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This bulletin is the thirteenth in the
current series of Health
Expenditure Bulletins produced by
the Australian Institute of Health
and Welfare. It provides estimates
of total health services expenditure
in Australia, at the aggregate level;
on a per person basis; and by
source of funds, for the period from
1989-90 to 1995-96. It also provides
detailed information, by area of
expenditure (e.g. hospitals,
medical, dental, etc.), for each year
up to 1994-95.

Total expenditure on health
services in 1995-96 was

$41,742 million. This represented a
rate of increase in total health
services expenditure between
1994-95 and 1995-96 of 7.3% at
current prices and 5.3% at constant
prices.

Estimated health services
expenditure as a proportion of
Gross Domestic Product (GDP)
remained at 8.5% in 1995-96, the
same level as in 1993-94 and
1994-95.

In terms of per person expenditure,
health services accounted for an
average of $2,294 in 1995-96—this
was an increase of $126 per person
on 1994-95.

The proportion of recurrent
expenditure on private hospitals
and pharmaceuticals increased
between 1993-94 and 1994-95.

Health services
expenditure and
health
expenditure

Total health services expenditure
refers to the national aggregate of
all expenditures on health services.
Howvever, it does not include many
forms of expenditure by non-health
sectors. For example it does not
include expenditure on the
production of more nutritious
foods; and road safety—all of
which could legitimately be
regarded as expenditures that are
partly directed towards improving
or maintaining the health of
individuals. To that extent, health
services expenditure underestimates
the magnitude of total national
expenditure on health.
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Highlights

. Total health services
expenditure in 1995-96 was
8.5% of GDP, for the third
successive year.

. In current dollar terms,
Australians spent just under
$42 billion, or an average of
about $2,300 per person on
health services in 1995-96.

. Expenditure on health
services grew at an average
rate of 3.8% between
198990 and 1995-96.

. The Commonwealth
Government's expenditure on
health services grew at an
annual average of 5.0% per
year between 1989-90 and
1995-96. Expenditure
funded by State and Territory
Governments and by local
governments grew by an
average 1.6% per year over
the same period.

. In the two years 1994-95 and
1995-96, total expenditure
funded by State, Territory and
local governments grew
much faster than previously
(7.3% in 199495 and 6.4%
in 1995-96).

. Expenditure funded by the
non-government sector
accounted for just under one
third (32.3%) of total health
services expenditure in
1995-96.

. Of the major areas of

expenditure,
pharmaceuticals and private
hospitals had the fastest
growth between 1989-90 and
1994-95. Expenditure on
pharmaceuticals grew at an
average of 8.0% per year,
while private hospitals had a
growth of 8.3% per year.
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Between 1989-90 and 1995-96, real
expenditure on health services in
Australia increased by 25.0%, at an
average annual rate of 3.8%

(Table 1).

The real rates of growth in 1994-95
and 1995-96—15.1% and 5.3%
respectively—were higher than the
average annual growth of 3.1% for
the period 1989-90 to 1993-94.
However, they were comparable to
the average growth of 5.0% during
the 1980s (see Health Expenditure
Bulletin No.12).

Growth in health services
expenditure in 1996-97 is
anticipated to be lower than in
1995-96. Based on preliminary
figures, State and Territory
Government expenditure for
1996-97 is expected to show further
substantial growth in 1996-97. This
is likely to be offset by a lower
growth in Commonwealth
Government expenditure. The
Commonwealth Government’s real
expenditure growth is expected to
be only about 0.5% in 1996-97,
compared with 6.4% in 1995-96.
This curtailment of growth in the
Commonwealth’s outlays is due to
lower growth in medical, dental
and pharmaceutical services during
1996-97, compared with previous
years.

Health services
expenditure per
person

Health services expenditure per
person in 1995-96 was $2,294
(Table 2)—an increase of $126
(6.5%) in current prices on the
1994-95 level. Real health services
expenditure per person rose in
1995-96, by 4.0%.

As in the case of growth in total
health services expenditure, the
real rate of growth between
1994-95 and 1995-96 (4.0%) was
higher than the average rate that
had applied from 1989-90 to
1994-95 (2.3%).

