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SUB 87a   with attachments 1   and    2

In response to the Select Committee's request for further information and data relating to the costs of rural general practice, I  attach a copy of Supplementary Paper 4.2: Financial Analysis of Private General Practices. This is one of a suite of documents derived from a major study of rural general practice by the Rural Doctors Association of Australia (RDAA) and Monash University: Viable Models of Rural and Remote Practice Stage 1 and Stage 2 reports. A summary of the reports, and RDAA's response to them, have already been presented to the Committee as appendices to our recent submission.

The attached Supplementary Paper provides some breakdown of the costs to which Dr Slaney referred in discussion with teh Select Committee on 19 January. These have been broken down into staff costs and non staff costs and given as actual costs and as a percentage of practice income. The costs are taken from an independent benchmarking study of 91 rural and remote practices across Australia undertaken in 2002.

It should be noted that they do not include opportunity costs  (eg loss of the second income which is now the norm in most urban Australian hoouseholds, lack of return on investment in the practice or domestic property)which are very difficult to quantify but should be taken into account. 

 

Nor do they include personal costs such as motor vehicles, professional indemnity, continuing professional education/development (CME/CPD) or membership of professional associations as these are usually the responsibility of the individual doctor, not teh practice. Typically, motor vehicle running costs would be around $14,000 per annum, excluding leasing/repayment costs. 

 

The figures show that costs per GP are almost twice as much for solo GPs and income/profit per principal for solo pracices is significantly less than for those in larger practices. This is consistent with teh findings of the recent ABS study Private Medical Practices Australia 2001 -02 which also found profitibality to rise with teh size of teh practice.

 

As Table 4.2.3a shows, non-staff costs for a solo practice were $71,000pa, compared to $40,000 for a practice with 2-5 Gps and $37,000 for a practice with more than 5 GPs. Their consultation costs were $10.20, compared to $6.27 and $7.15 respectviely. Mean expenses as a percentage of income were higher in every category (except,of course, for staff) for solo practices (Table 4.2.4a). Net income after practice costs per practice principal averaged $80 per hour for group practices and $55 per hour for solo practitioners.
 

It is also important to to recognize the average hours worked to achieve the income recorded. The average hours worked were 56 per week. The average number of consultations (of an avergae 14 minute duration) was 132 per week for solo practtiioners, 116 for those in larger group practices. As noted in our written submission, the ABS calculations were based on a standard 35 hour working week. In neither case do the hours include CME/CDP or activities like public health education, etc. 

 

Small or relatively large, rural practices are unlikely to gain the income support they need through the $5 incentive payment for bulk billing.  As the ABS figures show, metropolitan practices generate a greater percentage (55.2%) of thier total income from bulk billing than rural practices where bulk billing accounted for only 35.4%.  This figure is very liekly to be lower now as rural bulk billing rates have continued to fall since 2002. 

 

Despite the economic disadvantage of solo practices, there are many small rural communities which are never likely to attract or sustain a larger practice.   Unless the economic viability of these practices is supported, for example by a realistic medicare rebate and the measures set out in teh Benchmarks outlined in our submission on MedicarePlus, these communities will be increasingly vulnerable to the loss of local medical services.

