Tablel Non-inpatient and Community Health Services, aver ageexpensesand user
char ges, 2000-2001 to 2005-06

2000-01 2001-02 2002-03 2003-04 2004-05 2005-06

Average expenses ($pc) 309.76 33491 36638 38866 42070 45597
% of total State average expenses 6.34 6.50 6.86 7.14 7.39 7.55
Average user charges ($pc) 14.01 15.78 18.69 19.03 16.65 16.00
% of average category expenses 4,52 471 5.10 4.90 3.96 351

ASSESSMENT METHOD

Description of the assessment

5 The Non-inpatient and Community Health Services assessment for the 2007 Update included
five components: fixed costs, emergency department services, outpatient services, community
health servicesand isolation.

6 The expenses assessment method for the 2007 Update was the same as for the 2004 Review:

o fixed costs and isol ation were assessed using the general methods (for more
information please refer to the working papers on I nput costs, Administrative scale and
I solation);

J the expensesfor emergency department serviceswere assessed by applying relevant
Australian average use and cost weights by age, gender, Indigeneity, income and
English fluency to State popul ations, and taking into account theimpact of private
service provision (the economic environment) in each State, the geographic distribution
of State populationsand relative State wage levels,

J the expensesfor outpatient serviceswere assessed by applying relevant Australian use
and cost weights by age, gender, Indigeneity, income and English fluency to State
populations, and taking into account theimpact of private service provision (the
economic environment) in each State, the geographic distribution of State populations
and relative State wage levels; and

J the expensesfor community health serviceswere assessed by applying relevant
Australian average use and cost weights by age, gender, Indigeneity, income and
English fluency to State popul ations, and taking into account theimpact of private
service provision (the economic environment) in each State, the use of ACT servicesby
New South Walesresidents, the geographic distribution of State populationsand
relative State wage levels.

Assessment structure

7 Table 2 summarises the assessment structure for the 2007 Update.



Table2

Non-inpatient and Community Health Services

2007 Update, 2005-06

Expensecomponent

Fixed costs

Emergency
department services

Outpatient services

Community health
services

Isolation

Component

0.23

23.92

36.88

38.87

0.10

weight
%

Factors

Input costs

Administrative scale

Dispersion

Economic
environment

Input costs

Socio-demographic
composition

Dispersion

Economic
environment

Input costs

Socio-demographic
composition

Economic

environment

Input costs

Socio-demographic
composition

Cross-border

Isolation

Non-inpatient and Community Health Services, assessment structurefor the

Basis of calculation

General method with weights of 80 per cent
for wages, 2 per cent for accommodation and
0.5 per cent for electricity.

General method.

General method, non-inpatient weights.

Based on assessed number of FTE general
practitioners required, given State population
profiles.

General method with weights of 60 per cent
for wages, 2 per cent for accommodation and
0.5 per cent for electricity.

Based on use and cost weights for age-sex,
Indigeneity, income, and English fluency.

General method, non-inpatient weights.

Based on assessed number of FTE general
practitioners required, given State population
profiles.

General method with weights of 60 per cent
for wages, 2 per cent for accommodation and
0.5 per cent for electricity.

Based on use and cost weights for age-sex,
Indigeneity, income and English fluency.

General method, non-inpatient weights.

Based on assessed number of FTE general
practitioners required, given State population
profiles.

Genera method with weights of 60 per cent
for wages, 2 per cent for accommodation and
0.5 per cent for electricity.

Based on use and cost weights for age-sex,
Indigeneity, income, English fluency and
remoteness.

Genera method.
Genera method.

8 The proportions of expenses affected by fixed costs and isolation were estimated using the
general methods.
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9 Component weightsfor the emergency department services, outpatient servicesand
community health services components reflected the contribution of the relevant expensesto
the category. These weightswere derived from State annual reports and budget documents.

CALCULATING THE CATEGORY FACTOR

10 Table 3 summarises the components, component weights and factors assessed for this
category for the 2007 Update. 1t showsthe calculation of the category factor for 2005-06.