Health services
expenditure and
gross domestic
product

For the third consecutive year,
health services expenditure, as a
percentage of GDP, was 8.5% in
1995-96 (Table 3). This maintained
the near stability in health services
expenditure to GDP ratio that had
prevailed since 1991-92. This
relative stability followed two years
of increase in the health to GDP
ratio between 1989-90 and 1991-92.
The increase between 1989-90 and
1991-92 had been largely the result

Table 1: Total health services expenditure, current and constant (average
1989-90) prices®, and annual growth rates, 1989-90 to 1995-96

Amount Growth rate over

previous year (%)
Current  Constant Current  Constant
1989-90 28,874 28,874 . .
1990-91 31,316 29,474 8.5 2.1
1991-92 33,213 30,372 6.1 3.0
1992-93 34,976 31,476 5.3 3.6
1993-94 36,577 32,609 4.6 3.6
1994-95 38,898 34,279 6.3 5.1
1995-96® 41,742 36,090 7.3 53
Average annual growth rate 6.3 3.8

1989-90 to 1995-96

(a) Health services expenditure for 1989-90 to 1995-96 is deflated to average 1989-90 prices
using specific health deflators (see Table 11 for major deflators used).

(b) Based on preliminary AIHW and ABS estimates.

Source: AIHW Health expenditure database.




Table 2: Health services expenditure per person, current and constant (average 1989-90) prices,®

and annual growth rates, 1989-90 to 1995-96

Amount Growth rate over previous year (%)

Current Constant Current Constant
1989-90 1,705 1,705 . .
1990-91 1,823 1,716 7.0 0.7
1991-92 1,910 1,746 4.7 1.8
1992-93 1,990 1,790 4.2 25
1993-94 2,060 1,837 3.6 2.6
1994-95 2,168 1,911 5.2 4.0
1995-96® 2,294 1,986 6.5 4.0
Average annual growth rate
1989-90 to 1995-96 5.1 2.6

(a) Health services expenditure for 1989-90 to 1995-96 is deflated to average 1989-90 prices using specific health deflators (see Table 11 for major

deflators used).

(b) Based on preliminary AIHW and ABS estimates.

Source: AIHW health expenditure database.

of the recession (see Health
Expenditure Bulletin No.12 for a
discussion of this issue).

This pattern—a sudden increase in
the ratio, followed by relative
stability for a number of years—has
occurred three times in Australia in
the past 25 years. From 1970-71 to
1973-74, the health expenditure to
GDP ratio was relatively stable
below 6.0%. It then increased
sharply over the following two
years to 7.4% in 1975-76. For the
next 14 years the ratio stayed within
a narrow range (7.5% to 8.0%)
before increasing to 8.6% in 1991-92
and has been stable since then.

The stability in the health services
expenditure to GDP ratio was
maintained despite the fact that real
growth in health services expendi-
ture was consistently higher than
real GDP growth (Table 4).

Table 3: Total health services expenditure and GDP (current prices),
1989-90 to 1995-96

Total health GDP Total health expenditure

$ million as % of GDP

1989-90 28,874 370,188 7.8
1990-91 31,316 378,716 8.3
1991-92 33,213 387,045 8.6
1992-93 34,976 404,802 8.6
1993-94 36,577 429,713 8.5
1994-95 38,898 457,646 8.5
1995-96@ 41,742 489,184 8.5

(a) Based on preliminary AIHW and ABS estimates.
Source: AIHW health expenditure database.

Table 4: Health services expenditure and GDP, constant (average 1989-90)
prices,® and annual growth rates, 1989-90 to 1995-96

Total health services

expenditure GDP
Year Amount ($m) Growth rate (%) Amount ($m) Growth rate (%)
1989-90 28,874 . 370,188 .
1990-91 29,474 2.1 367,094 -0.8
1991-92 30,372 3.0 368,554 0.4
1992-93 31,476 3.6 380,639 3.3
1993-94 32,609 3.6 399,566 5.0
1994-95 34,279 5.1 417,572 4.5
1995-96® 36,099 5.3 433,656 3.9

(a) Health services expenditure for 1989-90 to 1995-96 is deflated to average 1989-90 prices
using specific health deflators (see Table 11 for major deflators used).

(b) Total health services expenditure based on preliminary AIHW and ABS estimates.

Sources:

Health services expenditure: AIHW health expenditure database.

