	
	


	
	



F
AIHW health expenditure method and parameters
The Australian Institute of Health and Welfare (AIHW) has reported estimates of expenditure on direct health services for Aboriginal and Torres Strait Islander people since 1998. Subsequent reports focus on more recent data and incorporate further refinement and development to the AIHW method.

The AIHW method is similar to the Indigenous Expenditure Report method, but is calculated at a greater level of detail. The Steering Committee for the Review of Government Service Provision acknowledges that leveraging off the AIHW work will contribute to estimates that are more reliable, and that can be compared (at a high level) with those in the AIHW report series. It will also minimise duplication of effort.

An overview of the AIHW method and how it has been adapted to provide information for the Indigenous Expenditure Report is provided in section F.1. The service use measures, under‑identification and cost differential factors that were provided by the AIHW for the 2012 Indigenous Expenditure Report health expenditure estimates are presented in section F.2.

F.1
Applying the AIHW method

The AIHW provided the Steering Committee for the Review of Government Service Provision with service use, under‑identification, and cost differential information for the Australian, State and Territory governments by Government Purpose Classification (GPC). These parameters were estimated by the AIHW using information collected for the Expenditure on Health for Aboriginal and Torres Strait Islander people, 2008‑09 report (AIHW Cat. no. HWE 53). The AIHW does not publish ACT ‘Hospital services’ data due to concerns regarding accounting for cross border flows between NSW and the ACT.

Service use measures

The general method used by the AIHW to estimate Indigenous service use for each of the health expenditure categories is:

· admitted patient services — the Hospital Morbidity Cost Model is used to calculate estimates for admitted patient expenditure in each jurisdiction. The model makes adjustments to estimated expenditure in each Diagnostic Related Group for length of stay, the specific costs of the hospital where services are provided and for Indigenous specific costs

· non‑admitted patient services — the method for estimating Indigenous expenditure varies between jurisdictions:

· NSW, Queensland, SA, Tasmania and ACT — the Indigenous share of admitted patient services (as obtained from the Hospital Morbidity Cost Model), plus a 10 per cent adjustment factor, is used. The adjustment factor was calculated after examining the Indigenous non‑admitted patient proportions (compared to the Indigenous admitted patient proportions) from available surveys in different states in different years

· Victoria and WA — Indigenous emergency department presentations (as obtained from the jurisdictions) is used

· NT — Indigenous non‑admitted patient services expenditure as estimated by the NT is used without adjustment.

· Medicare and the Pharmaceutical Benefits Scheme (PBS) — Medicare Voluntary Indigenous Identifier (VII) data are used for these Australian Government programs. Fees and benefits paid to Indigenous patients registered with the VII are multiplied by scaled‑up factors

· other health expenditure — for all other expenditure categories jurisdictions have provided their own estimates of Indigenous expenditure in consultation with the AIHW. These estimates are generally based on the available administrative data for the health programs in question.

The service use factors used for the calculation of health expenditure are unique to the AIHW methodology, and differ from the treatment of service use data in all other expenditure categories of the Indigenous Expenditure Report. In particular, the AIHW service use measures incorporate some aspects of service delivery cost differential (such as location and case-mix), which could not be separately identified for the Indigenous Expenditure Report. 
Under‑identification factor

The AIHW method calculates the under-identification factor to account for Indigenous service users who are not identified as Indigenous in the database. 

The Hospital Morbidity Cost Model applies state and regional under‑identification factors to Indigenous separations by state and region. Due to concerns regarding recording of Indigenous status in Tasmanian hospitals the 2008-09 expenditure estimates on ‘Hospital services’ in Tasmania are unadjusted.
Under‑identification factors have been applied to the Medicare VII data to adjust expenditure for medical services (including general practitioners, specialists, pathology and imaging) based on the percentages of VII coverage — disaggregated by sex, state, territory, and age group.
The under‑identification factors used for the calculation of health expenditure are unique to the AIHW’s methodology, and differ from the treatment of under‑identification data in all other expenditure categories of the Indigenous Expenditure Report.
Cost differential

A cost differential is applied to expenditure estimates to reflect the extent to which the cost of providing services to Indigenous and non‑Indigenous Australians varies. However, as discussed for service use, the AIHW method includes many of the calculations for cost differential as part of the service use estimate. 

For the Hospital Morbidity Cost Model it is only the co‑morbidity costs (estimated at 5 per cent extra) that are separately identified as an identifiable cost differential. 

The cost differential used for the calculation of health expenditure is unique to the AIHW methodology, and differs from the treatment of cost-differential data in all other expenditure categories of the Indigenous Expenditure Report.

F.2
AIHW health expenditure method and parameters
The following tables contain the 2008‑09 service use measure, under‑identification, and cost differential information relating to Indigenous Australians that were provided by the AIHW for the 2012 Indigenous Expenditure Report. 

