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Executive SummaryExecutive Summary

In 1994–95, public hospitals in Western Australia dealt with some 320 000 inpatient

episodes of care, 400 000 emergency attendances and three million outpatient

occasions of service, at a total cost of over $1 billion. The performance indicators

included in the annual reports of public hospitals are intended to provide Parliament,

customers and other stakeholders with information on how well that money is

spent by hospitals in pursuit of their objectives.

The requirement for public hospitals to include performance indicators in their

annual reports is set out in the Financial Administration and Audit Act 1985 (FAAA).

The Act also requires the Auditor General to provide an opinion on whether each

hospital’s performance indicators are relevant and appropriate having regard to

their purpose and fairly represent indicated performance.

This special report relates the findings of an examination of the performance

indicators reported in 1994–95 by 20 of the larger public hospitals in Western

Australia.

The Government allocates funds to the Health Department for the purchase of

hospital services under the Hospitals Program. Each hospital should therefore set

objectives which contribute towards the overall Hospitals Program objective.

The Program objective set for 1994-95 was “to restore those who require hospital

treatment for illness or injury to their optimum health level and to provide obstetric

care”. Because “optimum health” could not be readily defined or measured, it was

not possible to produce indicators which illustrate the extent to which this objective

had been achieved.

The Program objective was changed for 1995–96 “to provide accessible hospital

care to those who require it, and to provide these services according to recognised

standards of quality and in a way that is acceptable to clients”. Although the new

objective is stated in terms of hospital processes, rather than the health outcomes

of care, it does provide a framework for the development of performance indicators.

Twelve hospitals developed their own reporting objectives in 1994–95. The objectives

were relevant to the specific services provided but, in some cases, it was unclear

how they related to the Hospitals Program objective which provides the basis of

hospital funding. In others, internally developed objectives did not cover the full

scope of the Program objective or the full range of services provided.
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The key effectiveness indicators reported by hospitals in 1994–95 focused on

inpatient services. Thirteen hospitals reported clinical indicators, such as the rate

of unplanned returns to the hospital, as key indicators of the quality of inpatient

care in 1994–95. Teaching hospitals also included some clinical indicators which

related to their tertiary specialties. Services to emergency patients and outpatients,

which together impact on a larger part of the community, were generally ignored.

Present clinical indicators can be regarded as key indicators of the provision of

hospital care according to recognised standards of quality but have limitations as

indicators of the quality of the health outcomes of hospital care because they have

been designed as indicators of the quality of medical and surgical procedures. Their

value as key effectiveness indicators in some hospitals is further undermined by

doubts about the reliability of the underlying data.

The few meaningful indicators of the provision of accessible hospital services that

were reported referred to aspects of waiting times for inpatient services. However,

only King Edward Memorial Hospital and Princess Margaret Hospital explained

how waiting times were measured

All of the hospitals used patient satisfaction surveys to gauge the extent to which

their services are acceptable to clients and most based their indicators on the results

of the Health Department’s Statewide Patient Satisfaction survey of inpatients.

The Statewide survey has severe limitations because the sample for each hospital

was unrepresentative of its inpatient population, and the survey questions were

neither geared to the specific concerns of patients nor the specific services provided

by different hospitals.

Only two of the 20 hospitals — Royal Perth Hospital and Sir Charles Gairdner

Hospital — reported key efficiency indicators for inpatient services which related

costs to outputs and allowed for the variation in cases treated at the hospitals.

Eighteen of the hospitals did not report efficiency indicators for either emergency

or outpatient services.

All hospitals now have information with which to develop key efficiency indicators

which relate outputs produced — inpatient separations and completed emergency

and outpatients occasions of service — to the costs of producing those outputs.

Hospitals are also now able to produce efficiency indicators which allow for the

overall complexity of their casemix, although in some cases the accuracy and

completeness of the underlying data are uncertain.
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The way hospitals’ performance indicators are presented in annual reports would

be greatly improved by greater use of comparative information and explanatory

notes making it easier for users to understand what was being reported. The extent

to which Parliament and other users can compare performance across hospitals

would be improved if consistent information from each hospital was consolidated

into a single report.

So far, Health Department initiatives to improve the quality of hospital performance

indicators have had little impact on hospitals themselves. Successive changes in

the structure of the health service and the absence of a strategic plan for health

have frustrated strategic planning, including the development of performance

indicators, at both a Statewide and hospital level. The lack of direction and guidance

from the Department has led to some hospitals giving performance indicators a

low priority.

The Hospitals Program and hospitals’ service agreements with the Health

Department are mechanisms for controlling the disbursement of the same funds.

In July 1996, the Treasury Department announced the phased implementation in

Western Australia of the “Output Based Management” initiative over the 1997–98

and 1998–99 budget periods. This initiative will directly link government resourcing

to clearly specified ‘outputs’ of goods and services to the achievement of outcomes

desired for the community.  It will increase the need for hospitals to identify, and

report on, key performance information.

However, the inter-relationship of performance information requirements under

each of these mechanisms needs to be significantly improved.

Better guidance from the Health Department would help to overcome the confusion

created by the myriad of information requirements on hospitals and reduce the

impact of the staffing difficulties some hospitals experience. The current joint Health

Department and hospitals working party, which was established during the course

of this examination, aims to identify a suite of appropriate key performance

indicators for public hospitals to use.

Other constraints on the development of performance indicators include the

limitations of hospital information systems and the accuracy of indicators derived

from clerical information systems. The reliability of performance indicators should

be improved by current enhancements to computer systems.
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Overall Conclusions

There have been only marginal improvements in the standard of hospital

performance indicators reported in recent years. The performance indicators

reported in 1994–95 by the 20 hospitals examined provide external users with

little useful information about hospital performance, individually or in aggregate.

A significant push is now needed if Parliament and the public are to receive useful

and reliable information on the value for money obtained from the $1.2 billion

spent each year on the provision of hospital services.

Key Recommendations

Hospitals which report performance indicators against their own objectives

should ensure that their objectives are consistent with the Hospitals Program

objective and are also sufficiently comprehensive to cover the full range of

the services for which the hospital is funded.

The Health Department should endorse each hospital’s objectives as being

relevant to the Hospitals Program objective and the services funded.

All hospitals should measure relevant clinical indicators and, where they

reflect significant aspects of the services provided, report them as key

performance indicators of the quality of care.

Hospitals and the Health Department should monitor the development of

more suitable measures of the quality of patient care, particularly those

related to outcomes, and incorporate them into their key performance

indicators as appropriate.

Hospitals should design indicators of their performance in providing

accessible hospital services which are relevant and significant to the services

they provide and their operating environment.

The Health Department and hospitals should improve measurement and

reporting of patient satisfaction with hospital services actually provided.
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Hospitals should develop and report key effectiveness indicators which

address the accessibility, quality and acceptability to clients of outpatient

and accident and emergency services.

Hospitals should ensure that their key effectiveness indicators are supported

by reliable data systems.

Key efficiency indicators for inpatient services should include only those

costs associated with providing inpatient services, and should be weighted

to reflect hospitals’ inpatient casemix.

Hospitals should apply the methodologies used to calculate the cost of

inpatient services to calculate average cost per non-inpatient occasion of

service.

The Health Department should take a leading role in developing meaningful

ways of classifying non-inpatients occasions of service to reflect complexity

and resource usage.

The Health Department should develop and promulgate standard definitions

for efficiency indicators.

Hospitals should ensure that the systems from which efficiency indicators

are derived produce reliable information.

Key efficiency indicators should embrace all of a hospital’s outputs.

Hospitals should improve the presentation of the performance indicators

included in their annual reports.

Hospitals should make full use of available comparative performance

information such as industry or national standards and performance of other

hospitals, and they should illustrate trends in their performance over time.

The Health Department should provide information to hospitals on Statewide

performance averages and benchmarks.

Hospitals should include more extensive explanatory notes to improve the

quality and meaning of performance indicators.
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The Health Department should issue, and regularly update, specific guidance

to hospitals regarding their performance reporting responsibilities under

the FAAA.

The current joint Health Department and hospitals working party should

recommend appropriate performance indicators for hospitals to use. The

working party should communicate its findings and conclusions  clearly to

responsible staff in all public hospitals in Western Australia.

Hospitals should ensure that both manual and automated systems which

support the production of performance indicators are subject to adequate

management control and audit.

The Health Department should make clear in their service agreements with

hospitals how hospital objectives link to the Hospitals Program objective,

and how the performance reporting requirements of the FAAA inter-relate

with hospitals’ reporting requirements under their service agreements.

The Health Department should monitor developments in other jurisdictions,

particularly those related to effectiveness indicators concerning the quality

and outcomes of hospital care.

