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NSW Health



Activity Based Management in NSW
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• Activity Based Management (ABM) drives evidence-based decisions. 
It utilises patient level costing data to inform clinical, operational and 
strategic objectives.  This contributes to maximising value for patient 
care.

• Intentionally moved away from ABF as this data is to support the 
management of the system not only the funding side of it.
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Neutrality Convergence State Efficient Price VBM

• Keep the system 

operating

• Transparency

• Purchasing levers

• Transition Grant 

Reduction ($311M cash)

• Incentives ($62M cash)

• Recognised Structural 

Cost ($64.7M)

• Purchasing levers

• Determine “Efficient”

• Best Practice

• Bundle Payments

• Acute & ED transition 

remove

• Safety and Quality

• V to V

• Safety and Quality price

• Purchasing outcomes
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Activity Based Management in NSW



NSW Health State Price 2017/18
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• Transition Grants (TG) - If a LHD/SHN is operating above the State Price, they receive transition grants. TG is the difference between the 
State Price and the LHD/SHN Projected Average Cost (PAC) to keep the system safe and operating, with expectation that TG will be
removed eventually. 

• Acknowledging that rural LHDs face challenges in achieving economies of scale, RSC was introduced not to penalise regional LHDs.
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$311M Cash Savings



From Volume to Value in NSW Health
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• Under Activity Based Management, clinicians and managers are 
provided with accurate and timely information to support strategies 
to achieve better value care through continuous improvement.

• Actions to drive better value care have included introduction of
• an interim classification for purchasing mental health services;

• Recognised Structural Costs where applicable in recognition of higher fixed 
costs and economies of scale for rural and remote settings; 

• and capability building on Activity Based Management for staff across NSW 
Health.



NSW Health capability investment – LSE and 
UTS
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Safety and Quality – NSW Developments



Benchmarking as a learning opportunity
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• “Benchmarking is a practice that uses relative performance – the 
ranking of entities’ performance – to identify entities with superior 
performance, and this entity is then considered one from which it 
makes sense to learn. [..] it is possible to enhance performance by 
learning from the successful practices of others.”1

1- Buckmaster and Mouritsen (2017), Australian Accounting Review no.82 Vol.27 Issue 3 2017



Excluding HAC Encounters - Average Cost / 
NWAU 
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Analysis of the impact to average cost 

per NWAU by District or Network
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DVT Pressure

Injury
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Patient Level Costing 
Audit Program in NSW
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Patient Level Costing Audit Program Development
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NSW Auditor General’s Recommendation 
to Parliament in 2013

Program development and pilot in 2014

Mandatory Audit and a Condition of 
Subsidy from 2014/15

Internal Audit Teams undertake audit 
(where possible)

Attestation Certificate and Final Report 
submitted to NSW Secretary, Health



Patient Level Costing Audit Program
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Good patient costing data is priceless

Audit Objectives

• Fit for purpose

• Consistent Data

• Reliable Data

Three Lines of Inquiry

• Is patient data reliable and 
accurate?

• Are costing methodologies 
used appropriate and robust?

• Does preparation of the DNR 
comply with the NSW CAG?



Patient Level Costing Audit Program
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Patient level costing is a key health service management resource

Program Focus

• Risk based

• Governance processes

• Inputs vs outputs

• Process vs transactional

Program Concepts

• Materiality

• Elements of subjectivity

• Continuous 
improvement

• Not punitive

Program Challenges

• Keeping the scope 
manageable

• Small costing knowledge 
base

• Many staff indirectly 
involved in costing



Patient Level Costing Audit Program
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Governance

General Ledger

GL 
Transformation

Overhead 
Allocation

Patient 

Activity

Activity Data 
Linking

Cost Allocation



Patient Level Costing Audit Program Value
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• Authority of Auditors and the audit process

• Board Audit and Risk Sub-Committee oversight

• Recommendations must be monitored and progress reported

• Peer review process

• Knowledge transfer to other Internal Audit programs



Stakeholder Engagement – Case studies
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Stakeholder Engagement
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• Awareness 
• ABM Portal, UCV

• Action 
• Understand the rules

• Understanding
• Redesign process locally

• Habit
• Model of care performance

• Mastery
• Business as Usual
• Business Case development

Curator Process to gain Insight

• Local Health District 

• Hospital

• Specialty

• Disease process

• Patient journey
• Appropriate
• Safe
• Timely intervention 



Safety and Quality: ED Sepsis       Awareness
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Safety and Quality: ED Sepsis       Awareness

Start Date Class ED Diagnosis

DNR 

Patient 

No Representation

Avg Cost Per 

NWAU(17)

IP ALOS 

(Days)

ED ALOS 

(Hrs)

31/08/2015 016 - Adm_T2_Circulatory system illness I20.0-Unstable angina J225-0000106166N $7,482 N/A 10.65

31/08/2015 F60B - CIRC DIS+AMI-INVA INV PR,T<5D - J225-0000106166N/A $13,120 3.00 N/A

7/09/2015 081 - Adm_T2_Urolsys illness N17.9-Acute kidney failure  unspecif ied J225-0000106166N $2,764 N/A 4.15

7/09/2015 L67A - OTH KIDNY&URNRY TRCT DIS, MAJC - J225-0000106166N/A $9,198 9.00 N/A

18/09/2015 40.59 - Post Acute Care - J225-0000106166N/A $3,119 N/A N/A

3/02/2016 080 - Adm_T2_Sys infection A41.9-Sepsis  unspecif ied J225-0000106166N $3,566 N/A 4.17

3/02/2016 J64A - CELLULITIS, MAJC - J225-0000106166N/A $8,842 12.00 N/A

18/02/2016 40.59 - Post Acute Care - J225-0000106166N/A $3,119 N/A N/A

21/03/2016 057 - N-A_T3_All other MDB groups L98.9-Disorder of skin and subcutaneous tissue  unspecif ied J225-0000106166N $6,407 N/A 3.58

22/03/2016 019 - Adm_T3_Blood/Imm syst illness A41.9-Sepsis  unspecif ied J225-0000106166Y $3,048 N/A 3.67

22/03/2016 F75B - OTHER CIRCULATORY DIS, INTC - J225-0000106166N/A $9,658 13.00 N/A

30/05/2016 116 - N-A_T5_Illness of the skin L03.9-Cellulitis  unspecif ied J225-0000106166N $9,266 N/A 3.00
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Nepean : I09 Spinal Fusion Understanding to Insights 



Northern NSW - THK                  Habit to 
Mastery
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1 :10 patients represented to ED within 

21 days

110 bed days
risks associated with hospitalisation 

negatively impacts patient flow

135K
ineffective use of resources

6 : 10 patients reported they were not clear 

about what to expect 

Case for Change: Project Objectives:

To reduce ALOS for Elective TKR and  

THR to below peer average by June 

2017

To reduce Ave Cost per NWAU for 

Elective TKR and THR to below peer 

average by June 2017

90% of patients will report that the 

information they received adequately 

prepared them for managing after 

discharge
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Redesign Process



Northern NSW - Totally Hip and Knee Project
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ABM in NSW 

Alfa D'Amato 29

• It’s a journey and it’s progressing 

• Capability building is essential

• Results (not only financial returns) support the investment in the 
data, data quality and capability building initiatives

• Building the trust through an audit program

• See it in action and share actionable insights!