Table F.1
Service use measures (Indigenous ‘service use’ share) 
	
GPC subgroup
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	ACT
	NT
	Aust
Govt

	Hospital services

	Admitted patient services 
	3.13
	0.96
	6.82
	8.44
	3.66
	2.52
	1.89
	52.71
	5.33

	Non‑admitted patient services 
	3.44
	1.12
	7.51
	10.77
	4.57
	2.77
	2.08
	51.80
	..

	Mental health institutions 
	3.13
	0.96
	6.82
	8.44
	3.66
	2.52
	..
	52.71
	..

	Public and community health services (excluding subsidies)

	Public health services
	3.47
	2.99
	5.17
	3.07
	2.66
	3.67
	1.45
	70.78
	3.21

	Community health services

	Community mental health inst.
	2.93
	2.87
	9.13
	3.38
	5.40
	3.65
	..
	45.54
	..

	Patient transport
	3.42
	0.66
	8.86
	13.43
	5.57
	2.51
	1.90
	55.84
	17.37

	Other community health services

	Other health practitioners
	..
	..
	..
	..
	..
	..
	..
	..
	1.13

	Community health
	8.42
	4.14
	9.07
	7.07
	9.82
	4.66
	4.63
	67.42
	53.18

	Dental services
	10.14
	0.98
	4.71
	3.21
	4.32
	0.42
	1.30
	40.86
	1.30

	Health care subsidies and support services 

	Health service subsidies

	Medical services subsidies
	..
	..
	..
	..
	..
	..
	..
	..
	1.48

	Private health insurance subsidies
	..
	..
	..
	..
	..
	..
	..
	..
	0.37

	Pharmaceuticals, medical aids and appliances

	Benefit-paid pharmaceuticals
	..
	..
	..
	..
	..
	..
	..
	..
	1.88

	Other medications
	..
	..
	..
	..
	..
	..
	..
	..
	1.44

	Aids and appliances
	..
	..
	..
	..
	..
	..
	..
	..
	1.37

	Research and administration
	
	
	
	
	
	
	
	
	

	Health research 
	2.10
	1.93
	3.64
	3.35
	4.72
	..
	1.94
	67.02
	2.51

	General health administration
	..
	..
	7.56
	3.20
	2.24
	..
	..
	..
	2.68


Source: AIHW estimates (unpublished) 
Table F.2
Under‑identification factors

	
GPC subgroup
	NSW
	Vic
	Qld
	WA
	SA
	Tasa
	ACT
	NT
	Aust
Govt

	Hospital services

	Admitted patient services 
	1.13
	1.20
	1.12
	1.03
	1.21
	1.00
	1.70
	1.02
	..

	Non‑admitted patient services 
	1.13
	1.20
	1.12
	1.03
	1.21
	1.00
	1.70
	1.02
	..

	Mental health institutions 
	1.13
	1.20
	1.12
	1.03
	1.21
	1.00
	..
	1.02
	..

	Public and community health services (excluding subsidies)

	Public health services
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Community health services
	
	
	
	
	
	
	
	
	

	Community mental health inst.
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	..
	1.00
	..

	Patient transport
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Other community health services

	Other health practitioners
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Community health
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Dental services
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Health care subsidies and support services 

	Health service subsidies

	Medical services subsidies
	..
	..
	..
	..
	..
	..
	..
	..
	2.26

	Private health insurance subsidies
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Pharmaceuticals, medical aids and appliances

	Benefit-paid pharmaceuticals
	..
	..
	..
	..
	..
	..
	..
	..
	2.26

	Other medications
	..
	..
	..
	..
	..
	..
	..
	..
	2.26

	Aids and appliances
	..
	..
	..
	..
	..
	..
	..
	..
	2.26

	Research and administration
	
	
	
	
	
	
	
	
	

	Health research 
	1.00
	1.00
	1.00
	1.00
	1.00
	..
	1.00
	1.00
	1.00

	General health administration
	..
	..
	1.00
	1.00
	1.00
	..
	..
	..
	1.00


aThere are no reliable estimates of under-identification in Tasmanian hospitals for 2008-09. 

Source: AIHW estimates (unpublished)  
Table F.3
Cost differential factors 
	
GPC subgroup
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	ACT
	NT
	Aust
Govt

	Hospital services

	Admitted patient services 
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05

	Non‑admitted patient services 
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	..

	Mental health institutions 
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	1.05
	..

	Public and community health services (excluding subsidies)

	Public health services
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Community health services

	Community mental health inst.
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	..
	1.00
	..

	Patient transport
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Other community health services

	Other health practitioners
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Community health
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Dental services
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00
	1.00

	Health care subsidies and support services 

	Health service subsidies

	Medical services subsidies
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Private health insurance subsidies
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Pharmaceuticals, medical aids and appliances

	Benefit-paid pharmaceuticals
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Other medications
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Aids and appliances
	..
	..
	..
	..
	..
	..
	..
	..
	1.00

	Research and administration
	
	
	
	
	
	
	
	
	

	Health research 
	1.00
	1.00
	1.00
	1.00
	1.00
	..
	1.00
	1.00
	1.00

	General health administration
	..
	..
	1.00
	1.00
	1.00
	..
	..
	..
	1.00


Source: AIHW estimates (unpublished) 
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