11  Thecategory factor wascalculated asfollows:

category factor =  fixed costs + emergency department services +
outpatient services + community health services
+ isolation

where;

fixed costs = 0.0023 * [administrative scale * input costs]

Emergency = 0.2392 * [(socio-demographic composition +

department economic environment — 1) * (dispersion + input

services costs — 1)]

Outpatient =  0.3688 * [(socio-demographic composition +

services economic environment — 1) * (dispersion + input
costs—1)]

Community 0.3887 * [(socio-demographic composition +

healthservices economic environment — 1) * cross-border *
(dispersion + input costs— 1)]

Isolation = 0.0010 *[isolation factor]

12 Ineach case, the contributionsto the category factor were cal cul ated asthe expense
component weight multiplied by the factors (the bracketed termsin the formulas). Each
contribution to the category factor was then re-scaled to ensure that, for each of them, the sum
of assessed expenses equalled the sum of actual expenses.

13
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Table3 Non-inpatient and Community Health Services, derivation of category factor,
2007 Update, 2005-06

Factors NSW Vic Qld WA SA Tas ACT NT

Fixed costs (component weight = 0.23 %)

Administrative scale 0.37280 0.50120 0.63138 1.24808 1.63739 5.19987 7.74472 13.29541
Input costs 1.02885 0.99514 0.97511 0.98495 0.97832 0.96027 1.02142 1.02379
Component factor 0.38355 0.49876 0.61567 1.22930 1.60189 4.99329 7.91063 13.61167
A Wagtd comp factor 0.00090 0.00117 0.00144 0.00287 0.00374 0.01166 0.01848 0.03180

Emergency departments (component weight = 23.92 %)

Socio-demographic

composition 0.97993 0.96214 1.04949 1.02139 1.00402 1.09202 0.86920 1.37807
Economic environment  0.98566 0.99970 0.98755 1.03947 1.00071 1.04844 1.02697 1.17229
Dispersion 0.99931 0.98836 1.01490 1.00441 0.99378 0.98922 0.98038 1.07839
Input costs 1.02254 0.99590 0.98112 0.98853 0.98249 0.96833 1.01629 1.01849
Component factor 0.98669 0.94670 1.03291 1.05337 0.98089 1.09205 0.89318 1.70056

B Wgtd comp factor 0.23596 0.22639 0.24701 0.25190 0.23457 0.26115 0.21360 0.40667
Outpatient (component weight = 36.88 %)

Socio-demographic

composition 0.98632 0.97822 1.03109 0.99181 1.05464 1.11083 0.78088 1.13699
Economic environment  0.98566 0.99970 0.98755 1.03947 1.00071 1.04844 1.02697 1.17229
Dispersion 0.99931 0.98836 1.01490 1.00441 0.99378 0.98922 0.98038 1.07839
Input costs 1.02254 0.99590 0.98112 0.98853 0.98249 0.96833 1.01629 1.01849
Component factor 0.99322 0.96253 1.01458 1.02400 1.03031 1.11006 0.80515 1.43612

C Wgtd comp factor 0.36629 0.35497 0.37417 0.37764 0.37997 0.40938 0.29693 0.52963
Community health (component weight = 38.87 %)

Socio-demographic

composition 0.97291 0.91602 1.04827 1.06467 0.98292 1.02061 0.80177 2.77996
Economicenvironment  0.97132 0.99939 0.97510 1.07894 1.00142 1.09688 1.05394 1.34457
Cross border 0.99141 1.00000 1.00000 1.00000 1.00000 1.00000 1.17837 1.00000
Dispersion 0.99931 0.98836 1.01490 1.00441 0.99378 0.98922 0.98038 1.07839
Input costs 1.02254 0.99590 0.98112 0.98853 0.98249 0.96833 1.01629 1.01849
Component factor 0.95657 0.90100 1.01930 1.13554 0.96098 1.07005 1.00499 3.42725

D Wgtd comp factor 0.37126  0.34969 0.39561 0.44072 0.37297 0.41531 0.39005 1.33017