The Health Department should consider whether public accountability could

be enhanced by reporting selected indicators of hospitals’ performance in a

single document, to facilitate meaningful and informed evaluation of

performance in the context of strategic health objectives.
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Background

The Western Australian Parliament provides public sector agencies with $7 billion

a year to deliver public services and secure the aims and objectives set by the

Government.

In the 1996–97 Western Australian Government budget estimates, the Health

Department of Western Australia accounted for $1.7 billion, about 24 per cent of

the total Consolidated Fund. Of this, $1.2 billion will be spent under the Hospitals

Program, mostly by public hospitals.

In Western Australia, seven metropolitan hospitals, nine country regional hospitals

and 68 smaller country hospitals provide secondary level hospital treatment and

care. Secondary level services include emergency, medical, surgical, paediatric,

obstetric and rehabilitation services. In outlying locations, 13 nursing posts provide

primary health care.

The five large teaching hospitals in metropolitan Perth provide a broad range of

super-specialty and specialty services, including intensive care, vascular,

cardiothoracic, oncology, renal, neurosurgery and obstetrics. These tertiary level

hospitals also provide substantial levels of secondary care and account for 64 per

cent of hospital expenditure (Figure 1).

Figure 1: Estimated expenditure under the 1994–95 Hospitals Program by different
types of hospital.

Teaching hospitals consume most of the Hospitals Program resources.

Source: Health Department and OAG

23%23% 64%64%

13%13%90 Country Hospitals90 Country Hospitals
and Nursing Postsand Nursing Posts

5 Teaching Hospitals5 Teaching Hospitals

7 Ring Hospitals7 Ring Hospitals
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About 74 per cent of public hospital expenditure is on inpatient services. The

remaining 26 per cent is on non-inpatient services — services for which patients

attend the hospital but are not admitted. These include emergency services and a

wide variety of outpatient services (Figure 2).

Figure 2: Major services provided by hospitals

Although inpatient services use most resources, non-inpatient services affect more people.

Source: OAG and Health Department

Performance measurement and public accountability

In recent years, there have been moves towards funding agencies for their planned

achievements, rather than on the basis of previous years’ expenditure. These have

been accompanied by contracting for public services, enterprise bargaining and

workplace productivity agreements, and performance agreements for agency Chief

Executive Officers. Together, these developments have increased the need for

agencies to measure the outputs and outcomes of their activities, link these to

objectives and resource inputs, and establish performance indicators of efficiency

and effectiveness.

Performance indicators help managers to monitor, assess and improve an agency’s

performance. They also enable external stakeholders — including customers,

Parliament and the general public — to hold public sector agencies accountable

for their performance.

HospitalHospital

InpatientsInpatients

EmergencyEmergency74 per cent of total

expenditure

320 000 inpatient

admissions.

Non-inpatient services

26 per cent of total expenditure

400 000 emergency attendances

and 3 million outpatient

occasions of service.

OutpatientsOutpatients
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Requirements of the Financial Administration and Audit Act

The importance of performance indicators has been recognised in Western Australia

by the Financial Administration and Audit Act 1985 (FAAA). The FAAA requires

public sector agencies to report key indicators of efficiency and effectiveness.

Key indicators relate to the primary purposes of an agency. They provide a

comprehensive overview of performance against the objectives the agency has been

set. Figure 3 shows the link between the performance information requirements

of agency managers and external stakeholders.

Figure 3: Link between internal and external performance information requirements

Key performance indicators should be derived from management information.
Source: OAG

The FAAA requires the Auditor General to audit each agency’s key performance

indicators and provide an opinion on whether they are relevant and appropriate

having regard to their purpose and fairly represent indicated performance. Although

many jurisdictions require public sector agencies to publicly report performance

indicators, Western Australia is the only State in Australia where the indicators are

required by legislation to be audited.

AgencyAgency
ObjectivesObjectives

Agency ManagementAgency Management

External StakeholdersExternal Stakeholders

Operational ObjectivesOperational Objectives

Agency OperationsAgency Operations
Acquisition of Resources

Use and Management of Resources

Production of Outputs

Achievement of Outputs

KeyKey
PerformancePerformance

IndicatorsIndicators

OperationalOperational
PerformancePerformance
IndicatorsIndicators
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A 1994 OAG report to Parliament on “Performance Sector Performance Indicators

1993–94” concluded that the performance indicators produced by public sector

agencies had improved considerably since 1990–91. The Report noted, however,

that hospitals had made little progress.

Hospital funding

In the past, hospitals were funded for the costs of items such as salaries, equipment

and supplies. This ‘input’ funding was based primarily on increments of historical

expenditure and the relationship with the services actually provided was often not

clear.

Under the present system of Program Management, these funds are appropriated

to the Health Department’s Hospitals Program. The Department then purchases

health services from providers, including public hospitals, to meet the needs of

the community.

“Output Based Management”, the phased implementation of which was announced

by the Western Australian Treasury Department in July 1996, will further extend

this approach.  It will require detailed identification, specification, quantification,

full costing and reporting of the ‘output’ services hospitals are funded to provide.

Moreover, the linkage between these outputs and the ‘outcomes’ or results desired

for the community will have to be demonstrated and should be reported by way of

key indicators of the efficiency and effectiveness of those outputs.

Under the present system, hospitals are accountable to the Health Department for

their performance against their service agreements. They remain publicly

accountable for their performance against their objectives under the FAAA (Figure 4).
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HospitalHospital
PerformancePerformance

IndicatorsIndicators

Auditor GeneralAuditor General

ParliamentParliament

Executive GovernmentExecutive Government

Approval

Program Objectives
and Budget

Performance
Information

Health DepartmentHealth Department

.

The Health Department

purchases hospital

services under service

agreements with

hospitals

.

The Government sets the

Health Department’s

program objectives and

budget, subject to

Parliamentary approval.

Individual HospitalsIndividual Hospitals

Service
Agreements

IntroductionIntroduction

Figure 4: Accountability of public hospitals

Public hospitals are directly accountable to the Health Department for their performance
against their service agreements and to Parliament for their overall performance.

Source: OAG



UNDER WRAPS!

12

Office of the Auditor General

IntroductionIntroduction

Examination Scope
and Approach

Against this background, the examination assessed performance indicators reported

by public hospitals, as a means of providing Parliament and the public with key

information on hospitals’ efficiency and effectiveness.

This report does not address the recently announced move to Output Based

Management, other than to recognise the implications this will have for better

specification and reporting on efficiency and effectiveness of hospital output

services.  Nor does it assess the actual performance of the hospitals examined. It

focuses on hospital objectives and performance indicators under the Hospitals

Program, and addresses:

the reporting objectives used in 1994–95 by the 20 hospitals visited during the

examination and the Hospitals Program objective for 1995–96;

efficiency and effectiveness indicators reported by these hospitals in

1994–95;

the presentation of performance indicators, and the use of comparisons and

notes to interpret and explain them; and

the way forward in the development of hospitals performance indicators.

The examination included:

analysis of the objectives and performance indicators of the five teaching

hospitals, six ring hospitals and the nine country regional hospitals (see

Table 1) which account for the bulk of the Hospital Program expenditure;

visits to each of these hospitals for discussions with key staff and examination

of relevant documentation;

invitations to hospitals which were not visited to participate by submitting

their written comments;

discussions with key staff at the Health Department and examination of related

documentation;

discussions with other stakeholders, including Treasury, the Public Sector

Management Office, private hospitals, and interested professional bodies; and

a review of public hospital performance indicators and systems of public

accountability in other States of Australia, the United Kingdom and the United

States of America.
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Teaching Hospitals Ring Hospitals Regional Hospitals

Fremantle Armadale/Kelmscott Albany

King Edward Memorial 1 Bentley Bunbury

Osborne Park Carnarvon

Princess Margaret 1 Rockingham/Kwinana Derby

Royal Perth Swan District Geraldton

Sir Charles Gairdner Wanneroo 2 Kalgoorlie

Narrogin

Northam

Port Hedland

Table 1: Hospitals Visited During the Examination

Notes: 1 King Edward Memorial and Princess Margaret Hospitals were amalgamated in
July 1995. As they were independent of each other in 1994–95 they are treated as
two separate entities in this report.

2 Wanneroo Hospital ceased to be a public hospital from June 1, 1996.

Source: OAG
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The Hospitals Program objective for 1995–96 is stated in terms of hospital

processes, rather than the outcomes of care, but it does provide a framework

for hospitals to develop performance indicators.

Some hospitals report against their own internally developed objectives. In

some cases these better reflect the services the hospitals provide but the

link to the Hospitals Program, which forms the basis of their funding, is not

always sufficiently clear.

Introduction

Good practice

To provide a basis for reporting performance, hospital objectives should reflect

intended outcomes. They should be specific, measurable and relevant to the

Hospitals Program objective. They should also be meaningful to the hospital

concerned and provide a basis for developing its management strategies.

