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Pracis

1. As part of ABS's efforis to extend the range of service industries included in its industry survey
program, research is currently being undertaken to determine the feasibility of including the medical
industries in this program. This paper reports on the work that has been undertaken so far, the
statistical and other issues that are being considered and the survey pilot testing and operational
schedules that are planned.

Industry scope of the research

2. The industries being researched for inclusion in the program are ANZSIC classes 8621 General
practice medical services, 8622 Specialist medical services and 8631 Pathology services. The first
two of these are linked to I1SIC B512 Medical and dental practice activities and tha third is linked to
ISIC 8519 Other human health activities. There are soms issues 1o consider in relation to the
concordancas between the ANZSIC and the 1SIC and these are briefly covered later in this paper.

Medical Services Industries in the Austratian environment

3. The discusslon below focuses on aspects of the situation in Australia which have a baaring on the
collection of statistics about the medical industries. This may be an area of the national aconomy
where there are considerable differences from one country to another. This can arise because of
different approaches to funding and the provision of madical services in a country and different

relationships between the public and private sectors and between hospitals and private practice
medicing.

4. Basically, in Australia, general praclice and specialist medical services are provided by the
businesses of privale medical practitioners (called "practices™. Pationts are charged fees for
services provided, and, up to a predetermined scalg level, thase fees are either refunded to the
patient or paid directty to the individual practitioner on behall of the patient, on submission of a claim
1o a government funded instrumentality (the Health Insurance Commission - HIC). The HIC is parthy
funded by a taxation levy on personal incomes of individuals.

5. Afeature of the medical industries is the dominance of many small statistical units. While many
praclitioners work in their private practices in "associateship™ arrangements with other practitioners,
the statistical units for compiling financial statistics are generally not able 1o reflect this group praciice
situation (as explained later). Whilé much of private medicing involves very small scale units,
technological developments and large scale capital investment in particular are encouraging the
pathology and diagnostic imaging sectors of the medical industries to become mare conce nirated,

large scale businesses. Of only about 150 pathology businesses in Australia, about 5 each employ
more than 1000 staff.

6. A major issue for statistical purposes is the considerable diversity and complexity of the statistical
units used by medical practitioners to conduct their practices. Whare practitioners have surgeries at
different locations, the legal entity arrangements used in conjunction with other practitioners can vary
at sach location. The very common "associateship” arrangements usually invoive each practitioner
maintaining arms-length financial entities from those entities used by other practitioners who are all
otherwise working closely in conjunction in a single physical setting {a surgery}. This presents
considerable difficulties for the statistician whare the statistical users' perception of the entity being
measured will ditfer in a major way from the entities recognised for the comgpilation of statistical data.

7. Considerabie statistical and definitional complexities arise out of the overlap between madical
services provided by medical practices (the businesses of private medical practitionars) and medical
services proviled within the hospital system {and to a minor extent varioug community health
centres). The hospital system is complex, Involving 8 State Government conducted "public hospital”
systems (often decentralised with substantial local control), many hospitals conducted under
Government policy direction by non-profit institutions (such as churches) and many private, profit
making hospitals run independently. The circumstances under which medical practitionsrs wark
within the varlous hospital systems varies considerably from one system to ancther, and also




according to the field of specialisation of the medical services involved. Newly gqualified doctors tend
to be engaged solely as employees of public hospitals. However, many of the tully qualified doctors
employed by hospitals have a dual role as hospital smployees but also as a private medical
practitioners earmning "business” type income. Such situations partly account for the large numbers of
"part-time" private practitioners, whose part-time "practices” would be in-scope of the survey of tha
medical industries. Many medical practitioners also work on a contract basis for the public hospital
systems (called Visiting Medical Officers - VMOs). These arrangements da not appear 1o involve an
employeefemployer relationship. They pose considerable statistical issues when the contract
payments are directed to (an otten unincorporated) entity controlled by the medical practitioner, which
is independent of the other enfities usad by that practitioner to derive medical services income, not
associated with the hospital. "