GDP: ABS[Australian National AccountsiNational Income, Expenditure and Product, March

quarter, 1997 (Cat.No.5206.0).




Health services
expenditure, by
source of funds

Responsibility for the funding of
health services in Australia is
shared between all levels of gov-
ernment and the non-government
sector. In 1995-96 the government
sector provided 67.7% of all fund-
ing for health services. This was an
increase, from 67.0% in the previ-
ous year (Table 6). However, it was
only marginally higher than the
average that had prevailed since
1989-90 (67.4%).

Government sector
funding

Of the total government sector
expenditure—$28,241 million in

1995-96—the Commonwealth Gov-

ernment funded over two-thirds
(66.8%) or $18,871 million (Table 5).
Of this, 28.2% was transfers to
State, Territory and local govern-
ments to fund their health pro-
grams.

Growth in expenditure by govern-
ments averaged 3.8% over the
period from 1989-90 to 1995-96
(Table 7). Much of this was in
respect of services funded by the
Commonwealth Government,
which rose by an average of 5.0%
per year. Services funded by State,
Territory and local governments, on
the other hand, rose by 1.6% per
year over the period.

In the last two years, however,
growth in expenditure funded by
State, Territory and local govern-
ments—7.3% in 1994-95 and 6.4%
in 1995-96—was higher than Com-
monwealth funded services—3.7%
and 6.4%, respectively.

Non-government

sector funding

The non-government sector’s con-
tribution to expenditure on health
services in Australia during
1995-96 was $13,501 million in cur-
rent prices, or 32.3% of total health
services expenditure (Tables 5

and 6).

Funding of health services by the
non-government sector rose by an
average of 3.8% between 1989-90
and 1995-96. This was almost the
same rate of growth as the govern-
ment sector. The relative impor-
tance of the private sector as a
source of funding for health ser-
vices changed only marginally—
rising from 31.9% of all funds
expended on health services in
1989-90 to 32.3% of funds in
1995-96.

Table 5: Health services expenditure, current prices, by source of funds, 1989-90 to 1995-96

Government sector

Non-government

Year Commonwealth® State & local Total sector® Total
1989-90 12,165 7,513 19,678 9,197 28,874
1990-91 13,200 7,958 21,158 10,157 31,316
1991-92 14,167 8,138 22,305 10,908 33,213
1992-93 15,273 8,268 23,541 11,435 34,976
1993-94 16,590 7,999 24,589 11,988 36,577
1994-95 17,420 8,638 26,058 12,840 38,898
1995-96® 18,871 9,369 28,241 13,501 41,742

(a) Commonwealth Government and non-government sector expenditure adjusted for tax expenditures. Commonwealth tax expenditures in each
of the years from 1989-90 to 1995-96 were: $61 million; $85 million; $82 million; $91 million; $95 million; $91 million; and $141 million,

respectively.

(b) Based on preliminary AIHW and ABS estimates.

Source: AIHW health expenditure database.

Table 6: Government and non-government sector expenditure (current prices), as a proportion of total health
services expenditure, 1989-90 to 1995-96

Government sector Non-govern- Total

Commonwealth® State & local Total ment sector® all sectors

1989-90 42.1 26.0 68.1 31.9 100.0
1990-91 42.2 25.4 67.6 324 100.0
1991-92 42.7 24.5 67.2 32.8 100.0
1992-93 43.7 23.6 67.3 32.7 100.0
1993-94 45.4 21.9 67.2 32.8 100.0
1994-95 44.8 22.2 67.0 33.0 100.0
1995-96® 45.2 22.4 67.7 32.3 100.0

(@) Commonwealth Government and non-government sector expenditure adjusted for tax expenditures.
(b) Based on preliminary AIHW and ABS estimates.

Source: AIHW health expenditure database.




Table 7: Total health services expenditure, constant (average 1989-90) prices,® and annual growth rates, by
source of funds, 1989-90 to 1995-96

Government sector Non-government Total
Commonwealth® State & local Total sector® all sectors

Rate of Rate of Rate of Rate of Rate of

Amount growth Amount growth Amount growth Amount growth Amount  growth

($m) (%) ($m) (%) ($m) (%) ($m) (%) ($m) (%)

1989-90 12,165 . 7,513 . 19,678 . 9,197 . 28,874 .

