
Payment Reform in BC Hospitals  

D ATA  B U L L E T I N

In April 2010, an activity-based funding (ABF) program 
was launched in BC, under the Health Services Pur-
chasing Organization (HSPO). One motivation for the 
initiative was to create financial incentives for hospitals 
to operate more efficiently by reducing the incentive to 
restrict services in order to meet budget targets. While 
the program is still in its infancy, the anticipated changes 
in hospital activity should, if international research holds 
true in Canada, lead to a reduction in average length of 
hospital stay (1–4).  

The economic argument for this change is that hospi-
tals funded under a global budget do not see a financial 
benefit to shortening average length of stay (ALOS), nor 
in discharging patients to more appropriate settings, 
like outpatient or home-based care. In this bulletin, we 
re-examine the use of hospital beds in BC, updating data 
provided for previous periods (Data Bulletin #3).

Impact of the Incentive

Figure 1 shows that ALOS has increased slowly over the 
last five years in all health authorities. Vancouver Island 
Health (VIH) has seen the largest increase, at 10%, fol-
lowed by Vancouver Coastal Health (VCH) at 9.3%, Inte-
rior Health (IH) at 9% and Fraser Health (FH) at 6.9%. 
ALOS for each health authority also varies, with 2011/12 
averages ranging from 6.7 days in IH to 8.6 days in VCH.

Figure 2 examines ALOS for the four largest hospitals in 
BC, with all four reporting an increase over time. Sur-
rey Memorial Hospital has increased by 13%, Richmond 
General Hospital by 11.4%, St. Paul’s Hospital by 10.2% 
and Vancouver General Hospital by 9.6%. 
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Of these four large hospitals, all three located in VCH 
(Richmond, St. Paul’s, Vancouver General) report an 
increase in ALOS larger than the overall increase for the 
health authority (9.3%). Surrey Memorial Hospital in FH 
reports almost double the overall increase in FH.

   Continued »

What is this research about?
The CIHR-funded BC Hospitals: examination and 
assessment of Payment Reform (BCHeaPR) study 
examines the impact of activity-based funding on 
acute care hospitals and related services in BC. 
Over time, the study team will release analyses 
on the effects of the change in funding policies. 
Check www.healthcarefunding.ca for updates 
and policy implications.

Figure 1: Average length of stay, 2006/07 to 2011/12, for 

hospitals beginning activity-based funding in April 2010, 

by health authority
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Conclusion

In BC, ALOS has shown a consistent, province-wide 
increase. This trend started before the introduction of 
ABF and has continued since. This runs counter to what 
we expected to observe, based upon reports from other 
jurisdictions that have introduced ABF for acute care. 
The potential causes for this difference in experience are 
not entirely known, but possible reasons include unmea-
sured changes in patient acuity, changes in patient mix, 
or changes in the type of post-hospital healthcare services 
(such as home care or residential care) available. It could 
also be that the impact of the incentive is not large enough 
to offset the factors behind the increasing trend.

This project will continue to calculate and report on 
changes in ALOS periodically. 

Technical Notes

The data source is the Discharge Abstract Database 
(DAD). The study population covers BC residents as well 
as non BC residents who received health care services 
in BC. The volume of cases includes both medical cases 
and surgical cases for inpatients. Only hospitals that 
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Figure 2: Average length of stay, 2006/07 to 2011/12, for 

four largest hospitals beginning activity-based funding in 

April 2010
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were included in the activity-based funding program are 
included.The sole hospital in Northern Health Authority 
that is using ABF is excluded.

The four largest hospitals in BC were selected according 
to the total inpatient cases in fiscal year 2011/12. Average 
length of stay (ALOS) = total number of days in hospital 
in a period / total number of cases in the same period.
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