Requirements trom users of statistics of the medical services industries

8. The usual factors for determining the pricrities for including the medicat industrias in the ABS
service industries surveys program, include consideration of the size and economic significance of the
industries, their potential for employment and export income growth, the extent of governmen
financial or micro-economic reform imerest, the availabillty of alernate (eg non-official) statistical
sources and the costs to ABS (ie taxpayers) and the medical professional community in gathering the
information. The prime requirement for statistics which demonstrate the structurs, operations and
performance of the medical industries arises from the relationship between the medical profession,
whose practices (ie businesses) rely on government-derived funding of a substantial part of the cost
of patient consuttations, and the Federal Government, which provides this very substantial funding.
Negotiations to set the levels of funding that will be provided have in the past been conducted in the
absence of authoritative statistics on such issues as the cost structure of private medical practice,
profitability of and return on capital invested In medical practices and the relativities between diflerent
types of medical practices (sg involving differant speciatties, different regions of Australia, different
sizes and working arrangements of practices, eic). The Govemnment and private sector industry and
professional medical associations are involved in a variety of policy considerations which are of a
“micro-economic reform” nature aimed at achieving more efficient and efiective delivery of medical
services (e the issue of optimum practice size, the range of services provided, geographic spread of
services, workforce issues etc). In the ultimate, the Federal Government's aim is to keap the growth
of medical services, of which the private medical industry Jorms an important slement, within
manageable limits (ie as a proportion of GDP). It is these factors that are driving the interest in
statistics of the medical industries rather than other considerations such as the potential for
employment and export income growth. Primarily for reasons of the complexity of the practice
arrangements of the medical profession and the cost of conducting statistically valid surveys , there
has baen negligible financial information produced about the structure, operations and performance of
the medical industries by any gavernment or non-government organisation in Austrafia. :

8. One of the difficulties we have found in determining just what statistics are required by the user
community is that there is some confusion between statistics which relate to medical practitioners as
individuals (statistics of the type derived from population surveys) and those which relate to the
practices (ie businesses) in the medical industries {industry statistics}. The user community has some
difficulty seeing this distinction made by statisticians and consequently their statistical requirements
become a mixture of information which requires both population survey and business (practice)
survey methodologies to satisfy. This applies particularly to statistics about "income” where two very
diffsrent types of statistics could be derived depending on whether a population survey or a business
survey approach is adopted. For reasons explained later in this paper, it is planned that ABS will
attemnpt fo provide statisiics which are derived from surveys of medical practitioners as individuals
and also from the more usual type of business survey of medical practices, which can be designed to
produce statistics on a compatible basis with surveys of other industries in the conomy.



10. In summary , based on the statod requirements of the user community and the need for
comparability with other statistics and standards, the maln types of statistics that are planned to be
derived from ABS surveys under consideration at the momant are -

Requirements relating to Individual medicatl practitioners -

Statistics sought about individual practitioners include time warked catagorised by different
activities and types of practitioner, workiorce data such as source of medical fraining and
participation in various government initiated programs and possibly other demographic and
professional charactaristics (eg age, sex, patient contacts, etc).

Requirements relating to the medical industry (practices) -

a) Income from the provision of madical and other services. This is a key data requirement of
users.

b} Costs associated with the operation of medical practicss. There are Ikely to be some 20
separate costs identified. This cost data is a key requirement.

c) Prafit or other net measures. This data is an important requirement.

d) Employment. Numbers of persons in the major occupational groupings are also sought.
The preference is for full time and part ime numbers 10 be identified but aiso "full time
equivalents”, which presents as yet unresearched issues ta be resolved. This data is a key

USEer raquirement. :

e) Fixed assets, additions, disposals. This data, and other balance shest data generally, is a
relatively minor requirement for the main part of this industry, with the possible exception of
the capital intensive pathology and diagnostic imaging sectors.

Statistical issues

11. As aur research has proceeded we have increasingly found that surveys of the medical industries
will involve some very complex methodological and sampie design aspects which have not needed {o
be considered in ABS surveys of other parts of the economy. In addition, the medical profession itself
presents possibly a quite different challenge to ABS in terms of convincing the profession of the need
for and validity of the survey, which is necessary for us to achleve a satisfactory statistical result.
Some of the data that will be sought is also new and camplex compared to many other business-type
sconomic surveys run by ABS and requires considsrable research and development effort. The main
areas of research and the issues being considered are outlined under several broad headings below.