The way in which objectives are framed is of great importance in communicating

what is intended to be achieved and the indicators which will reflect the extent of

achievement.

The Health Department is responsible for achieving the Hospitals Program objective.

It seeks to do this primarily through the purchase of services set out in its service

agreements with hospitals.

Given the number of influences on health status, it is difficult to measure separately

the contribution of hospital care to the general health of the population. In these

circumstances, hospital objectives which reflect nothing more than intended health

status outcomes stand the risk of misinterpretation.

Findings

The Hospitals Program objective

To encompass the wide range of differing services hospitals deliver and the range

in size from small nursing posts to large teaching hospitals, the Hospitals Program

objective needs to be framed in broad terms.
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The Hospitals Program objective for 1994–95 was:

“to restore those who require hospital treatment for illness or injury to their

optimum health level and to provide obstetric care”.

The term “optimum health” was not defined and therefore could not be measured

in a consistent manner. Accordingly, the Auditor General was unable to assess the

performance indicators of 11 of the 20 hospitals examined which had used this

objective as the basis for reporting their performance indicators in 1994–95.

The Health Department revised the Hospitals Program objective for 1995–96:

“to provide accessible hospital care to those who require it, and to provide these

services according to recognised standards of quality and in a way that is acceptable

to clients”.

The focus of the objective shifted from the achievement of outcomes, which could

not be measured at the hospital level, to health care processes. It includes

components – “to provide accessible hospital care”; “according to recognised

standards of quality”; “in a way that is acceptable to clients” — which can be

interpreted and measured. The objective provides a framework for the development

of hospital performance indicators and has been retained for 1996–97 (Figure 5).

Figure 5: Framework for hospital performance indicators

Key performance indicators should address efficiency and the extent to which the
components of the Hospitals Program objective have been achieved.

Source: OAG

EffectivenessEffectivenessEfficiencyEfficiency

Cost per outputCost per output Acceptable careAcceptable careAccessible careAccessible careQuality careQuality care

HospitalHospital
ProgramProgram
ObjectiveObjective
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Hospitals reporting against their own objectives

The Hospitals Program objective provides the basis of hospitals’ funding and public

accountability. However, the Hospitals Program objective is too broad to reflect the

specific services provided by the different sizes and types of hospitals in the State.

Some hospitals have therefore developed their own objectives which are intended

to more accurately reflect their role.

Twelve of the hospitals examined reported performance indicators against their

own internally developed objectives in 1994–95. In some cases they included

components which provided a basis for assessing performance.

Bentley Hospital reported its 1994–95 performance indicators against eight

internally developed corporate goals. These were more specific than the

1994–95 Hospitals Program objective and included components such as the

provision of quality focused, accessible and equitable health care, which could

be defined and measured.

In a number of cases the internally developed objectives were no easier to measure

than the Hospitals Program objective. In other cases, although the objectives related

to some of the specific services provided by the hospital, they did not address the

full range of services the hospital provided and their relationship to the Hospitals

Program objective was unclear.

Royal Perth Hospital’s reporting objective for 1994–95 was “to achieve high

quality patient care through maintenance and development of tertiary level

specialties”. The hospital reported effectiveness indicators which demonstrated

the extent to which this objective was achieved, but did not report effectiveness

indicators which addressed the secondary level inpatient services and services

to outpatients and emergency patients the hospital was funded to provide.

As a result of the particular focus of an individual hospital’s objectives, the

performance information it reports may not adequately address the Hospitals

Program objective which formed the basis of its funding allocation.
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Recommendations

Hospitals which report performance indicators against their own objectives

should ensure that their objectives are consistent with the Hospitals Program

objective and are also sufficiently comprehensive to cover the full range of

the services for which the hospital is funded.

The Department should endorse each hospital’s objectives as being relevant

to the Hospitals Program objective and the services funded.
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The effectiveness indicators reported by hospitals focus mainly on inpatient

services. Non-inpatient services are largely ignored.

Clinical indicators point to the quality of inpatient care, but in many cases

their value is undermined by doubts about the accuracy and completeness

of the data.

Few hospitals reported indicators, such as waiting times, which addressed

patients’ access to hospital care.

The utility of the results of the Health Department’s Statewide Patient

Satisfaction survey, as a key indicator of whether an individual hospital is

providing care in a way that is acceptable to clients, is limited.

Introduction

Good practice

A hospital’s key effectiveness indicators should show the extent to which it has

met each measurable component of its objective of providing services for

inpatients, outpatients and emergency patients.

Key effectiveness indicators for hospitals are those which directly relate to, and

illustrate the extent to which a hospital has achieved its objectives. Hospitals’

objectives should be consistent with the 1995–96 Hospitals Program objective, which

has three measurable components: quality hospital care; accessible hospital care;

and acceptable hospital care.

Findings

Figure 6 shows how many of the 20 hospitals visited during the examination

reported indicators in 1994–95 which reflected their performance against each of

these components. Appendix 1 sets out in further detail the different types of

effectiveness indicators reported by these hospitals.
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Figure 6: Number of hospitals (out of the 20 visited) which reported indicators in
1994–95 which addressed quality, accessibility and acceptability of hospital care

Source: 1994–95 Annual Reports of 20 hospitals

Quality hospital care

A clinical intervention is intended to produce a health outcome. Depending upon

the nature of a patient’s illness or injury, this might be: restoration of full health;

improvement to health; prevention of further deterioration in health; alleviation

of pain and suffering; or a peaceful death. Quality of hospital care can be defined

as the extent to which hospital services increase the likelihood of desired health

outcomes for patients being achieved.

However, there are inherent difficulties in measuring health outcomes, and further

difficulties in measuring separately the contribution of hospital services to the

achievement of health outcomes. Therefore, the development of hospital quality

management and assurance systems, and related performance indicators, has

focused on the quality of hospital procedures and such direct outputs as the number

of patients discharged (Figure 7).

ACHS accreditation (12)

Clinical indicators (13)

Other indicators (5)

Queuing (4)

Equity of access (1)

Patient satisfaction (20)

Other indicators (5)

Number of Hospitals
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QualityQuality
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carecare

AcceptableAcceptable
hospitalhospital

carecare
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Figure 7: Indicators of Quality Care

Quality indicators range from indicators of the quality of hospital procedures to indicators
of health outcomes.

Source: OAG

The 1995–96 Hospitals Program objective states that hospital care should be provided

in accordance with “recognised standards of quality”. It is a narrow definition of

quality which does not address health outcomes.

Good Practice

Quality of care indicators should show the extent to which recognised standards

have been met. Clinical indicators should be relevant to a significant component

of patient treatment and care. The indicators should be weighted for casemix to

reflect the relative risks associated with different groups of patients or categories

of procedures.

In 1994–95 the 20 hospitals examined reported quality of care performance

indicators which can be grouped into ‘accreditation’, ‘clinical indicators’ and ‘other

quality indicators’.
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Accreditation

The quality indicators reported by hospitals are mainly those required for their

accreditation by the Australian Council of Healthcare Standards (ACHS). Some

hospitals, in particular teaching hospitals, are also accredited by some of the

Australian Medical Colleges.

The ACHS was established in 1974. Its mission is to promote continuing

improvement in the quality of care delivered by Australian health care organisations.

It has established wide ranging standards encompassing a hospital’s facilities,

management systems, staffing, staff development, patient rights, hospital

departments, documentation of care, policy and procedures and the clinical review

of the quality of care.

On June 18, 1996, the ACHS announced revised standards, to be introduced in

January 1997, which will require hospitals to establish a culture of continuous

quality improvement. Amongst other things, the new standards will assess

leadership; hospital human resources and information management; the clinical

and physical environment; performance improvement; and the management of

patient care. However, the coverage of patient outcomes is still limited.

To become accredited, a hospital must demonstrate that it substantially complies

with the ACHS standards and is required to compile a comprehensive description

of its services, departments, staff and facilities. A surveying team, usually comprising

a doctor, a nurse and a hospital administrator, visits to assess the hospital and

make recommendations to the Council on accreditation.

Twelve of the 20 hospitals examined were accredited by the ACHS in 1994–95. The

remaining hospitals were working towards achieving accreditation in the near future.

In the past, hospitals could be accredited for varying periods (depending upon the

degree of compliance with ACHS standards at the time it was surveyed) but there

was no assurance that standards would be fully maintained in between surveys.

The revised ACHS standards will require both self and external assessment to be

conducted at more frequent intervals if accreditation is to be maintained.

Accreditation provides some assurance that a hospital’s management and quality

assurance procedures are in accordance with ACHS standards and accreditation

status can therefore be used as a key indicator that a hospital is meeting ‘recognised

standards of quality’.
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Clinical indicators

Clinical indicators were introduced into the ACHS accreditation process in 1993

and are progressively being developed to cover most aspects of medicine. The

primary purpose of clinical indicators is quality assurance and their focus is only

on the medical and surgical aspects of patient care. The validity and reliability of

the clinical indicators are still subject to study as part of the National Hospital

Outcomes program.