1990-91 12,381 1.8 7,559 0.6 19,940 1.3 9,534 3.7 29,474 2.1

1991-92 12,925 4.4 7,542 -0.2 20,467 2.6 9,905 3.9 30,372 3.0

1992-93 13,728 6.2 7,548 0.1 21,275 4.0 10,200 3.0 31,476 3.6

1993-94 14,767 7.6 7,254 -3.9 22,021 35 10,588 3.8 32,609 3.6

1994-95 15,317 3.7 7,780 7.3 23,096 4.9 11,183 5.6 34,279 5.1

1995-96© 16,291 6.4 8,280 6.4 24,571 6.4 11,528 3.1 36,099 5.3
Average annual growth rates

1989-90 to 1995-96 5.0 1.6 3.8 3.8 3.8

(a) Health services expenditure for 1989-90 to 1995-96 is deflated to average 1989-90 prices using specific health deflators (see Table 11 for major
deflators used).

(b) Commonwealth Government and non-government sector expenditure adjusted for tax expenditures.
(c) Based on preliminary AIHW and ABS estimates.
Source: AIHW health expenditure database.

Table 8: Proportion of recurrent health services expenditure (current prices) by area of expenditure, 1989-90 to
1994-95

1989-90 1990-91 1991-92 1992-93 1993-94 1994-95
Area of expenditure Percentage
Public acute hospitals® 32.2 31.2 30.6 29.8 28.9 27.9
Private hospitals 6.3 6.8 7.1 7.3 7.5 7.8
Public psychiatric hospitals 1.9 1.9 1.8 1.6 14 1.3
Total hospitals 40.4 40.0 39.5 38.6 37.9 37.0
Nursing homes 8.3 8.6 8.4 8.1 7.8 7.5
Ambulance 15 1.4 1.4 14 1.4 14
Other institutional (nec) 0.2 0.2 0.2 0.2 0.3 0.3
Total institutional 50.4 50.3 49.6 48.3 47.5 46.3
Medical services 18.4 18.7 18.9 19.6 20.1 20.1
Dental services 5.1 5.3 53 5.2 53 5.3
Other professional services 4.0 4.1 4.1 4.3 3.6 ® 3.9
Community and public health 5.6 4.6 4.4 4.9 5.2 5.0
Benefit paid pharmaceuticals 5.4 5.0 5.2 6.0 6.7 7.0
All other pharmaceuticals 3.9 4.5 4.7 4.5 4.4 4.6
Total pharmaceuticals 9.3 9.5 9.9 10.5 111 11.6
Aids and appliances 2.1 2.2 2.2 2.2 2.2 2.1
Administration 3.7 3.9 4.1 3.6 3.2 3.9
Research 1.5 1.5 1.5 1.5 1.7 1.7
Other non-institutional . . . . . .
Total non-institutional 49.6 49.7 50.4 51.7 525 53.7
Total recurrent expenditure 100.0 100.0 100.0 100.0 100.0 100.0

(a) Public acute hospitals includes both recognised hospitals and repatriation hospitals.
(b) There is a discontinuity in the ‘other professional services’ series from 1993-94.
Source: AIHW health expenditure database.




Health services
expenditure, by
type of
expenditure
1989-90 to
1994-95

Health services expenditure is
analysed in two major categories.
These are recurrent expenditure and
capital outlays, which are discussed
below.

Recurrent expenditure

Recurrent health services
expenditure refers to expenditure on
the provision and regulation of
health services, as compared with
‘capital outlays’, which refers to

expenditure on capital goods used
in the provision of health services.

The major areas of recurrent health
services expenditure are expenditure
on hospital, medical,
pharmaceutical and nursing home
services. In 1994-95 expenditure on
these categories of health services
accounted for 76.2% of total
recurrent expenditure on all health
services in Australia (Table 8).

A decreasing proportion of
recurrent health services
expenditure has been directed to
hospitals in the past two decades. In
1975-76 expenditure on hospitals
accounted for 46.1% of recurrent
health expenditure. By 1989-90 that
had fallen to 40.4% and the rate has
continued to decline in the latest
period to be only 37.0% in 1994-95.