I solation (component weight = 0.1 %)

| solation 0.04030 0.07374 0.11575 1.86107 1.08664 2.90754 1.21355 58.91048
Component factor 0.04030 0.07374 0.11575 1.86107 1.08664 2.90754 1.21355 58.91048
E Wagtd comp factor 0.00004 0.00008 0.00012 0.00194 0.00113 0.00304 0.00127 0.06151
Category factor 0.97444 0.93230 1.01834 1.07508 0.99239 1.10054 0.92033 2.35979

Note: Component factor was rebased so that the average is 1.00000.
Category factor=(A +B +C+D +E).
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RESUL TSFOR 2005-06

14

Table 4 shows actual, average and assessed grossed expenses per capitaand the cost of
service provision for the assessment in 2005-06. The cost of service provisionratiois
equivalent to the category factor shownin Table 3.

15 Table 11 at the end of the Non-inpatient and Community Health Services section summarises
theresults of the assessment. It showsthe average, actual and assessed expensesfor each
Statefor al years of the 2007 Update.

Table4d Non-inpatient and Community Health Ser vices, assessment results, 2005-06

NSW  Vic Qld WA SA  Tas ACT NT Avg
$pc $pc $pc $pc $pc $pc $pc $pc $pc

Actual expenses 43750 367.58 424.72 589.07 566.44 701.15 591.85 908.47 455.97

Assessed expenses 444.32 425.10 464.34 490.21 45250 501.82 419.65 1076.00 455.97

Assessed cost of providing
services ratio (a)

% % % % % % % % %
9744 9323 101.83 107.51 99.24 110.05 92.03 235.98 100.00

@
Note:

16

The cost of service provision ratio is the ratio of assessed expenses to average category expenses per capita

ACT actua expenses may include municipal expenses.

Figure Lillustratesthe assessed, actual and average expensesfor Non-inpatient and
Community Health Servicesfor 2005-06. It showsthat the Northern Territory hasthe highest
assessed cost of providing non-inpatient and community health services, whilst the ACT has
the lowest assessed cost of providing non-inpatient and community health services.
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Figurel Non-inpatient and Community Health Services, expensesper capita—
assessed, actual and aver age, 2005-06
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A State’ s cost of service provisionistheratio of assessed expenses per capitato average
expenses per capita. The Northern Territory and to alesser extent Tasmania, Western
Australiaand Queens and respectively were assessed as having above average costsin
providing the average level of services. Table 5 showsanumber of indicatorsrelevant to the
use and cost of non-inpatient and community health services.

For the Northern Territory and Tasmaniathe cost of service provision ratiosreflected the
above average proportions of their populationswho used non-inpatient and community health
services moreintensively and who cost moreto treat. Thiswasin linewith the fact that
Tasmaniahad above average proportions of its population who were elderly or who had alow
income and the Northern Territory had above average proportion of its popul ation who were
Indigenous people.

TheNorthern Territory and Western Australiahad abel ow average private supply of non-
inpatient and community health services (reflected in their lower relative number of full time
equivalent general practitioners). Thismeant that there was agreater need to use public
services, in particular community health servicesand emergency departments. Their
dispersed popul ations and above average proportion of 1ndigenous people al so meant that
their popul ations were high users of community health services and were more expensive to
treat.

New South Wales, Victoria, South Australia, and the ACT had below average proportions of
populations who used non-inpatient and community health servicesintensively (such as
Indigenous people). For the ACT, thiswas offset to some extent by abelow average supply
of private health services.
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21  New South Walesand Victoria s per capitacostsfor providing head office serviceswere
below average. Thiswaslargely dueto the States' economies of scale.

22  South Australia sbelow average wagelevelsand its higher than average supply of private
health servicesled to it being assessed as needing to spend less than the average to provide
theaveragelevel of servicesespecially for community health services. South Australiadid
however have alarger proportion of elderly people who were more expensive users of
outpatient services.

