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Dear readers of HIM-Interchange
High quality health data underpin our health services in a myriad of 
ways and much of these data are derived from health classifi cations. 
Increasingly, funding models are being developed based on these 
health data. 

The theme of this issue of HIM-Interchange is ‘the dynamics of 
health classifi cation’ and it focuses our attention on the infl uence 
the development of funding models is having on the development 
of health classifi cations. We have been using health classifi cations 
in the recording and reporting of admitted patient data for many 
years, these being the well-established International Statistical 
Classifi cation of Diseases and Related Health Problems, Tenth 
Revision, Australian Modifi cation (ICD-10-AM), the Australian 
Classifi cation of Health Interventions (ACHI) and the Australian 
Refi ned Diagnostic Related Groups (AR-DRGs). These classifi cations 
have established development processes that have been informed 
over the years by the many uses and users of the consequent data 
including, especially in the case of AR-DRGs, the need for these data 
to inform a funding model. 

The theme ... focuses our attention on the infl uence 
the development of funding models is having on the 

development of health classifi cations

A funding model requires a classifi cation that groups patients 
in a meaningful way, typically ensuring that the groups are ‘resource 
homogenous’ and ‘clinically coherent’1. Analysis of AR-DRG data is 
generally designed to identify the variance in cost between patients 
and to develop new DRGs or merge or split existing DRGs accord-
ingly. Funding models can then be developed for admitted patients 
based on useful and meaningful categories for payment. However, 
AR-DRGs are also used extensively in health service planning and 
it is imperative that they are not unduly infl uenced by the needs 
of the funding model, in either the development of the DRGs 
themselves or in the allocation of the DRG to an admitted patient 
episode by ‘doctoring’ the underpinning ICD-10-AM/ACHI coding. 
In other words, it is important that they independently classify 
patients according to the principles of the classifi cation development 
(resource homogeneity and clinical coherence).

1 http://www.ihpa.gov.au/internet/ihpa/publishing.nsf/Content/Classifi cations
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EDITORIAL

The current environment presents challenges for 
Health Information Managers (HIMs), clinical coders and 
everyone involved in the development of these classifi ca-
tions, especially as the responsibility for development of these 
classifi cations has been invested in the Independent Hospital 
Pricing Authority (IHPA). While IHPA are respectful of the 
long-standing and diverse uses for health data, their prime 
responsibility is to the development of a national effi cient 
price and a funding model. With respect to the classifi ca-
tions used to produce admitted patient data there are many 
advocates who successfully maintain independence in the 
development of these classifi cations. However, there are 
new and emerging classifi cations necessarily being developed 
in order to support a functioning funding model for non-
admitted patients (Tier 2 Patient Services), emergency patients 
(Urgency Related Groups), mental health (to be determined) 
and sub-acute patients (AN-SNAP). The rich data source that 
these classifi cations will provide in the future will inevitably 
be used for other purposes, such as health service planning, 
patient safety monitoring, research and epidemiology in the 
same way that ICD-10-AM, ACHI and AR-DRGs are used 
now. The risk for our health system lies in the fact that their 
primary purpose will be for funding and their use for these 
other purposes may be compromised. HIMs have a respon-
sibility to be involved in the development of these other 
classifi cations and to work to ensure that they are developed 
as robust classifi cations with clearly articulated principles that 
are upheld in the development processes. This provides an 
exciting opportunity for HIMs who are interested in health 
classifi cation to be part of new developments in the delivery 
of our health services. This issue of HIM-Interchange provides 
some interesting reading to get you started on that journey!
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