Mostly, these indicators measure hospital misadventures, such as the rate of

unplanned returns to the operating theatre, or rate of hospital acquired infection.

Therefore, they are indicators which point to hospitals’ failure to provide quality

care, with the ACHS standards representing acceptable thresholds. The health

outcome achieved by the clinical intervention is not a feature of the present

indicators.

ACHS clinical indicators do not reflect the different risks associated with different

groups of patients or categories of procedure. For example, an unplanned

readmission is more likely for an elderly kidney transplant patient than for a younger

person who has had an appendix removed. In the longer term, therefore, clinical

indicators would be improved if they were weighted to reflect casemix risks.

For 1994–95 most accredited hospitals reported a selection of ACHS clinical

indicators as effectiveness indicators. A number of these — for example, rate of

unplanned hospital readmissions; hospital acquired infection rates — are hospital

wide. They can therefore be reported as key indicators of the quality of inpatient

care for most hospitals which provide secondary level care.

Other clinical indicators are relevant only to specific hospital departments or to

prescribed medical or surgical procedures. For example, the rate of returns to

operating theatre, and the rate of post operative wound infections relate to surgical

procedures. These would be regarded as key indicators where surgery is a significant

component of patient treatment and care.

Teaching hospitals provide a range of super-specialty and specialty services (such

as intensive care, renal and neurosurgery), as well as significant levels of secondary

level inpatient care. These hospitals reported effectiveness indicators for some of

their tertiary level services, and compared them with national standards or averages.

Some of these indicators related to health outcomes.
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Royal Perth Hospital included indicators which showed:

trends in the mortality rate for heart surgery, compared with the results

achieved by other similar hospitals; and

survival rates for kidney transplants, one year and five years after surgery,

compared with the Australian average.

Given the relative importance of specialty services to the achievement of their

objectives, in most cases these specific indicators will be key indicators for teaching

hospitals.

Clinical indicators for non-inpatient services

There are few widely recognised clinical standards or indicators for services for

non-inpatients. However, in July 1995 the Australian College of Emergency Medicine

and the ACHS published a national set of clinical performance indicators to be

used in accreditation surveys of emergency departments from 1996. Two indicators

relate to the National Triage Scale, introduced to Australian emergency departments

in June 1994. This scale represents a system for classifying emergency patients on

the basis of assessed clinical need. It suggests, as a standard against which hospitals

can measure and report their performance, the proportion of patients within

different urgency categories that should be attended to within prescribed waiting

times.

The triage categories of admissions to the emergency departments of teaching

hospitals (except King Edward Memorial Hospital) and ring hospitals were

recorded electronically in 1994–95. Only Fremantle and Swan District Hospitals

reported as a key indicator their performance in attending to accident and

emergency patients.

Other quality indicators

The other quality indicators were reported by five hospitals. They included for

example, whether or not hospitals had a program of quality assurance or discharge

planning procedures. These are indicators of process rather than outcome and, on

their own, are not key indicators of quality.
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Accessible hospital care

The Health Department, in purchasing services through contracts with hospitals,

has a key role to play in ensuring that the people of Western Australia have

appropriate access to hospital care. Individual hospitals, however, are responsible

for reporting on the effectiveness of their service delivery.

Good Practice

Accessible care indicators should:

report waiting times for access to hospital services;

show the extent to which specific services for segments of the population

with special needs have met those needs; and

where appropriate, show the impact of measures taken by the hospital to

reduce the effect of time and distance some patients are from hospital

services.

The hospitals examined reported few performance indicators for 1994–95 which

showed the extent to which they provided accessible hospital care for inpatients.

No hospital reported indicators of access to hospital care by outpatients and

emergency patients.

Important aspects of accessible hospital care against which hospitals could measure

and report their performance include:

queuing – waiting times for elective surgery, for outpatients (both for an

appointment and waiting to be seen), and for admission as an inpatient;

equity of access – in the provision of services to segments of the population

who have special needs, for example because of language difficulties; and

physical access – measures to minimise the impact of the time and distance

from hospital services.

Queuing

Only four of the 20 hospitals visited reported information relating to waiting lists

or waiting times. However, the utility of the information reported differed in each

case.
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Even hospitals which reported queuing information did so in different ways:

Fremantle Hospital reported an informative matrix showing the number of

patients waiting and the time spent waiting by specialty for each of four years.

King Edward Memorial and Princess Margaret Hospitals reported the percentage

of patients, who had been clinically assessed as needing admission within 30

days, who were admitted within 30 days of their assessment.

Bentley Hospital reported the number of people on their waiting lists and the

number of urgent cases waiting more than 30 days, but did not explain which

services the waiting lists were for.

Waiting times are more meaningful performance indicators than waiting list

numbers, as they show the impact of a hospital’s waiting list on patients. However,

it is important that hospitals explain what is being measured.

The indicators reported by King Edward Memorial and Princess Margaret Hospitals

are of waiting times from when patients are assessed in outpatient clinics, the

emergency department or doctors’ rooms. They do not include the time spent

waiting by patients between referral and assessment. It is unclear from the indicators

of Bentley and Fremantle Hospitals how waiting times are measured.

The Health Department’s annual report for 1994–95 included as a performance

indicator the median waiting times for teaching hospitals, based on information

from their Waiting List Data System. Only three of the five teaching hospitals

included their equivalent figures as performance indicators for 1994–95.

The Hospitals Program statement for 1996–97 refers to the continuing high priority

to be afforded to reducing waiting lists and waiting times for elective surgery.

Indicators of waiting times will therefore continue to be important measures of

hospitals’ performance in meeting this priority and should be regarded as key

indicators of access to hospital services.

Equity of access

The indicators listed under equity of access in Appendix 1 — frequency of interpreter

service use, mix of public and private patients, and aboriginality — were reported by

just one hospital. Although they might provide useful information for hospital

management, they are not key effectiveness indicators of equitable access because they

did not show the extent to which the services provided met the need for those services.
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Physical access

No hospital reported indicators of the measures they have taken to reduce the

impact of the time and distance some patients are from hospital services.

Physical access to hospital services is an important issue in the Kimberley

Region. Although Derby Regional Hospital has strategies to take some specialist

hospital services into remote communities, it did not report the impact of

these initiatives as a performance indicator in 1994–95, but intend to do so

for 1995–96.

Acceptable hospital care

Statewide Patient Satisfaction Survey

The 1995–96 Hospitals Program refers to the provision of services in a way that is

acceptable to patients. Satisfaction surveys are the primary means of gauging the

acceptability of services to patients.

Good Practice

Indicators of acceptable hospital care should be derived from representative

samples of all inpatients and non-inpatients, include the full scope of services

provided by hospitals, and be tailored to the specific concerns of patients.

A Statewide ‘patient satisfaction survey’ of inpatients is coordinated by the

Department of Health. It is based on ten very general questions of satisfaction,

such as “How do you rate the quality of service you have received?” and “In general

how helpful were our staff?”. The questions were selected by a committee composed

of representatives of the Health Department, teaching hospitals and non-teaching

hospitals. There was no consumer representation on the committee.

In 1994–95, 19 of the hospitals examined reported in some way their results from

the Statewide inpatient survey. No hospital reported indicators of the level of

satisfaction with outpatient or emergency services.

The results of the Statewide survey, as a key performance indicator of the

acceptability of an individual hospital’s services, are limited because:

being conducted over the course of just one week, the sample size for most

hospitals was small and unrepresentative of their patient populations (across

Western Australia there were 2 332 responses compared with a total of more
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than 320 000 inpatient separations in 1994–95, giving an average sample size

of less than one per cent);

the overall response rate was less than 50 per cent of inpatients discharged

during the survey period, and within some hospitals was below 20 per cent;

and

the questions included in the survey were broadly based and standard for all

hospitals, and therefore not geared to the specific services provided by different

hospitals nor the specific concerns of patients (Figure 8).

Figure 8: Patients’ Concerns

Source: National Hospitals Outcome Program Report – The role of patient satisfaction
surveys in a national approach to hospital quality management.

In consequence, the Statewide survey provides hospital management and external

users with little information about the acceptability of the services actually provided.
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Port Hedland Regional Hospital carried out a survey of inpatients during the

period December 1995 to February 1996. The results led to the hospital taking

action to improve the cleaning of wards and the quality of information provided

to patients.

The results of these surveys were included as part of a hospital’s published

performance indicators in only a few cases. However, where hospitals’ internal

surveys are designed to obtain a broad measure of patients’ satisfaction with services

received, they might provide more meaningful and appropriate measures of patient

satisfaction than the Statewide survey.