The decline in the share of recurrent
health expenditure going to
hospitals reflects, among other

things, the advances in technology
that have enabled shorter lengths of
stay in hospitals. These advances
also allow more procedures to be
done outside of hospital. Another
factor has been the recognition that
much of the psychiatric care of
patients can be more beneficially
provided within the community
than in institutions.

Although hospital expenditure, as a
whole, has reduced as a proportion
of total recurrent health
expenditure, there have been some
significant real increases in hospital
expenditure in the last four years.

Private hospital expenditure growth
was particularly strong between
1989-90 and 199495 averaging 8.3%
per year (Table 9). Public acute
hospital expenditure growth
averaged only 1.0% over the period.
However, growth was 2.2% in
1994-95.

Table 9: Annual growth in recurrent health services expenditure (constant prices) by area of

expenditure, 1989-90 to 1994-95

1989-90 to 1990-91 to 1991-92 to 1992-93to  1993-94 to 1989-90 to
1990-91 1991-92 1992-93 1993-94 1994-95 1994-95
Area of expenditure Percentage growth

Public acute hospitals © -0.1 1.8 0.5 0.6 2.2 1.0
Private hospitals 11.3 8.3 5.2 6.8 9.8 8.3
Public psychiatric hospitals 12 -2.0 -10.8 -5.0 -6.6 4.7
Total hospitals 17 2.7 0.9 15 34 2.0
Nursing homes 6.9 0.9 -0.3 -0.1 19 18
Ambulance -0.9 6.0 3.7 0.5 8.2 34
Other institutional (nec) 6.4 6.8 -0.4 66.4 6.1 14.8
Total institutional 25 25 0.7 15 3.3 2.1
Medical services 31 5.6 7.9 5.3 5.3 5.4
Dental services 4.8 0.2 -0.3 21 1.7 1.7
Other professional services 5.6 45 6.6 -12.1 0 14.2 3.4
Community and public health -13.7 -4.0 14.9 9.8 2.6 14
Benefit paid pharmaceuticals -5.6 5.3 16.1 17.8 11.4 8.6
All other pharmaceuticals 17.4 6.7 -3.8 4.0 12.0 7.0
Total pharmaceuticals 4.0 6.0 6.6 11.9 11.6 8.0
Aids and appliances 5.4 4.6 -0.5 7.9 12 3.7
Administration 7.9 9.1 -10.8 —6.8 28.5 4.7
Research 2.4 3.9 5.9 10.9 10.6 6.7
Other non-institutional 2.9 -0.3 -15 -0.8 1.4 0.3
Total non-institutional 2.2 4.3 5.4 4.6 8.14 4.9

Total recurrent expenditure 2.4 3.4 3.0 3.2 5.7 3.5

(@) Public acute hospitals includes both recognised hospitals and repatriation hospitals.
(b) There is a discontinuity in the ‘other professional services’ series from 1993-94.

Source: AIHW health expenditure database.




Administration of health services
contributes between three and four
percent of recurrent expenditure on
health services each year. During the
period 1991-92 to 1993-94,
expenditure on administration
declined. However, in 1994-95
expenditure on administration grew

services expenditure. However,
because it relates to high-cost items
that have useful lives extending over
many years, growth in capital
outlays is ‘lumpy’, failing to produce
consistent trends, particularly when
viewed over relatively short time
periods.

a result, receipts from the sale of
assets by the Commonwealth
exceeded its expenditure on new
capital by $17 million in that year.
Capital outlays by State and
Territory Governments generally
increased between 1989-90 and
1994-95 but fell between 1994-95

and 1995-96, while expenditure by
the non-government sector
fluctuated significantly in the period.
However, the overall trend in
private capital outlays has been
upward, largely due to the building
of new private hospitals.

by 28.5%. This has been due to
changes in coding of State
Government data, and does not
reflect large real increases in
administrative expenditures.

The Commonwealth Government’s
capital outlays in 1995-96
represented an increase over the
level of expenditure in the preceding
year (Table 10). However, the
1994-95 estimates were heavily
influenced by the disposal of capital
assets (in particular the sale of
Repatriation General Hospitals). As

Capital outlays

Outlays on capital is an important,
albeit smaller, aspect of total health

Table 10: Capital outlays (current prices), by source of funds, 1989-90 to 1995-96

Government sector Non-Government All sectors
sector total
Commonwealth State & local Total

Year $ million

1989-90 138 694 832 624 1,456

1990-91 181 775 956 493 1,449

1991-92 182 718 900 515 1,415

1992-93 144 811 955 688 1,643

1993-94 80 899 979 854 1,833

1994-95 =17 980 963 813 1,776

1995-96® 46 889 935 852 1,787

(a) Based on preliminary AIHW and ABS estimates.
Source: AIHW health expenditure database.