Tableb5 Indicator srelevant to the use and cost of non-inpatient and community health
services®

NSW Vic Qld WA SA Tas ACT NT  Aust

State share of Australian
population — 2001
Census (%) 3384 2474 1879 9.80 7.76 242 1.64 1.01 100.00

Relative proportion of
population aged 65 years or
over® 104 104 093 088 117 110 067 030  1.00

Relative proportion of
population who are
Indigenous® 087 025 147 147 072 156 052 1218  1.00

Relative proportion of
population resident in
centresof 50 000 or moreé® 098 105 096 103 103 073 142 062 100

Relative proportion of
population resident in
remote areas® 055 005 156 270 108 023 000 1556  1.00

Relative proportion of
population with low

income™® 097 095 107 100 111 125 064 09 100
Relative average weekly
earnings®® 106 100 093 095 092 091 08 09 100

Relative number of full

time equivalent general

practitioners. 101 100 104 091 106 101 080 063  1.00

@ Each indicator is derived by comparing the proportion of each State's population in the relevant group with the
proportion of the Australian population in that group.

(b) Based on data from the 2001 Census of Population and Housing.

(© Based on private sector average weekly earnings for 2000. Thisis, however, not a good indicator of relative costs to
the States because it is affected by interstate differencesin workforce characteristics.

(d) Based on 2004-05 number of full time equivalent general practitioners published by the Department of Health &

Ageing, February 2006.

Contributionto GST revenuedistribution

23  Table 6 showsthe category’ s contribution to the distribution of GST revenue and health care
grants (hereafter described as GST revenue) implied by the 2007 Update. It also shows the
contributions of each factor and component to thetotal GST revenuedistribution.
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Differencesfrom an equal per capita assessment

24

25

26

27
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Compared to an equal per capita(EPC) assessment, Table 6 showsthat the 2007 Update
redistributed $258.0 millionin GST revenue.

The redistribution was away from New South Wales, Victoria, South Australian and the ACT
to Queensland, Western Australia, Tasmaniaand theNorthern Territory.

Table 6 indicates that the disabilities which had the biggest impact on the assessment were:

socio-demographi c composition, which recogni sed the differencein State population
characteristics, such asage, sex, English fluency, Indigeneity and socio-economic
status. These groups usethe servicesdifferentially and/or have different costs per
service. Population characteristics were the main drivers of the high needsfor
Queensland, Western Australia, Tasmaniaand theNorthern Territory;

input costs, which recogni sed the differences between Statesin the prices of labour,
accommodation, and electricity used in providing services, that arosefor reasons
beyond the control of individual States. New South Wales had higher than average
needsin input costs, and

economic environment, which recognised the differences between Statesintheir levels
of private service provision (given their population profile) and their need to provide
more public services. Western Australia, Tasmania, ACT and the Northern Territory
had higher than average needs dueto their economic environments.

To alesser extent:

dispersion, which recognised the differencesin per capitacostsof service provision
associated with the spread of population;

isolation, which recogni sed the additional costsincurred by the States, attributableto
the distances of the States from other State capitals and source of supply; and

administrative scal e, which recognised the unavoidabl e costs each Stateincurred to
havethe policy and administrativeinfrastructure necessary to provide the service,
regardless of the size of the task.

The category factorsreflected these disabilities. For example, the Northern Territory and
Queensland, which had above average proportions of their popul ationswhich used
non-inpatient and community health servicesintensively and which also cost moreto treat
(for example ahigh proportion of Indigenous people), were assessed to require ahigher
proportion of GST revenue.
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Table6 Non-inpatient and Community Health Services, contribution of assessment to
GST revenuedistribution, 2007 Update

Factor NSW Vic Qld WA SA Tas ACT NT Tota
redist'd
$m $m $m $m $m $m $m $m $m

Fixed costs
Administrative scale -5.0 -3.0 -1.7 0.6 11 24 2.6 3.0 9.7
Input costs 0.3 0.0 -0.1 0.0 -0.1 0.0 0.0 0.0 0.3
Component factor -4.9 -3.0 -1.8 0.6 11 2.3 2.6 31 9.7

Community health services
Socio-demographic

composition -329 -755 34.4 23.3 -4.7 18 -115 65.0 1245
Economic environment -31.9 -7.0 -49 249 -3.3 7.1 24 127 47.1
Cross-border -10.2 0.0 0.0 0.0 0.0 0.0 10.2 0.0 10.2
Dispersion -09 -105 10.7 16 -17 -0.9 -11 2.9 151
Input costs 30.8 -21  -16.8 -5.0 -5.9 -2.8 1.0 0.7 32.6
Component factor -479 -95.0 22.1 438 -15.7 4.6 -0.7 88.8 159.3