A. Statistical units issues

12. A basic prerequisite of conducting financial or economic surveys of the medical industries is to
dafine the siafistical unit about which statistics wifl be produced. Ideally this unit should be defined on
the same basis as units in other industries. In the case of the medical industries, for convenience, we
have cailled this statistical unit the "practice", which should aquate with the common pearception of the
"business” or the "enterprise”. The basis upon which ABS defines such statistical entities is the
avaliability of financlal data, such as grass incormne, capital expenditure, profit, expenses, and total
amployment, from the management records of businesses. Applying the usual ABS basis of defining
statistical units will not necessarily result in the dsfinition of a madical practice being in accord with
the way in which the user community would define such practicas. For exampie, two common "user
community” views of the definition of a madical practice are as follows -

a) The "surgery" definition. This "definition” involves the viaw hald by most of the user
comrmunity, that the medical practice could be defined as encompassing the whole situation
where medical practitioners are able to "share” patients. In such a case, the physical structure
of & medical surgery is imporiant - a number of practitioners will be co-located, using common
reception, accounting, and other facilities/services. When a patient presents, it is then
possble for the patient to see another doctor at the same "surgery” if their usual doctor is
absent. Such an arrangement can be seen as a form of “single entity" group practice, and
has been treated as a single statistical unit for some funding purposes and for the work of
many health researchers who have studied the nature of medical practice work.
arrangements and related issuss such as patient/doctor interfaces, prescribing practices,
equipment availability and usage, etc. It has not been a unit used for the collection of



financial statistics.

b} The "practitioner” definition. Another "definition" of a medical practice appears to be
that associated with the view that the practice relates to the provision of medical services by
an individual practitioner, regardiess of the differing legal entity and physical {ocation
arrangermants under which the medical practice is underiaken. So in this case, for example,
the medical practice would be seen as an amaigam of the work undertaken by an individual
practitioner, perhaps as a VMO in a contractual arrangement with a hospital, along with the
practitioner's share of the involvement in a private practice parinership or company at cne

surgery locafion and as an incorporated sole practitioner working alone at another surgery
iocation.

13. However, in considering the compilation of financial/economic statistics we find there commanly
exists a number of arms-length sats of financial accounting records {legal entities) within which can
be seen by users as a "practice”. But this does not necessarily mean that these financial entities can
be aggregated to form a single "practice” statistical unit. Our problem is that common perceptions of
how a medical practice should be definad are not able to be met in compiling industry statistics which
are dependant on the availabiiity of and possible combinatiorvdissection of discrete sets of financial
accounts o achieve such a definition. A key slemant ol the problem is that there is no concaptual or
definitional basis for combining the accounting data for entities which are by no means under
cammon conirol. in a practical and cost sensa, it is aleo not viable to be able to identify the various
(legally) unrelated entitias that core together to work in the physical confines of a medical surgery
(the group practice where individual practitioners operate via their own arms-length entitles).
Consequently, we do not believe that it is possibie 10 design the survey statistical units to snable the
application of the user perceptions of a "medical practice”, as described above. Our basic approach is
te now design an approach which will produce statistics getting as close as we can what wa believe
the user community can live with. Our thinking at the moment is that great flexibility in providing a
number of differant classifications to the various types of statistical units in producing output

statistical tables may be the maost suitable directlon to now consider. This will involve close liaison
with the main user organisations.

14. In the following notes, the arrangements used by medical practitioners 1o structure their practices
are described further. The arrangements where practitioners work in various forms of group practice
are the most complex forms of arrangement to resolve in defining medical practices. As these group
practices are very common, their definition and statistical treatment is a core issue to resaitve in
developing and conducting economic surveys of the medical industries. The flnancial arrangements
for group practicas can be structured in a variety of ways and a number of these are illustrated in the
Attachmment 1o this report {under Sections B, C and D).

15. A very typical form of arrangerment is that shown as belng established by medical practiionars
numbers DD and EE in the Attachment. Each of the square boxes represents the existence of an
independent set of financial accounts (legal entities). This example is known as an “associateship”
which is probably the most common form of group practice arrangement where two or more meadical
practitioners practice in conjunction. in this simplified example thers are four sets of financial
accounts for the four separate legal entities involved in the arrangement. Entities 38, 39 and 41
operate from a single surgery location, while entity 40 relates to 1he activities of one of the medical
practitionars on contract at a separately located hospital. The separate entities, operating with
discrete sets of financial accounts, are as follows -
Company 38 Rsflecting doctor DD practicing via a comporats (medical practice company)
iegal entity, no. 38. The core data relevant to this company is -

« Income received from patient charges, Medicare rebates, insurance company work,

possibly dividends recelved from the administration company no.41.