Table 11: Total health price index and industry-wide indexes (base year 1989-90=100), 1989-90 to 1995-96

Year

Price index 1989-90 1990-91 1991-92 1992-93 1993-94 1994-95 1995-96
Total health prices 100.0 106.1 109.3 110.9 111.9 113.5 115.6
Government final consum ption ex penditure

Hospital and clinical 100.0 106.1 108.8 1104 111.4 112.4 115.4

Total 100.0 105.2 109.5 112.0 113.3 113.5 115.9
Private final consum ption ex penditure

Doctors 100.0 107.7 110.1 109.4 111.4 114.5 116.0

Dentists 100.0 108.0 114.2 118.5 124.0 130.1 136.2

Chemists 100.0 107.0 112.6 116.7 115.6 116.1 116.4

Other professionals 100.0 105.9 108.7 109.9 110.7 112.4 115.8

Total health PFCE 100.0 107.0 110.6 111.9 113.1 115.4 117.5
Implicit price deflators

Public gross fixed capital 100.0 102.0 101.5 102.4 102.3 103.6 101.7

Private capital 100.0 102.2 99.7 98.2 99.4 101.1 102.9

Gross Domestic Product 100.0 104.3 106.2 107.5 108.6 110.1 113.3
Index of average earnings 100.0 107.1 109.2 111.0 113.0 115.8 n.a.

Source: see technical notes.




Health prices

Often a strong influence on health
services expenditure growth is the
relationship between movements in
health prices and the general level of
inflation in the economy as a whole.
The general level of inflation is
usually measured by reference to
either the Consumer Price Index
(CPI) or the Implicit Price Deflator
(IPD) for GDP, while ‘health
inflation’ is indicated by changes in
the “total health prices index’

(Table 11). In Australia, unlike many
countries, health inflation has
tended to move in line with the
general level of inflation (see Health
Expenditure Bulletin No.12 for
discussion of international trends in
health inflation).

Between 1989-90 and 1995-96, the
average rate of general inflation as
measured by the IDP for GDP was
2.1% per year. Over the same period
health inflation averaged 2.4% per
year. However, much of the health
inflation occurred between 1989-90
and 1990-91. In that year health
prices rose by an average of 6.1%,
compared with the general inflation
rate of 4.3%. Since 1990-91, both
health inflation and the general rate
of inflation have had almost
identical average rates of growth
(1.7% per year).

Between 1993-94 and 1995-96,
health inflation averaged 1.6% per
year while the general rate of
inflation averaged 2.1% per year.

Dental services prices increased
above the average for all health
prices in recent years. This was
because of costs of conforming to
stricter standards in infection
control, because the complexity of
diagnostic procedures has increased
and possibly because of workforce
supply factors.

Technical notes

1. Definitions, sources
and notes—general

The Australian Institute of Health
and Welfare collects information for
estimates of health expenditure from
a wide range of sources. The
Australian Bureau of Statistics
(ABS), the Commonwealth
Department of Health and Family
Services (HFS) and State and
Territory health authorities provided
most of the basic data used in this
bulletin.

The term ‘recognised public
hospital’ is used in this bulletin to
refer to those acute care hospitals
operated by, or on behalf of, State
and Territory Governments that are
recognised for the purposes of the
Commonwealth and State Medicare
agreements.

The "Medical services’ category in
Tables 12-17 covers medical services
provided on a fee-for-service basis,
including medical services provided
to private patients in hospitals. It
does not include expenditure on
medical salaries or visiting medical
officers at public hospitals.

The ‘Commonwealth” column in
Tables 12-17 includes expenditure
by the Department of Veterans’
Affairs (DVA) on behalf of eligible
veterans and dependents. It also
includes, until 1988-89, expenditure
by ACT health services.