Outpatient services
Socio-demographic

composition -156 -185 21.1 -2.8 14.1 9.0 -120 4.7 49.0
Economic environment -15.1 -3.3 -2.3 11.8 -1.6 34 11 6.0 224
Dispersion -0.8 -9.9 10.1 15 -1.6 -09 -11 2.7 14.3
Input costs 29.3 -20 -15.9 -4.8 -5.6 -2.6 1.0 0.7 30.9
Component factor -29 -333 12.9 57 51 84 -110 15.3 47.3

Emer gency department services
Socio-demographic

composition -149 -20.9 21.8 4.7 0.7 4.9 -4.7 85 40.5
Economic environment -9.8 -2.2 -15 7.7 -1.0 2.2 0.7 39 14.5
Dispersion -0.5 -6.4 6.6 10 -1.0 -0.6 -0.7 18 9.3
Input costs 19.0 -1.3  -10.3 -3.1 -3.6 -1.7 0.6 0.4 20.0
Component factor -7.0 -30.6 16.2 10.1 -5.0 44 -4.0 15.8 46.6
I solation

Isolation -3.4 -2.5 -1.9 0.9 0.1 0.5 0.0 6.2 7.8
Component factor -34 -25 -1.9 0.9 0.1 0.5 0.0 6.2 7.8

Redistribution from EPC
resulting from the 2006
Update assessment -66.2 -164.3 475 611 -145 202 -13.0 129.2 258.0

Note: The redistribution due to the component factors includes the effect of interactions between factors. Therefore, the
component factor figure may not equal the sum of its factors' redistribution.

10
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CHANGESSINCE THE 2006 UPDATE

Summary of changes

29

30

Themain reasons for change were the upward revision of average expensesfor the category,
largely dueto therevisionsby Western Australiaand Victoria, and the growth of average
expenses per capita between 2000-01 and 2005-06 at afaster rate than the GST pool, which
was43.3%. These category effectsled to the GST redistribution increasing for those States
assessed to have above average per capita costs of providing non-inpatient and community
health services, namely Queensland, Western Australia, Tasmaniaand the Northern Territory,
and the GST redistribution decreasing for States assessed to have below average per capita
costs, namely New South Wales, Victoria, South Australiaand the ACT.

For Queensland and South Australia, these effectswere of fset by adecreaseinthe GST share
for Queensland and an increasein the GST sharefor South Australia, following the effect of
replacing 2000-01 full-time equivalent general practitioner (GP) numberswith 2005-06
numbers. The proportion of GP numbersincreased for Queensland over thistime, leading to
areductionin the need for State funded services, whilst for South Australiathe proportion of
GP numbers decreased, leading to an increase in the need for State funded services.

Effect of assessment on thedistribution of GST revenue

31

32

Table 7 showsthe distribution of GST revenue resulting from the assessmentsin the
2006 Update and the 2007 Update. It also shows the sources of the changes.

Changesin thedistribution of GST revenue between the 2006 Update and the 2007 Update
were brought about because the Commission:

. used revised financial datain the average expenses and other revised datain factor
calculationsfor the years 2000-01 to 2004-05; and

o replaced 2000-01 average expenses and factorswith those of 2005-06 to move forward
the five-year period on which GST revenue distribution wasbased. Moving thefive-
year period forward in thisway ensuresthe assessmentsreflect recent trendsin State
priorities on the services provided and recent trendsin State demographic, and
economic circumstances on therel ative costs of those services.

