3 Public hospital establishments

Introduction

This chapter describes the public hospital sector in terms of the number of hospitals,
availability of hospital beds, staff employed and specialised services provided. This chapter
also provides information on public hospital expenditure and revenue. The main source of
data is the National Public Hospital Establishments Database. Data on specialised services,
expenditure, staffing and revenue for some small hospitals in Tasmania were incomplete.

Hospital size

Table 3.1 presents information on the distribution of hospitals by their size, which has been
determined by the number of available beds. There were more small sized hospitals,
particularly in those jurisdictions that cover large geographic areas. The majority of beds
were in larger hospitals and in more densely populated areas. Although 71% of hospitals
had fewer than 50 beds, these small hospitals had only 20% of available beds. The largest
hospital had 809 beds and the median hospital size was 26 beds.

Further detail about the characteristics and numbers of public hospitals is included in
Appendix 4 and, by public hospital peer group, in Tables 4.2 and 4.3.

Regional distribution of beds

The Remoteness Area classification is used in Table 3.2 to present the regional distribution of
public hospitals and beds. Information on the number of available beds per 1,000 population
is also provided as a comparative measure across states and territories. Information on the
Remoteness Area classification is included in Appendix 3.

Nationally, there were 2.7 public hospital beds per 1,000 population. The ratio of public
hospital beds in an area to the population resident in the area ranged from 2.1 beds per 1,000
population in the Australian Capital Territory to 3.3 beds per 1,000 population in South
Australia.

On a regional basis, the ratio of public hospital beds in an area to the population resident in
the area ranged from 2.4 beds per 1,000 population nationally in major cities, to 2.9 beds per
1,000 population in regional areas and 5.1 beds per 1,000 population in remote and very
remote areas. In contrast, there were fewer private hospital beds outside of the major cities
(AIHW: Strong et al. 1998). There is not an exact geographic fit between population
distribution and the distribution of hospital services. Hospitals based in central locations can
also serve patients who reside in other areas of a state or territory or in other jurisdictions.

The higher rates of beds in regional and remote areas reflects factors such as the lower
numbers of medical practitioners per 1,000 population in areas outside of the major cities
(AIHW 2002c). This difference in the supply of beds is reflected by utilisation rates for each
hospital sector (see Figures 7.8 and 7.9 and Tables 4.7, 4.9 and 7.12).
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Specialised services

Data relating to the availability of specialised services (such as obstetric/ maternity services,
intensive care units, cancer treatment centres and organ transplant services) for all states and
territories are presented in Table 3.3. By far, the most common specialised services offered
by hospitals were domiciliary care services and services provided by obstetric/ maternity
and nursing home care units. By contrast, acute spinal cord injury units and pancreas, heart
and liver transplant services were provided by only a few hospitals, reflecting the highly
specialised nature of those services.

Data on specialised services were not available for a few hospitals so the services may be
under-enumerated.

The existence of a specialised unit does not necessarily imply the delivery of large numbers
of services in that unit. For example, there are some regional and remote hospitals that
report having an obstetric unit and reported less than one delivery a week on average to the
National Hospital Morbidity Database. There are also a few hospitals that report not having
an obstetric unit, that reported two or more deliveries a day. For information on service-
related definitions of specialised services see Appendix 5 on Service Related Groups.

Staffing

Information on the number of full-time equivalent staff employed in public hospitals by
state and territory is presented in Table 3.4, as the average available staff for the year. The
collection of data by staffing category is not consistent among states and territories — for
some jurisdictions, best estimates are reported for some staffing categories. New South
Wales was unable to provide information for each nurse category, although data on total
nurse numbers are provided.

Nationally, 192,187 full-time equivalent staff were employed in the public hospital sector in
2001-02. Nurses constituted 44% (84,265) of public hospital staff; registered nurses were the
largest group in those states and territories that reported a breakdown of the nursing
categories.

There were 18,628 salaried medical officers employed in public hospitals throughout
Australia, representing 10% of the public hospital labour force. Information on numbers of
visiting medical officers (VMOs), who are contracted by hospitals to provide services to
public patients and paid on a sessional or fee-for-service basis in public hospitals, is not
available due to problems in the collection of systematic data on the hours, sessions and/or
services provided by VMOs in many hospitals. (See Table 3.5 for data on payments to
VMOs.)

Variation in some staffing categories (in particular, Other personal care staff and Domestic and
other staff) is most likely due to different reporting practices within the states. Queensland, in
particular, has noted that there is little difference between these categories, and that an
employee may perform different functions within these two categories on different days.
South Australia, Tasmania, Victoria and New South Wales did not provide data on Other
personal care staff and these staff are included in the Diagnostic and allied health and Domestic
and other staffing categories.

There has been an increase in the outsourcing of services with a large labour-related
component (e.g. food services and domestic services). Increased outsourcing may explain
some of the decline in full-time equivalent staff in some staffing categories and also some of
the differences between the states and territories.
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Recurrent expenditure

Nationally, recurrent expenditure by public acute and psychiatric hospitals was $16,848
million in 2001-02. Information on gross recurrent expenditure, categorised into salary and
non-salary expenditure, is presented in Table 3.5.

There was an increase in expenditure of 8.4% ($1,303 million) in current prices between
2000-01 and 2001-02. In constant prices (referenced to 2000-01), national expenditure was
$16,321 million in 2001-02, and represented a real increase in expenditure of 5.0% over 2000-
01.