Fair representation of effectiveness

Good practice

Key effectiveness indicators should be verifiable, free from bias and derived from

reliable information systems.

The collection and classification of data on a consistent basis increases the reliability

of the performance indicators produced. For some quality indicators (such as ACHS

clinical indicators) and access indicators (such as urgency classifications for waiting

times), data definitions set by appropriate national bodies provide a basis for

consistency.

Reliable clinical indicators require accurate and complete medical records. Some of

the hospitals examined had substantial backlogs in the completion of clinical data

and the coding of medical records. A recent study by the Commonwealth Department

of Health and Human Services – The Quality in Australia Health Care Study, 1995

— estimated that more than 50 per cent of medical records were incomplete, missing

key documentation relating to, for example, initial diagnosis, medical progress and

discharge summaries.

Data for clinical indicators are routinely collected by some hospitals over the full

year. Others collect data over a three month period each year, in line with minimum

ACHS requirements. From January 1997, all accredited hospitals will be required to

collect clinical indicators data on a continuous basis and to report the indicators to

ACHS at six monthly intervals. This should further improve the reliability of clinical

indicators.
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For some clinical indicators, however, data recording systems do not capture all of

the relevant data. For example, the number of unplanned readmissions may be

understated when inpatients are readmitted to a different hospital.

Many of the clinical indicators reported by hospitals are derived from locally

developed and operated manual systems. Outside the large teaching hospitals, few

hospitals have the clerical resources to maintain these systems, which are sometimes

run by the medical practitioners whose performance is being measured. Where

this is the case, control procedures are needed to provide assurance that the

indicators are free from bias.

Recommendations

All hospitals should measure relevant clinical indicators and, where they

reflect significant aspects of the services provided, report them as key

performance indicators of the quality of care.

Hospitals and the Health Department should monitor the development of

more suitable measures of the quality of patient care, particularly those

related to outcomes, and incorporate them into their key performance

indicators as appropriate.

Hospitals should design indicators of their performance in providing

accessible hospital services which are relevant and significant to the services

they provide and their operating environment.

The Health Department and hospitals should improve measurement and

reporting of patient satisfaction with hospital services actually provided.

Hospitals should develop and report key effectiveness indicators which

address the accessibility, quality and acceptability to clients of outpatient

and accident and emergency services.

Hospitals should ensure that their key effectiveness indicators are supported

by reliable data systems.
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Few hospitals reported performance indicators in 1994–95 which enabled

external users to gain a meaningful overview of their efficiency.

All hospitals now have information available to enable them to report key

efficiency indicators for inpatient services which take into account the

variation in complexity of the hospital’s case mix.

Further work is required to enable hospitals to weight efficiency indicators

for non-inpatient services  to reflect the type and complexity of services

provided.

The inaccuracy and lack of completeness of some clinical data undermines

the reliability of some key efficiency indicators.

Introduction
Good practice

Key efficiency indicators are those which relate a hospital’s outputs to the overall

cost of the resources used to produce those outputs and provide a comprehensive

overview of efficiency.

Under their service agreements with the Health Department hospitals receive funds

to provide services to patients in order to achieve the broad aims set out in the

Hospitals Program objective. Hospital management uses these funds to purchase

the input resources — such as staff, buildings, equipment and utilities — needed

to treat patients.

It is the responsibility of hospital managers to decide on the optimal combination

of resources to provide patient services in an effective and efficient manner. To

assist them, managers make use of a wide range of information, including:

financial information, such as expenditure against budget, asset utilisation

and other financial ratios;

workload information, such as number of admissions, separations and non-

inpatient occasions of service;

employee information, such as staffing levels, staff turnover and absenteeism;

and

a range of performance measures related to bed capacity and occupancy, bed

day costing, patient day costing, staffing ratios, average length of stay, and

average costs for inpatients and non-inpatients.
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Although useful to management, little of this information can be used as key

indicators, as it does not help external users assess a hospitals’ overall efficiency in

producing the outputs of treated inpatients, outpatients, and emergency patients.

Rather key efficiency indicators relate outputs to the funds spent by hospitals (Figure 9).

Figure 9: Key efficiency indicators

Key efficiency indicators relate inputs to outputs, instead of focusing on activities.

Source: OAG
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Findings

Table 2 sets out the types of indicator reported under efficiency for 1994–95 by the

20 hospitals examined.

Reported Indicators Teaching Ring Regional Total
Hospitals Hospitals Hospitals

(5) (6) (9) (20)

Inpatients

Cost per inpatient 2 – – 2

  (weighted for casemix)

Cost per inpatient 4 6 8 18

  (unweighted)

Other cost measures 2 6 4 12

Length of Stay 5 6 8 19

Non-inpatients

Cost per Outpatient 1 1 – 2

 (unweighted)

Emergency patients – – – –

Workload and 4 6 9 19

  Operational Information 1

Table 2: Indicators reported by hospitals for 1994–95 as ‘efficiency indicators’

Note:  1  e.g. human resource information, occupancy and energy conservation

Source: 1994–95 Annual Reports for 20 hospitals
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Inpatient efficiency indicators

Average cost indicators

Good practice

In calculating average costs, hospitals should use:

those costs associated with the output being measured

the number of outputs produced rather than other activity measures

the number of separations, or completed episodes of care.

Most hospitals used the number of people admitted for treatment as a measure of

the number of inpatients. Since not all admissions result in the ‘output’ of a

completed episode of care (because of cancelled or deferred operations, or patients

discharging themselves before treatment) the number of separations is a more

accurate output measure.

Most hospitals calculated an average cost per inpatient by relating number of

admissions to the total hospital expenditure. This can be misleading, as total

expenditure includes costs associated with the provision of significant non-inpatient

services at some hospitals.

A National Costing Study, undertaken by consultants on behalf of the

Commonwealth Department of Human Services and Health, is one of a number of

studies which have provided hospitals with a methodology to allocate costs to

inpatient services and non-inpatient services. All hospitals should be able, therefore,

to analyse their expenditure each year and estimate the proportion of their total

costs which is attributable to the provision of inpatient services.

Good practice

A hospital’s key efficiency indicators for inpatient services should be weighted

to reflect its casemix.

Hospitals treat inpatients who have conditions of widely varying complexity and

severity. The complexity of an individual case can have a substantial impact on the

level of resources required to treat it. For example, the resources used for a heart or

liver transplant are far more costly than those required for minor surgery

(Figure 10).
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Figure 10: Resources required for the treatment of different conditions

Resources required vary widely with the condition treated. Efficiency indicators should
recognise this variation.

Source: Commonwealth Department of Human Services and Health and the OAG.

A hospital’s overall casemix, therefore, is a significant factor in the resources a

hospital uses. It follows that a hospital which has a relatively complex casemix

would use more resources to treat the same number of inpatients than a hospital

with a less complex casemix.

Only two hospitals reported efficiency indicators in 1994–95 which took account

of the variation in the complexity of the cases dealt with by the hospital by weighting
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which make up a hospital’s total case load can lead external users to the wrong

conclusions about a hospital’s efficiency (Figure 11).
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Figure 11: Adjusting for casemix

Hospital efficiency indicators should be adjusted for casemix.

Source: OAG
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coded by individual hospitals. It reflects the complexity of the cases, based on the

application of cost weights derived from the National Costing Study, which make
up a hospital’s total caseload. Hospitals can now adjust for casemix by applying
their casemix index to the average cost per inpatient separation. This produces an

overall indicator of the efficiency of the hospital’s inpatient services.

Computerised clinical costing systems have been introduced into teaching hospitals
and are progressively being introduced into ring hospitals. These enable hospitals
to attach inpatient costs to each episode of care, and provide management with

valuable information with which to investigate, at an individual patient or aggregate
level, variations in a hospital’s efficiency.

Funding for inpatient services, based on hospitals’ casemix, was introduced in 1995.
Under casemix funding, hospitals are paid to provide a certain number and mix of

inpatient services. The price paid is intended to reflect the hospital resources used
for, and hence the complexity of, each inpatient episode of care.

Management now needs to use costing and efficiency information based on the
casemix of inpatient services actually provided by the hospital, so that it is in a

better position to negotiate contract prices with the Health Department.

Other inpatient cost measures

Twelve of the hospitals examined reported as efficiency indicators a range of
management costing information, most commonly cost per bed day. Because they
do not relate cost to outputs, they are not key efficiency indicators and should not

be reported as such.

Length of stay indicators

Good Practice

Average length of stay indicators can support, but not substitute for, costs per

weighted separation as key indicators of the overall efficiency of inpatient services.

Average length of stay indicators should be weighted to adjust for casemix.

Nineteen of the 20 hospitals examined reported, in one form or another, inpatient

average length of stay in hospital as part of their efficiency indicators for 1994–95.