11



Non-inpatient and Community Health Services

Table7 Non-inpatient and community health services, effect of assessment on GST
revenuedistribution, 2006 Update to 2007 Update
. Total
NSW Vic Qd WA SA Tas ACT NT redist'd

$m $m $m $m $m $m $m $m $m
Redistribution from EPC
resulting from the 2006 Update
assessment (a) -53.7 -1534 495 543 -215 162 -126 1212 2411

Effect of revising category
averages and factors for 2000-01

to 2004-05
Category average -43 -125 4.1 44  -17 13 -11 9.8 19.6
Category factors -4.3 0.7 02 -02 4.3 18 -06 -18 7.0
Interactions -0.1  -01 04 -0.2 0.1 0.1 0.0 -0.2 0.6
Total -8.7 -119 4.7 4.0 2.7 32 -17 7.8 224

Effect of replacing 2000-01
category averages and factors
with those for 2005-06

Category average -12 31 12 11 -05 03 -03 24 5.0
Category factors 24 37 72 16 44 04 15 20 116
Interactions -0.2 03 -07 0.1 0.4 0.0 01 -02 11
Tota -38 10 -6.6 2.8 4.3 0.8 13 02 104

Redistribution from EPC
resulting from the 2007 Update

assessment (a) -66.2 -164.3 475 611 -145 202 -13.0 129.2 258.0
Total effect of revisions and
updating (b) -125 -109 -20 6.8 7.0 40 -04 8.0 25.8

@ Assuming same pool and a constant population.

(b) The total redistributed amount shows the change in the amount redistributed among the States between the
2006 Update and the 2007 Update. It does not necessarily equal the difference in the total redistribution from EPC
between the two inquiries.

33 Table 8 showsthe changesin GST revenue attributable to changesin each factor arising from
both revisions over the period 2000-01 to 2004-05 and replacing 2000-01 data with 2005-06

data.

12
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Table8 Non-inpatient and community health services, effect of assessment on GST
revenuedistribution by factor, 2006 Update to 2007 Update
. Total
NSW Vic Qd WA SA Tas ACT NT s
$m $m $m $m $m $m $m $m $m
Fixed costs

Administrative scale 0.3 0.1 0.0 0.0 0.0 -0.1 -0.1 -0.1 0.4
Input costs 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Community health services
Socio-demographic

composition -3.4 -7.0 3.2 2.0 -0.5 0.1 -1.2 6.9 12.2
Economic environment -3.3 1.8 -7.5 28 28 20 0.9 0.4 10.8
Cross-border -0.9 0.0 0.0 0.0 0.0 0.0 0.9 0.0 0.9
Dispersion -0.3 -1.0 0.9 0.1 -0.2 -0.1 -0.1 0.8 18
Input costs 0.0 -0.5 0.7 -0.3 0.5 -0.3 0.1 -0.2 13

Outpatient services
Saocio-demographic

composition -1.5 -1.7 21 -0.3 12 0.7 -11 0.5 45
Economic environment -1.6 0.9 -35 13 14 1.0 0.4 0.2 51
Dispersion -0.1 -0.9 0.9 0.1 -0.2 -0.1 -0.1 0.3 14
Input costs 0.0 -0.6 0.5 -0.2 0.6 -0.3 0.0 -0.1 12

Emergency department services
Socio-demographic

composition -15 -2.0 21 0.4 0.0 0.4 -04 0.9 3.8
Economic environment -1.0 0.6 -2.3 09 0.9 0.6 0.2 0.1 33
Dispersion -0.1 -0.6 0.6 0.1 -0.1 -0.1 -0.1 0.2 0.9
Input costs 0.0 -0.4 0.4 -0.2 04 -0.2 0.0 -0.1 0.8
I solation

Isolation 0.1 0.1 0.0 0.0 0.0 0.0 0.0 -0.1 0.2

34  Themain reasonsfor the changesin GST revenue distribution are asfollows.

Changesduetorevising aver age expensesand factor sfor year s2000-01 to 2004-05

35 Revising average expenses. Revising average expensesfor the category for 2000-01 to
2004- 05 redistributed $19.6 million. Therevision to average expenseswas upward overall
for thisperiod, largely dueto increasesfor Western Australiaand Victoria. Thisfollowed a
review of their GPC allocationsto better align expenditure on inpatients with expenditure on
non-inpatients and community health services.

36 Astherevisionto average expenseswas upward, the redistribution increased the GST revenue
required by States assessed to have above average per capita costs of providing non-inpatient
and community health services, namely Queensland, Western Australia, Tasmaniaand the
Northern Territory, and reduced that for States assessed to have bel ow average per capita
costs, namely New South Wales, Victoria, South Australiaand the ACT.