The largest contributor to these increases was an increase in recurrent expenditure of $477
million (current prices) by Victoria, which included $310 million increase for salaries and
wages expenditure —$170 million for nurses. This increase also includes an amount of $41
million expended by the Victorian Department of Human Services on insurance premiums
for public hospitals, which was included in Victoria’s expenditure data for the first time this
year.

The largest share of expenditure for 2001-02 was for salary payments. Even when payments
to VMOs and payments for outsourced services, which include large labour components, are
excluded, salary payments accounted for 63% of the $16.8 billion spent within the public
hospital system. Salary payments include salaries and wages, payments to staff on paid
leave, workers’ compensation leave and salaries paid to contract staff where the contract
was for the supply of labour and where full-time equivalent staffing data are available.

Medical and surgical supplies (which include consumable supplies only and not equipment
purchases), administrative expenses and drug supplies were the major non-salary expenses
for public hospitals nationally. Queensland has included payments for pathology provided

by the state-wide pathology services.

Depreciation has also been reported in Table 3.5, with Victoria reporting depreciation for the
first time. The data show that there is variation between states and territories in reporting,
ranging from 6.3% of total expenditure in Queensland to 3.4% in Victoria and Western
Australia. It is anticipated that comparable data on depreciation will become increasingly
available.

Revenue

Public hospital revenue from patients and other sources (excluding general revenue
payments received from state or territory governments) is reported in Table 3.6. In this table,
states and territories have reported revenue against three categories: Patient revenue,
Recoveries (income from the use of hospital facilities by salaried medical officers or private
practitioners exercising their rights of private practice, and other recoveries), and Other
revenue (such as from charities). In data reported for Queensland, Patient revenue includes
revenue for items such as pharmacy and ambulance, which could be considered as
Recoveries.

Australian public hospitals received $1.53 billion in revenue in 2001-02. This was equivalent
to 9.1% of total recurrent expenditure (excluding depreciation). Revenue as a proportion of
total expenditure was, however, variable across states and territories. Public hospital
revenue in Tasmania represented 13% of expenditure, whereas public hospital revenues in
Queensland and South Australia represented less than 5% of expenditure.
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There is some variation among the states and territories in the treatment of revenue data. For
example, Victoria’s Other revenue includes Commonwealth grants. In contrast, the Northern
Territory does not include Commonwealth grants in its revenue figures, although they were
included in 2000-01 (and hence the Northern Territory’s reported revenue fell from around
$20 million in 2000-01 to around $14 million in 2001-02). In 2000-01 some New South Wales
state operating subsidy was inadvertently included in Other revenue ($202 million). This has
been corrected in the time series data in Table 2.1.

There is also some inconsistency in the treatment of income from asset sales. Western
Australia netted out asset sales in their capital expenditure accounts, and South Australia
netted out land sales in their capital expenditure accounts and reported sales from other
surplus goods in the revenue figures. Both the Australian Capital Territory and the Northern
Territory reported revenue from asset disposal as part of Other revenue. Victoria and
Queensland account for asset sales in their capital expenditure accounts. The income from
asset disposal (apart from major assets such as land, buildings and some motor vehicles) is
usually not very significant as capital assets are generally retained until they are either worn
out or obsolete, making their residual value comparatively small. Sometimes there is even a
net cost incurred in disposing of an asset.

Notes on financial data

Expenditure reported in Table 3.5 is largely expenditure by hospitals and not necessarily all
expenditure on hospital services by the state or territory government. Revenue reported in
Table 3.6 is largely revenue received by individual hospitals, and does not necessarily
include all revenue received by the state or territory goverment for provision of hospital
services.

For example, for some states and territories, expenditure on services purchased by the state
or territory government from private hospitals is not included in Table 3.5. New South
Wales, for example, has reported that, in 2001-02, the state government spent $74.8 million
on services purchased from two private hospitals, and this amount is not included in Table
3.5. Expenditure by state and territory governments on their residents treated as public
patients in other jurisdictions is also not identified in Table 3.5 for the purchasing
jurisdiction. It would be largely reflected as expenditure in other jurisdictions' columns in
Table 3.5, but would not be included in Table 3.6, which excludes general revenue payments
from the state and territory governments. In relation to these 'cross-border flows', New
South Wales, for example, reported $88.4 million as expenditure on New South Wales
residents treated as public patients in other jurisdictions, and $1.7 million as revenue for
treatment of residents of other jurisdictions as public patients in its hospital system (a net
$86.7 million outflow).

Financial data reported from the National Public Hospital Establishments Database are not
comparable with data reported in the Institute’s annual publication Health Expenditure
Australia (AIHW 2002d). For the latter, trust fund expenditure is included (whereas it is not
generally included in the data here), and hospital expenditure may be defined to cover
activity not covered by this data collection.

Capital formation expenditure is not reported in this publication. Not all jurisdictions were
able to report using the National Health Data Dictionary (NHDD) (NHDC 2001) categories.
There remains more developmental work to be carried out in the area of capital and
expenditure reporting in the capacity of the states to report as specified in the NHDD.
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It should also be noted that, because some states and territories have not fully implemented
accrual accounting procedures and systems, expenditure and revenue presented in the
current report are mixtures of expenditure/ payments and revenue/receipts, respectively.
Depreciation represents a significant portion of expenditure and has been excluded from
expenditure totals to ensure comparability across jurisdictions.
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