Length of stay data are more easily obtained than other component clinical costs
and can provide management with valuable operational information about aspects

of expected resource use.
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Simply averaging the length of stay of all inpatients can be misleading, however,

because the length of stay is often closely related to the condition being treated.

Casemix has a significant impact on the average length of stay and indicators need

to be weighted to reflect this.

The value of average length of stay indicators as a management tool is increased where

a hospital can compare the length of stay associated with specific hospital procedures

or groups of related procedures with comparable procedures at other hospitals.

Royal Perth Hospital regularly benchmarks the length of stay for particular

diagnosis related groups against the length of stay at other hospitals. This

helps hospital management to identify factors which can reduce the time

needed in hospital.

Even when the average length of stay is weighted to reflect casemix variation,

however, it still addresses only one of the component costs of an episode of hospital

care. Hospitals undertake a wide range of procedures, some of which will require

more expensive resources, relative to length of stay, than others (Figure 12).

Weighted average length of stay indicators are suitable for providing supportive or

explanatory information about efficiency, but do not provide sufficient information

to be key indicators of overall efficiency.

Figure 12: Comparison of cost and length of stay for different hospital procedures

Procedure B has a much higher cost, relative to length of stay, than Procedure A. Length of
stay indicators should be weighted to reflect these differences.

Source: Commonwealth Department of Human Services and Health.
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Non-inpatient efficiency indicators

Good practice

A hospital’s package of key indicators should address the efficiency of services

to non-inpatients as well as inpatients.

Royal Perth and Wanneroo Hospitals reported the average cost of treating outpatients

as an efficiency indicator for 1994–95. In each case the costing base is not explained

and it is unclear whether ‘outpatients’ included accident and emergency attendances.

No other hospital reported unit costs for non-inpatient services.

The methodologies used to estimate the costs of inpatient services also produce

information on the estimated costs of non-inpatient services. By applying these

methodologies therefore, hospitals can calculate, their average cost per non-inpatient

occasion of service.

As with inpatient casemix, it is known that the variation in outpatient casemix

involves different clinical disciplines and that costs can vary widely between

different types of cases. However, unlike inpatient services, there is no widely

accepted system in use for classifying non-inpatient occasions of service to reflect

the hospital services provided and expected levels of resource usage.

Until a system is developed and adopted which enables the average cost per occasion

of service to be weighted to reflect casemix factors, non-inpatient efficiency

indicators will be of very limited meaning and utility.

Workload and operational information

Many hospitals included a variety of workload and operational information as

“efficiency indicators” in their 1994-95 annual reports. However, because they do

not illustrate the efficiency of resource use, they are not key indicators. Where

included in annual reports this information should be separated from hospitals’

key efficiency indicators.
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Fair representation of efficiency

Good practice

Key efficiency indicators should be verifiable, free from bias and derived from

reliable information systems. Together they should cover all outputs and reconcile

the costs allocated to different outputs back to the expenditure figures in a

hospital’s financial statements

There are no generally accepted definitions and derivations of efficiency indicators

in Western Australian hospitals. Different hospitals use different bases for

calculating their indicators, which limits their usefulness and the scope for

comparisons.

Most hospitals have well established systems for recording volume data, such as

the number of inpatient admissions and separations, and non-inpatient occasions

of service. However, the classification of inpatient episodes of care to reflect case

complexity requires doctors to record clearly the most appropriate principal

diagnosis, and medical records staff to correctly code the data. Some hospitals had

a significant backlog in the completion of medical discharge summaries. Others

suggested that they had little confidence in the completeness and accuracy of coded

clinical information.

Source data for the calculation of relevant costs include expenditure as recorded by

hospitals’ accounting systems. Costing systems, which allocate hospital expenditure

to patients and other cost centres, have only recently been introduced into some

hospitals. Internal controls over these systems have not yet been verified.

Hospitals which do not have computerised costing systems need to derive the

estimated costs of providing inpatient and non-inpatient services from expenditure

figures recorded by their accounting systems. These systems are subject to

verification as part of the external audit of hospitals’ financial statements.

Nevertheless, the allocation of expenditure between inpatient and non-inpatient

services will be subject to a number of assumptions which should be fully

documented and explained in notes to the indicators.

Hospitals should report key efficiency indicators which, together, cover all of their

outputs. The costs allocated to different outputs should reconcile with the overall

expenditure figures in a hospital’s financial statements. If the allocation of costs to
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one type of output, such as inpatients, is inappropriate, it will be reflected in an

inappropriate allocation to a different type of output, such as non-inpatients

(Figure 13).

Figure 13: Allocation of total expenditure to outputs.

An inappropriate allocation of expenditure between inpatient and non-inpatient services,
which results in a reduced cost per weighted inpatient separation, will also result in an
increased cost per non-inpatient occasion of service.

Source: OAG

Recommendations

Key efficiency indicators for inpatient services should include only those

costs associated with providing inpatient services, and should be weighted

to reflect hospitals’ inpatient casemix.

Hospitals should apply the methodologies used to calculate the cost of

inpatient services to calculate average cost per non-inpatient occasion of

service.

The Health Department should take a leading role in developing meaningful

ways of classifying non-inpatients occasions of service to reflect complexity

and resource usage.
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The Health Department should develop and promulgate standard definitions

for efficiency indicators.

Hospitals should ensure that the systems from which efficiency indicators

are derived produce reliable information.

Key efficiency indicators should embrace all of a hospital’s outputs.
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The limited use of comparative indicators and of notes to fully explain

performance indicators makes it hard for external users to understand them.

Introduction

External users of hospital performance indicators are often unfamiliar with

hospitals’ operating environments and the terminology used. Techniques which

show performance in a way that is easily understood improves the value of the

indicators (Figure 14).

Figure 14: Impact of good presentation, use of comparisons and explanatory notes

Clear presentation, use of comparisons and explanatory notes make performance indicators
easier to understand and interpret.

Source: OAG
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provides a guide to the quality of clinical management of patients during their stay in hospital.

(iii) The indicator shows that 3.5 per cent of inpatients were readmitted within 28 days of their
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Findings

Presentation of indicators

Good practice

Performance indicators should be presented in a way which enables users to

quickly understand the information reported.

The standard of presentation of performance indicators in hospitals’ 1994–95 annual

reports varied considerably. A number of hospitals set out their indicators in a

clear and consistent style. The layout of others made the indicators difficult to

read and comprehend. A small number of hospitals — including Albany, Royal

Perth and Rockingham/Kwinana Hospitals — presented their performance

indicators in an easily understood graphical format which highlighted trends and

comparative performance.

Use of comparisons

Good practice

Performance indicators should facilitate comparisons – with predetermined

targets or standards, previous performance and the performance of other,

comparable, hospitals.

There was a significant variation in the extent to which hospitals made use of

comparative information.

No hospital set predetermined targets for their indicators. However, most hospitals

which reported ACHS clinical indicators did so against performance thresholds set

by the ACHS. The teaching hospitals which reported effectiveness indicators for

their tertiary specialties compared them with national averages or figures for

comparable hospitals outside Western Australia.

Being standard for all hospitals, the Statewide patient satisfaction survey should

facilitate comparisons of the results for different hospitals. However, hospitals

reported their results in different ways. Most reported a single satisfaction index

representing the average score given by respondents for all ten questions in the

survey. Other hospitals provided more detail by setting out the average score for

each of the ten questions.
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Some hospitals compared their efficiency indicators with those from previous years.

Sir Charles Gairdner Hospital’s indicator of weighted average cost per separation

included comparable indicators from the other teaching hospitals in Western

Australia.

However, the absence of generally accepted definitions and derivations of efficiency

indicators in Western Australian hospitals, together with the limitations to the

associated information systems, makes meaningful comparisons, against

benchmarks and between hospitals extremely difficult.

Explanatory notes

Good practice

Explanatory notes should help users interpret performance indicators and explain

their relevance to the objective , their derivations and limitations.

Explanatory notes to performance indicators are essential to help users understand

what is being measured, what the indicators represent, their associated limitations

and how to interpret the information. Notes should also explain an indicator’s

relevance to stated objectives and why it represents a key indicator of performance.

In addition, hospitals should use notes to interpret their reporting objectives and

explain how they link to the Hospitals Program objective.

With a small number of exceptions, most hospitals did not make sufficient use of

explanatory notes. In some cases, performance indicators were listed without any

supporting explanation whatsoever. In others, the terminology being used and the

derivation of indicators were not explained, leaving the reader of the information

with little understanding of what the hospital was reporting.
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Recommendations

Hospitals should improve the presentation of the performance indicators

included in their annual reports.

Hospitals should make full use of available comparative performance

information such as industry or national standards and performance of other

hospitals, and they should illustrate trends in their performance over time.