13
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Table 9 shows the average expenses and user chargesfor the six financial years of thisupdate
and those of the previous update.

Table9 Aver age expenses used in the 2006 and 2007 Updates
1999-2000 2000-01 2001-02 2002-03 2003-04 2004-05 2005-06
$pc $pc $pc $pc $pc $pc $pc
2007 Update 309.76 334.91 366.38 388.66 420.70 455.97

2006 Update 239.32 281.45 307.37 327.21 351.99 423.19

Difference - 28.3 275 39.2 36.7 -25 -

38

39

40

Revising category factors. Revising category factors for 2000-01 to 2004-05 redistributed
$7.0 million from New South Wales, Western Australia, ACT and the Northern Territory, to
Victoria, Queensland, South Australiaand Tasmania.

Revisionsto wagesinput cost datawas the main reason for adecreased share of the GST pool
for New South Wales.

More recent data on State full-time equivalent general practitioner (GP) numbersfor 2001-02
to 2003- 04 replaced the numbers used previously. GP numbers are used to signify the need
for State funded services. A higher numbers of GPs means alower need for State funded
services, whilst conversely, alower number of GPs means ahigher need for State funded
services. Compared to the earlier data, the proportion of GPswaslower for South Australia.
This effect, combined with higher wage costsled to South Australiareceiving an increased
share of the GST pool.

Changesin Statecircumstances — replacing 2000-01 with 2005-06 data

41

Table 10 showsthe actual expenses and assessed costs of service provision for 2000-01, the

year that drops out of the assessment period, and 2005-06, the year that comesin, for the
2007 Update assessment.

14
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Table10 Non-inpatient and community health, actual expensesand assessed cost of

providing services, 2000-01 and 2005-06

NSW Vic Qd WA SA Tas ACT NT  Avg

$pc $pc $pc $pc $pc $pc $pc $pc $pc

Actual expenses

2000-01 304.30 254.19 331.46 345.29 343.11 349.92 331.09 716.74 309.76
2005-06 437.50 367.58 424.72 589.07 566.44 701.15 591.85 908.47 455.97
% % % % % % % % %

Change between 2000-01 and

4377 4461 2814 7060 65.09 100.38 78.76 26.75 47.20

2005-06

$pc $pc $pc $pc $pc $pc $pc $pc $pc
Assessed expenses
2000-01 303.28 286.34 321.96 330.42 297.46 337.87 269.22 765.40 309.76
2005-06 44432 425.10 464.34 490.21 452.50 501.82 419.65 1076.00 455.97

% % % % % % % % %

Assessed cost of providing servicesratio
2000-01 9791 9244 103.94 106.67 96.03 109.07 86.91 247.09 100.00
2005-06 97.44 9323 101.83 107.51 99.24 110.05 92.03 235.98 100.00

Note: ACT actua expenses may include municipal expenses.

42  Replacingaverageexpenses. Replacing 2000-01 category average expenses with thosefor
2005- 06 redistributed of $5.0 million.

43  Thecategory average expensesincreased by 47.2 per cent, morethan theincreasein the pool
of 43.3 per cent. Thishad the effect of increasing the GST redistribution to those Stateswith
ahigher than average assessed cost of providing services, namely Queensland, Western
Australia, Tasmaniaand the Northern Territory, whilst decreasing the GST share for those
Stateswith alower than average assessed cost of providing services, namely New South
Wales, Victoria, South Australiaand the ACT.

44  Replacing category factors. Replacing 2000-01 category factorswith those for 2005-06 had
alarger effect on the GST revenue redistributionsthan for replacing the category average
expenses, redistributing $11.6 million.