“Benefit paid pharmaceuticals” are
pharmaceuticals in the
Pharmaceutical Benefit Scheme
(PBS) and the Repatriation
Pharmaceutical Benefits Scheme
(RPBS) for which the
Commonwealth paid a benefit. PBS
listed pharmaceuticals for which a
prescription is required, but where
all the costs are met by the patient
(“under $20" pharmaceuticals) are
included in “all other

pharmaceuticals’. Also included in
“all other pharmaceuticals’ are over
the counter medicines—such as
aspirin, cough and cold medicines,
vitamins and minerals, and herbal
and other remedies.

Health expenditure figures shown in
Tables 12-17 do not include any
parts of expenditure that are
primarily of a welfare services
nature, even where that expenditure
has a health component. Also
excluded are most costs associated
with the training of health personnel
in universities. However, in some
cases, such as hospital-based
nursing training, where the cost of
training cannot be separated from
the operational costs, training costs
would be included as part of the
operational costs. Further details of
the sources and definitions used in
this Bulletin are contained in the
AIHW publication Australian Health
Expenditure 1970-71 to 1984-85 (out
of print).

Constant price values have been
calculated using ‘average prices’
that applied in respect of each
particular expenditure item in 1989-
90. Expenditure values, generally,
may be thought of as being derived
by expressing the current price
value of each component transaction
as the product of a price and a
quantity. Constant price values,
therefore, are derived by
substituting for each current price
the corresponding price in the base
year (1989-90).

For the purposes of this analysis, the
average prices in the base year in
respect of each expenditure item has
been used, i.e. the proportions and
prices of the components of the
expenditure item have been held
constant. The term ‘constant
(average 1989-90) prices’ is used to
indicate that the price measures are
averages and not the actual base year
prices of the individual component
transactions.
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The average prices were based on
the mix of component quantities
that applied in the base year. In this
way, changes in expenditure have
been assumed to reflect changes in
the quantum of outputs, only (this
assumes that any change in quality
of an output is a component of the
quantum change).

To the extent that changes in the mix
of inputs to the items of expenditure
occur over time, a method of
estimating constant price
expenditure using fixed weights
(such as is adopted here) cannot
accurately reflect quantum changes.
This becomes increasingly so as the
time between the analysis period
and the base year increase.
However, difficulties with annual
measurement of individual
quantum changes mean that there is
no feasible alternative to this form of
fixed weight deflator for estimating
quantum changes.

2. Definitions, sou rces
and notes— price indexes

An Implicit Price Deflator (IPD) is
an index obtained by dividing a
current price value by its
corresponding constant price value.
Thus implicit price deflators are
derived measures and are not
normally the direct measures of
price change by which current price
estimates are converted to estimates
in constant prices.

The IPD for general government
public gross fixed capital
expenditure is used to deflate
government capital health
expenditure and government capital
consumption.

The IPD for private capital
expenditure on non-dwelling
construction is used to deflate
private capital health expenditure.

The IPD for the gross domestic
product is the broadest measure of
price change available in the
national accounts. It provides an
indication of the overall changes in
the prices of goods and services

produced in Australia, whether for
use in the domestic economy or for
export.

The Hospital And Clinical Index
from the Government final
consumption expenditure (GFCE)
deflators is derived from changes in
wage costs, visiting medical officer
payments and other costs in the
hospital area. Other costs include
drug costs, medical and surgery
costs, food costs, domestic service
costs as well as costs of repairs and
maintenance, patient transport, fuel,
light and power and other non-
salary costs.

The private final consumption
expenditure (PFCE) deflators
measure changes in the price of
services of private doctors, dentists,
chemists and other private health
professionals.

The total health expenditure in
constant prices is obtained by
adding up individual expenditures
in constant prices. The total health
expenditure price index is the ratio
of total health expenditure in
current prices to total health
expenditure in constant prices for its
corresponding year.

The ‘Index of average earnings’ in
Table 11 is an index for all male
employees’ average weekly total
gross earnings. Earnings comprise
overtime earnings, ordinary time
earnings, shift allowances, penalty
rates, commissions and similar
payments. Included are paid annual
leave, paid sick leave, long service
leave and paid holidays taken
during the reference period.

Sources

IPD for general government public
gross fixed capital expenditure:
ABS, Australian national accounts:
national income, expenditure and
product (Cat. No. 5206.0)

IPD for GDP: ABS, Australian
national accounts: national income,
expenditure and product

(Cat. No. 5206.0)

GEFCE for Hospital and clinical: ABS
unpublished data.