« Expenses, being predominantly a single payment to administration company no.41

for property, employment, administrative and other sarvices provided, pius vehicle,

finance, practitioner DD’s salary as an emptoyee and other expenses paid by the

praciitioner's company (no. 38) directly.

» Profit, being the difference between income and expenses {may be nil where the

practiioner as an smployee takes profit as salary and the company pays

superannuation contributions and other expaensas on the medical practitioner's behalf).



Company 33 Refiacting doctor EE practicing via a corporate (medical practice company}
legal entity, no. 39. The core data relsvant to this company is -
« Income received from patient charges, Medicare rebates, insurance company work,
possibly dividends raceived from the administration company no.41, _
« Expenses, being predominanily a single payment to administration company no.41
tor property, empioyment, administrative and other services provided, plus vehicle,
financs, practitioner EE's salary as an employae and nther expenses paki by the
practitioner's campany (no. 39) directly.
« Profil, being the diflerence between income and expensas (may be nil whare the
practitioner as an employee takes profit as salary and the company pays
supserannuation cantributions and other expenses on the medical practitioner's behalf).

Unincorporated Entity no. 40 Refiecting doctor EE as a sole practitioner (unincorporated)
receiving sessional payments from VMQC wuark on a contract basis to a hospitat. The core
data relevant ta this unincorporated entity is -
s+ Income is from sessional payments from VMO work at a hospital plus any dividends
raceived from the companies (nos.39 and 41)
« Expenses are probably minimal, and possibly include some payment tor use of
hospital facilities.
« Profit probably equals income from VMO work at a hospital plus any dividends
received from the company (no.39) less hospital facilities charges.

Administration Company 41 Reflecting an administration company (no41) owned by
doctors DD and EE. This entity employs the support staff engaged in providing receptionist,
secretarial, bookkeseping, ancillary health services and business premises services, and
charges companies nos 38 and 39 for these services. The core data refevant to this company
is -

+ Income is from payment for administration, property and other services rendared to

medlical practice companies nos. 38 and 39

« Expsenses are related to paying the support and administrative staff, premises,

equipment, consumables, etc. costs

» Profit may be nil if owned by both doctors DD and EE (break even basis of

operating} or if a profil is made then it could involve payment of dividends to doctors
DD and EE.

16. In this "associateship" example there are four sets of financial records and therefore four

separate entities from which data would need to be collected or estimated for and be reflected in the
statistics.

17. Using the example above, to recognise the "surgery” definition of the medical practice, as
preferred by some statistical users, would require an amaigamation of the accounts for all four
antities. Transactions between the entities would need to be eliminated by consolidation. The four
entities are clearly not under comman contirol and are therefore not able to be defined as part of an
associated group of entities. The Attachment to this report shows some variations to the way such
arrangements are structured which add further complications to any definition which would require
these entities to be amalgamated. The legal entity basis of the example above also does not indicate
the situation where practitioners may be working via their practice entities at more than one surgery
location, and in differing arrangements with other praciiloners at each location. From a
methodological view, the sampling strategy planned would typically involve only entities 38 and 41 or
39, 40 ard 41 being selected (ie in this situation the sampie would probably select Doctor DD and this
doctor's practice entities - nos. 38 and 41 or Doctor EE and this doctor's practice entities - nos. 39, 40
and 41). These situations would virtually preclude the use of a definition that required an
amalgamation of these four entities. The "practitioner” based definition of a medica! practice
preferred by some usaers may be possibla to implement via an analysis and apportioning of tha
accounting data for all the entities in which a practitioner ig involved. However, this is not a viable
opfion in a large scale mail enumeration statistical survey and also is completely at odds with the
standard approaches to the definition of statistical units in an integrated statistical system.



18. In terms of a definition of the medical practice for the purpose of compiling financial statistics,
there then appears to be litle option but to take as the basis of a "practice” definition, the availability
of financial records for the various entities involved. So applying this approach, the economicAinancial
statistics compiled would treat each of the four entitles shown in the “associateship™ example

separatety, and subject to the sample design, each would separately contribute to the aggregaie
statistics.