45  Themost recent dataon FTE general practitioner (GP) numberswereincluded in the

assessment. Between 2000-01 and 2005-06, the proportions of GPsincreased for New South
Wales, Queensland and the Northern Territory, decreasing their need for State funded services
and leading to their having areduced GST share. The proportions of GPs decreased for
Victoria, Western Australia, South Australiaand the ACT, increasing their need for State
funded services and leading to their having an increased GST share.
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Non-inpatient and Community Health Services

Thisworking paper was prepared by the Expense — Health and Welfare section of the
Commonwealth Grants Commission. If you have any questions about its content please contact
Anthony Nicholson (02) 6229 8858 or anthony.nichol s@cgc.gov.au.

pr izt

Date: 23/2/07
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Tablell Assessment of expenses, Non-Inpatient and Community Health Services, 2007 Update

2001-02 2002-03 2003-04 2004-05 2005-06
Amount Per Capita Amount Per Capita Amount Per Capita Amount Per Capita Amount Per Capita
$m $ $m $ $m $ $m $ $m $
Aver age Expenses 334.91 366.38 388.66 420.70 455,97
New South Wales
Assessed difference - 37.853 -5.73 - 43.070 - 6.47 -51.614 -7.70 - 69.195 - 10.26 -79.248 - 11.65
Expenses - Assessed 2 175.291 329.18 2 396.867 359.92 2553431 380.96 2768.447 410.44 3021.711 444.32
Actual 2 189.440 331.32 2 423.091 363.85 2626.577 391.87 2 806.537 416.09 2975.328 437.50
Victoria
Assessed difference - 122.962 - 25.45 - 134.076 -27.45 - 134.207 -27.17 - 138.562 -27.74 - 156.155 -30.87
Expenses - Assessed 1 495.350 309.46 1655.776 338.94 1785.260 361.48 1962.676 392.96 2 150.350 425.10
Actual 1406.149 291.00 1 619.000 331.41 1 638.000 331.66 1717.262 343.82 1859.391 367.58
Queensland
Assessed difference 41.555 11.33 49.465 13.16 40.135 10.44 27.652 7.03 33.586 8.36
Expenses - Assessed 1270.350 346.23 1426.244 379.55 1534.834 399.09 1681.718 427.73 1864.527 464.34
Actual 1183.364 322.53 1 266.026 336.91 1 397.000 363.25 1425.838 362.65 1705.442 424.72
Western Australia
Assessed difference 40.986 21.42 40.220 20.77 46.907 23.88 60.460 30.31 69.543 34.23
Expenses - Assessed 681.912 356.32 749.708 387.15 810.435 412.53 899.553 451.01 995.783 490.21
Actual 737.000 385.11 848.000 437.91 900.000 458.12 1019.894 511.35 1 196.606 589.07
South Austraia
Assessed difference -17.621 -11.63 - 16.045 -10.54 - 13.015 -851 -5.828 -3.79 -5.374 -347
Expenses - Assessed 489.851 323.28 541.789 355.84 581.552 380.15 640.941 416.91 700.641 452,50
Actual 569.828 376.06 609.914 400.59 691.185 451.81 807.966 525.55 877.051 566.44
Tasmania
Assessed difference 11.894 25.19 14.996 31.59 17.871 37.22 20.396 42.13 22.351 45.84
Expenses - Assessed 170.030 360.10 188.931 397.97 204.494 425.87 224.053 462.83 244.669 501.82
Actual 176.000 372.74 180.000 379.16 202.865 422.48 379.194 783.31 341.856 701.15
Australian Capital Territory
Assessed difference -11.804 - 36.84 -10.909 -33.82 -9.431 -29.15 -10.780 -33.20 -11.892 -36.33
Expenses - Assessed 95.493 298.06 107.271 332.56 116.310 359.51 125.840 387.50 137.374 419.65
Actual 122.000 380.80 147.000 455.73 152.689 471.95 172.998 532.72 193.747 591.85
Northern Territory
Assessed difference 95.805 483.52 99.419 501.47 103.354 519.58 115.857 574.98 127.190 620.03
Expenses - Assessed 162.163 818.43 172.056 867.86 180.665 908.23 200.627 995.68 220.726 1 076.00
Actual 156.659 790.65 145.611 734.47 158.665 797.64 174.166 864.36 186.359 908.47

Note: ACT expenses may include municipal expenses. Refer to Attachment A of the 2007 Update, Relative Fiscal Capacity of Sates for how these figures are compiled.
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