PFCE doctors, dentists, chemists and
other medical professionals indices:
ABS unpublished data.

AWE: calculated from ABS Average
weekly earnings, States and
Australia, various issues

(Cat. No. 6302.0)

Table 22 in Health Expenditure
Bulletin No.11 lists the cells within
the health expenditure matrix where
particular deflators are applied.

3. Revisions of

definitions and esti mates

Revisions have been made to
estimates of recurrent health
expenditure since the publication of
Health Expenditure Bulletin No.12.
The major revisions have been in
Recognised public hospitals, Private
hospitals, Community and public
health and Pharmaceuticals. While
most of these have not caused the
overall estimates for total health
expenditure to change markedly,
they do alter the composition of
expenditure—especially in relation
to sources of funds.

Recognised public hospitals

Total expenditure on public
recognised hospitals for 1990-91
was revised downwards by $140
million. This largely resulted from
the use of more recent published
data in respect of Victorian hospitals
(-$161 million) and unpublished
State data in respect of Queensland
hospitals (+$22 million).

The 1992-93 estimates of total
expenditure on recognised public
hospitals were revised downwards
due to the exclusion of net
expenditure of $105 million in
respect of the Repatriation General
Hospital (RGH) Concord from the
estimate of State Government
expenditure on public recognised
hospitals. The previous estimate of
NSW State Government expenditure
had been derived from the NSW
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Public Hospitals Comparison Data
Book 1992-93, which had included
an estimate in respect of RGH
Concord, even though it did not
become part of the NSW public
hospital system until 1 July 1993.

The estimates for ‘State and local
government’ and ‘other non-
government sector’ expenditure on
recognised public hospitals for
1993-94 were revised due largely to
revisions in the way DVA outlays in
respect of Repatriation patients were
treated. DVA provided a total of
$203 million to New South Wales
under agreements with that State. Of
that, $188 million had previously
been offset against ‘other non-
government sector’ expenditure and
$15 million had been regarded as
capital outlays. Subsequent advice
from DVA indicates that all the
relevant outlays were in respect of
recurrent expenditure and should be
offset against ‘State and local
government’ expenditure.

Private hospitals

Revisions in private hospital
expenditure were due to the
adoption of new data from the ABS
Private hospitals survey. Previously
private hospitals expenditure was
estimated by totaling private
hospital revenue from patients.
Now it is estimated directly from
the ABS survey. The new data has
led to an increase in the estimates of
private hospital expenditure of over

$200 million, as the previous data
did not include expenditure
estimates funded by non-patient
revenue.

Community and public health

Revisions were made due to
unreliability of the State and local
government data. It is no longer
possible to separately identify the
‘Other non-institutional’ category.
Thus for State and local government
funding, the ‘other non-institutional’
category was included within the
‘community and public health’
category.

Pharmaceuticals

In previous years estimates of
pharmaceuticals for which a
Government benefit is not paid have
been estimated by extrapolating
data from the ABS retail censuses of
1985-86 and 1991-92, on the basis of
growth in pharmacy sales taken
from the ABS retail survey. This
method has proved unsatisfactory in
recent years, particularly as the
1991-92 census included non-
prescription pharmaceutical data in
the cosmetics, perfumes and
toiletries category.

A new method was adopted for data
from 1993-94 onwards which relied
on commercial market research data
published in Pharmacy 2000. This
resulted in the “all other
pharmaceuticals” expenditure for

1993-94 being revised downwards
from the $1760 million published in
Health expenditure bulletin 12 to
$1,513 million.

1992-93 and previous years have
been calculated according to the old
methodology, so 1992-93 and years
prior to that are not comparable to
1993-94 onwards. However the
differences in the two series are not
likely to be large.

The change between the 1992-93
and the 1993-94 numbers is 3%
whereas the true growth is likely to
be between 5 and 10%.

4. Abbreviations and
symbols used in tables
n.a. not available

nec not elsewhere classified

- nil or rounded down to
Zero

not applicable

5. Other notes

Figures in the tables in this bulletin
may not add exactly due to
rounding.

Average annual growth rates are
calculated as an exponential mean.
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