The Health Department should provide information to hospitals on Statewide
performance averages and benchmarks.

Hospitals should include more extensive explanatory notes to improve the
quality and meaning of performance indicators.
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Some hospitals lack the information systems or the staff expertise required

to develop useful performance indicators

The Health Department could play a much greater role in emphasising to

hospitals the importance of producing better quality performance indicators,

in issuing specific guidance on what those indicators should be and how

hospitals should provide them.

Service agreements with hospitals provide an opportunity for the

Department to re-enforce performance reporting by hospitals and to align

the Department’s information requirements with performance indicators

that meet the requirements of the FAAA.

Public accountability of hospitals would be improved if the Department

reported key efficiency and effectiveness indicators of each hospitals’

performance in a single document.

Introduction

Overall, hospitals have made only limited progress in the development and reporting

of key effectiveness and efficiency indicators. A number of factors are involved in

the pace and extent of the development (Figure 15).

Figure 15: Factors Influencing the Development of Hospital Performance Indicators
Source: OAG
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Findings

Hospital staffing and expertise

Staff in the hospitals examined demonstrated a range of skills and experience in

developing, using and reporting performance information, but overall their

understanding of their performance indicator reporting responsibilities was limited.

Hospital management was aware of some government wide publications, such as

the Public Sector Management Office publication “Preparing Performance Indicators”

and had an understanding of the high level requirements of the FAAA, and the

associated Treasurer’s Instruction. However, in a number of cases, managers were

unclear on how to interpret these requirements into a hospitals context.

There was also confusion in some hospitals about how the performance indicators

for FAAA reporting purposes link with the Department’s Service Agreement and

other information requirements.

A number of hospital managers pointed out that, given their other priorities and

the resource constraints under which they were working, they did not want to

invest more than minimal staff resources in the production of performance

indicators.

Some hospitals, particularly those outside the metropolitan area (such as Port

Hedland and Derby Hospitals), experience a significant turnover of both executive

and clinical staff. The loss of acquired expertise and corporate knowledge in the

hospitals concerned has adversely affected the development of performance

indicators.

Nearly all hospitals indicated that they would welcome and respond to advice and

specific guidance from the Health Department.

Direction and guidance from the Health Department

Strategic direction

The absence of a strategic plan for health in Western Australia has inhibited long

term planning at the hospital level. The most recent service wide strategic plan, for

the period 1989–1993, was never fully implemented. Successive changes in the

structure of the health service in Western Australia and of key personnel at the
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Health Department have further frustrated strategic planning — including the

development of performance indicators — at both a Statewide and hospital level.

Standards and guidance

In 1989 the Health Department issued guidance to hospitals on annual reporting

which included a model set of hospital performance indicators. It noted the

importance of hospitals using these as a set of core indicators to facilitate the

Statewide aggregation of information.

In June 1994, the Health Department published, as part of its Accounting Manual,

Guidelines for Hospital Annual Report Preparation for 1993–94. These referred to

a suite of performance indicators for hospitals which “outlines in detail what and

how indicators are to be collected ”. The guidelines also referred to new efficiency

and effectiveness indicators being developed for the 1994–95 financial year.

However, the suite of suggested new indicators for 1994–95 were not issued to

hospitals.

The Department has issued little further direction to hospitals on performance

indicators. Some hospitals have interpreted this to mean that the Department

attaches low priority to performance indicators and these hospitals too have given

them low priority.

Recent Health Department initiatives

A working party, established during the course of this examination, is to identify

appropriate key performance indicators for public hospitals in Western Australia.

It includes representatives from the Department, teaching, ring and regional

hospitals and the private sector. The terms of reference state that these indicators

should provide useful information to hospitals and the Department, as well as to

the Government and the Western Australian public.
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Information systems and information technology

Limitations of existing systems

The performance indicators reported by hospitals are derived from both manual

and automated information systems. Most of the hospitals visited referred to the

limitations of their information systems as impeding the development of

performance indicators. Particular limitations of existing information technology

systems include:

difficulty in producing timely information;

difficulty in attaching costs to outputs;

lack of flexibility in meeting varying information needs;

inability to support accruals accounting in all hospitals; and

inability to provide departmental and clinical costing information.

Few hospitals have information systems which integrate their routine management

information requirements with the production of key performance indicators for

public reporting. The prospects of integration are frustrated by the fact that many

hospitals do not consider the performance indicators they report to be useful for

management purposes. Decisions on what performance indicators will be produced

for public reporting purposes are often not made until the year end. None of the

hospitals visited had decided on their performance indicators for 1995–96 at the

time of the examination team’s visits during the period March to May 1996.

Data quality

Hospitals generate large volumes of clinical, financial and management data for a

variety of internal and external users. The purpose of providing the data, and the

use to which it is put, are not always clear to the hospital staff who are responsible

for generating and interpreting the data.

Differences between and within hospitals in data definitions and collection

methods, delays and errors in coding data, and poor data management controls

give rise to concerns about the accuracy and completeness of the data used, not

only to derive hospital performance indicators but also for many other decisions in

the health system.
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Current Developments

The information systems and associated technology available to all hospitals visited

are being progressively upgraded. The system upgrades planned for substantial

completion by 1997 will provide like hospitals with common core patient

management systems and integrated accruals accounting systems. Teaching hospitals

and ring hospitals will also have systems to cost their services down to clinical

classification and patient level. Other benefits include:

electronic input capabilities which should significantly decrease the time for

information turn around and increase information accuracy;

more flexible and efficient retrieval of data;

accrual accounting systems which will provide the data for costing;

improved human resources management information; and

for teaching and ring hospitals, computerised clinical care information.

When these developments are fully implemented, information systems should be

capable of producing more accurate, flexible and timely information to support

hospital management. The provision of more useful and timely management

information should serve to increase hospitals’ sense of ownership of data and

systems and more reliable and meaningful performance indicators should result.

Nevertheless some performance information, particularly clinical performance

indicators, will continue to be produced by manual information systems, and

concerns about the integrity of data in these systems remain.

Hospital Service Agreements

Under the revised arrangements for funding hospitals introduced in July 1994, the

Health Department purchases services from public hospitals through annual service

agreements. These specify the outputs which hospitals are required to produce in

exchange for funds. Service agreements also specify a range of performance and

other information to be supplied to the Department.

In 1994–95 and 1995–96, the service agreements with public hospitals were placed

by seven regional purchasing authorities. The performance information required

by each authority varied, although all required performance information related to

aspects of efficiency and effectiveness. These included some of the key effectiveness



51

Performance Indicators
of Western Australian

Public Hospitals

The Way ForwardThe Way Forward

indicators, such as ACHS clinical indicators, which hospitals were reporting to meet

FAAA requirements. They also included key indicators, for example on waiting

times, which only a few hospitals had been reporting.

The service agreements did not, however clearly link with the Hospitals Program

objective. Because a number of hospitals visited viewed their primary objective as

meeting their service agreements, they did not relate their performance reporting

obligations under their service agreements to their FAAA reporting.

For 1996–97 responsibility for purchasing health services has been centralised in

the Health Department. A draft standard format service agreement for all public

hospitals includes requirements for reporting performance information to the

Department. The draft also states that hospitals should prepare an annual report

in accordance with the FAAA.

The draft service agreement does not, however, specify which performance

indicators, from the range hospitals are required to provide the Department, might

be suitable for inclusion in their annual reports. The 1996–97 agreement does not

make the links between hospitals’ objectives and the Hospitals Program objective

any clearer than in earlier agreements.

The hospitals’ service agreements are mechanisms for controlling the disbursement

of the funds appropriated to the Hospitals Program. As such, the objectives and

reporting requirements of each should be compatible. Centralisation of the

purchasing function provides the Department with an opportunity to send clear

and consistent messages to hospitals on both their agreed and their statutory

reporting duties.

Output Based Management

The phased implementation of Output Based Management (which is intended to

be fully implemented by the 1998–99 Budget) will provide a strong incentive for

the Health Department and hospitals to clarify the costs of various types of hospital

services and the linkage between these services and the health outcomes desired

by government. It will have a significant impact on the need for better performance

information.



UNDER WRAPS!

52

Office of the Auditor General

The Way ForwardThe Way Forward

Developments elsewhere

The performance of public hospitals in other parts of Australia and overseas are

reported publicly in some form or another. In Western Australia, however, the

requirement that the performance indicators be audited can give added assurance

about the information reported. Even so, information users need to go to each

hospital’s annual report to see its performance indicators. This limits the extent to

which Parliament and other users can easily compare performance across hospitals.

Examination of hospital performance reporting in other jurisdictions should prompt

the Health Department to consider the opportunities to enhance the mechanisms

of public accountability for hospital performance in Western Australia by drawing

together and publishing comparative information from across the health system.

National Developments

The Commonwealth Government sponsored the National Costing Study which

produced national average costs for different clinical categories of inpatients and a

methodology to enable hospitals to calculate their average cost per inpatient,

adjusted to reflect a hospital’s casemix.

In February 1996, the National Health Ministers’ Benchmarking Working Group

produced a report — “The First Report on Health Sector Performance Indicators:

Public Hospitals – the State of Play” — which was a first step in developing

benchmarks for health sector performance in Australia. The report proposed a set

of performance indicators for assessing and comparing hospital performance on a

national basis. These related to efficiency, productivity, quality and access. The

report also noted some limitations to the indicators where further research is

required:

efficiency and effectiveness indicators do not take account of factors such as

severity of illness;

the availability and quality of data limited comparisons and benchmarking;

and

the reliability and validity of clinical indicators have not been established.

The report provides a basis for hospitals to focus on the potential utility of the

performance indicators used. For example, five indicators are proposed as measures

of access to hospital care. These are waiting times for elective surgery, outpatient

waiting times, emergency department waiting times, variations in intervention rates
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and the number of separations per 1000 population. Together these could provide

a satisfactory indicator of access in terms of the timeliness and appropriateness of

hospital care.

As a follow on to the First Report, a National Hospital Outcomes Program of studies

is under way. Studies include:

developing and testing broad health outcome measures;

testing the reliability and validity of four national quality of care ACHS indicators

and developing risk adjustment methods for each;

consumer feedback, such as patient satisfaction surveys; and

testing the reliability and validity of, and developing risk adjustment methods

for, 16 sets of medical specific quality of care indicators.

The outcome of these national studies should assist the Health Department and

hospitals in Western Australia to improve further the quality of their performance

indicators.

Developments in other Australian States

The public reporting obligations of public hospitals vary in different States in

Australia.

In Victoria, under the Financial Management Act 1994, hospitals are required to

include in their annual reports a description of performance against their operational

objectives, including significant activities and achievements during the year. They

are also obliged to include measures of service, activity and efficiency for different

programs, including the unit cost of different services.

In New South Wales, under 1995 Treasury Regulations hospitals are required to

insert certain performance information, including efficiency and effectiveness

indicators, in their annual reports. The types of indicators are not specified. Although

the performance indicators are not subject to audit, the Auditor General checks

annual reports to verify that minimum requirements have been met. The New

South Wales Government also publishes each year a Public Hospitals Comparison

Data Book. Aimed at providing health professionals and the public with data to

make comparisons between public hospitals, the Book includes a wide variety of

data related to workload, expenditure, staffing and efficiency.
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Hospitals in all other States in Australia use ACHS hospital wide indicators,

accreditation status and patient satisfaction surveys as measures of effectiveness.

In addition, in some States hospitals record waiting times against benchmarks as a

measure of access to hospital services. Hospitals in Victoria, which pioneered

casemix funding in Australia, are able to measure costs per weighted inpatient

separation as a key efficiency indicator. Other States are seeking to develop similar

efficiency measures.

Recommendations

The Health Department should issue, and regularly update, specific guidance

to hospitals regarding their performance reporting responsibilities under

the FAAA.

The current joint Health Department and hospitals working party should

recommend appropriate performance indicators for hospitals to use. The

working party should communicate its findings and conclusions  clearly to

responsible staff in all public hospitals in Western Australia.

Hospitals should ensure that both manual and automated systems which

support the production of performance indicators are subject to adequate

management control and audit.

The Department should make clear in their service agreements with hospitals

how hospital objectives link to the Hospitals Program objective, and how

the performance reporting requirements of the FAAA inter-relate with

hospitals’ reporting requirements under their service agreements.

The Health Department should monitor developments in other jurisdictions,

particularly those related to effectiveness indicators concerning the quality

and outcomes of hospital care.

The Health Department should consider whether public accountability could

be enhanced by reporting selected indicators of hospitals’ performance in a

single document, to facilitate meaningful and informed evaluation of

performance in the context of strategic health objectives.
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Types of Effectiveness Teaching  Ring Regional Total
Indicators reported in 1994–95 Hospitals Hospitals Hospitals

(5) (6) (9) (20)

Quality Hospital Care

ACHS Accreditation status 3 3 6 12
Clinical Indicators:

Hospital wide clinical indicators
(e.g. hospital acquired infection
& unplanned readmissions to
hospital) 4 3 4 11

Other clinical indicators
(e.g. gynaecology & obstetrics) 1 2 4 7

Tertiary specific indicators
(e.g. coronary & renal procedures) 4 n/a n/a 4

Other indicators
(e.g. the existence of a quality
assurance program) – 2 3 5

Accessible Hospital Care

Queuing
Waiting List Information 3 1 – 4

Cancellation, lack of beds 1 – – 1

Equity of access
Frequency of interpreter service use – 1 – 1

Mix of public and private patients – 1 – 1

Aboriginality – 1 – 1

Physical access

no indicators presented – – – none
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Acceptable Hospital Care

Patient Satisfaction

Statewide Patient Survey 5 5 9 19

Other Satisfaction Survey results – 1 1 2

Other Indicators

Existence of a customer service – 1 3 4

charter

Forum for customer input – 1 2 3

& feedback

Customer complaints indicators – 1 1 2
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Objectives should…

provide an appropriate basis for reporting performance;

reflect intended outcomes;

be specific, measurable and relevant to the Hospitals Program objective; and

be meaningful to the hospital concerned and provide a basis for developing its

management strategies.

Key effectiveness indicators should…

show the extent to which the hospital has met each measurable component of

its objective of providing services for inpatients, outpatients and emergency

patients.

Indicators of quality care should…

show the extent to which recognised standards have been met;

be relevant to a significant component of patient treatment and care; and

be weighted by casemix to reflect the relative risks associated with different

groups of patients or categories of procedures.

Accessible care indicators should...

report waiting times for access to hospital services;

show the extent to which specific services for segments of the population

with special needs have met those needs; and

where appropriate, show the impact of measures taken by the hospital to reduce

the effect of time and distance some patients are from hospital services.

Acceptable care indicators should...

be derived from representative samples of all inpatients and non-inpatients;

include the full scope of services provided by hospitals; and

be tailored to the specific concerns of patients.

To fairly represent effectiveness, indicators should...

be verifiable, free from bias, and derived from reliable information systems.
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Key efficiency indicators should...

provide a comprehensive overview of efficiency; and

relate a hospital’s outputs to the cost of the resources used to produce those

outputs.

Inpatient efficiency indicators should calculate average costs using…

those costs associated with the output being measured;

the number of outputs produced rather than other activity measures;

the number of separations, or completed episodes of care; and

weightings which reflect the hospitals casemix.

Average length of stay indicators…

can support, but not substitute for, costs per weighted separation; and

should be weighted to adjust for casemix.

Non-inpatient efficiency indicators should...

address the efficiency of services to non-inpatients.

To fairly represent efficiency, indicators should...

together cover all of the hospital’s outputs;

reconcile with the expenditure figures in a hospital’s financial statements;

and

be verifiable, free from bias and derived from reliable information systems.

Reported performance indicators should...

be presented in a way which enables users to quickly understand the

information reported;

facilitate comparisons – with predetermined targets or standards, previous

performance and the performance of other comparable hospitals; and

use explanatory notes to help users interpret performance indicators and

explain their relevance to the objective, their derivations and limitations.



59

Performance Indicators
of Western Australian

Public Hospitals

On request these reports may be made available in an alternate format.

Performance Examination ReportsPerformance Examination Reports
1993

Internal Audit in Selected Government Agencies November 2, 1993

Child Care in Western Australia November 10, 1993

Public Sector Travel
  Corporate Card
  Main Roads Properties
  Mining Royalties  November 16, 1993

1994

Utilisation of School Facilities in the Metropolitan Area March 24, 1994

Grants to Non-Government Organisations
  Pastoral Leases
  Records Management
  Purchasing May 11, 1994

Public Hospital Waiting Lists Information: Waiting Times – The Real Issue October 19, 1994

Financial Assistance to Industry
  Public Rental Housing
  University Consultancy Services November 3, 1994

Public Sector Performance Indicators 1993–94 December 7, 1994

1995

Legal Aid Commission April 5, 1995

Police Department Operations Centre May 4, 1995

Management and Control of Minicomputer–based Systems in
  Western Australian Government Agencies May 23, 1995

Management of the Public Bank Account Investments August 23, 1995

Value for Money in TAFE August 30, 1995

Public Sector Travel
  Corporate Card
  Cabcharge Facilities September 19, 1995

Hospital Emergency Departments November 1, 1995

Contracting for Services November 22, 1995

Public Dental Services December 6, 1995

1996

Improving Road Safety May 1, 1996

The Internet and Public Sector Agencies June 19, 1996