19. in determining an appropriate statistical unit definition for the medical industries, the model we
use needs to take account of the considerable diversity of armangemants used 1o conduct such
practices, il should be capable of generating useful statistics which represent the *real world™ as
closely as possible for the statistical user, it should accord with statistical standards as far as possible
and it should be explainabie to questionnaire respondents and be practicable to use in a statistical
survay. Looking again at the examples of practice arangements in the Attachment, the usual ABS
approach would be for each of the antlties listed in the middle column to be defined as an "anterprise”
and form the appropriate statistical unit for the medical industries survey. Howevar, thls standard
approach will still not provide for the user views of how a medical practice should be defined as
mentioned earlier. A major difficulty exists with the service providing entities listed in the right hand
column of the Attachment. These entities are the major employers of support staff in the medical
industrles and need to be accommodated in the statistics. They may or may not ba urnider the control
of the medical practitioners to whomn (or to whose practice entities) they provide services. Some
debate exists as to whether they should be included in statistics for the madical industrias or should
be classified to other service providing industries. The argument ig that their incame eaming activity is
net the provision of medical services, but the provision of a range of receptionist, secretarial,
bookkesping, staffing, ancillary health services and business premises services to other entities which
do receive income for providing medical services. However, our intention i that they should be
included in statistics of the medical industries because 10 exciude them would have a major negative
impact on statistics such as of employment, cost structures and profit. (Of note hera is that the New

Zealand Department of Statistics has found a similar type of unit and also treats them as classified to
the medical industries).

20. Some explanation of the existence of the two types of service providing emities shown in the right
hand colurnn in the Attachment may be helpful. The two general types of these entlties are -

a} The simpler types (called "service enlities™), such as entity no.S, which serve the medical
practice entities of only one practitionsr, ars established ofien 1o take advantage of the
persanal income taxation system provisions for splitting income between related persons.
They are a legitimate taxation minimisation device, but for statistical purposes are preferably
merged with the entity served as this provides a much mors realistic sel of data representing
a single "business" or “practice” (eg entities nas.3 and 5 would be so merged). Entities such
as no. 4 are effectively only shall entities with no assets, liabilities and having no activity
other than as a conduit to distribute profits).

b} The second type (called "adminlstration entities™) present a maore significant statistical
problem. These antities are sstablished to provide madical practitioners with considerable
flexibility in their working arrangements with other practitioners. Unlike the use of a company
or unincorporated partnership where practitioners have direct equity interests, the use of the
administration entity allows for great flexibility (for iegal contractual arrangements between
participants, for taxation minimisation and for provision of superannuation purposes) when
practitioners move irto and out of working amangements with other practitioners. So in the
Attachment exampie of the arrangement set up by practitioners BB and GC, a third
practitioner can be introduced to the arrangement by simply contracting with the
administration entity (no.37) to work certain fimes and pay a centain agreed properticn of the
revenue generated as a setvice fee. The equity interasts of the pre-existing participant(s) is
not disturbed. These administration entities can be established as cost sharing arrangements
between praciitioners, eg for practitioners Z and AA where the administration company
(no.34) exists basically as a cost sharing non-profit making entity. They can also be
established as profit making entities, eg the arrangements made by practitioners nos.BB and

461



CC , where only BB owns and derives a profit from the administration company.  Charging
rates between the various entities reflect the differing nature and objectives in their
establishment and may or may not be st at commercial lavels.

21. Ot note In the Attachment, is the particular user interest in statistics about entities such as no. 31
{and the medical practice entities nos. 29 and 30 to which it provides services) where basically a
medically or non-medicaily qualified entrepreneur runs a "medical centre™ and contracts medical
practitioners to provide services on a contract (ie non-employes) basis. Mast or all of these medical
practitioners have no equity interest in the profit making administrative sntity. The practices
conducted under such arrangements often open 24 hours per day and are seen by statistical users as
having ditferant characteristics and a much more commercial, profit oriented approach than standard
madical practices. The structure of these arrangements can get complex, for example, where entity
no.43 is invalved in two such arrangemants, probabiy reflecting medical practice work undertaken by
practitioner GG at two saparate surgery locations where unrelated administration entities are in
operation.

22. An unresolved issue is in 1he treatment of entities such as no.7 which it could be argued is
appropriately merged with no.6, as they are under common conirol and their ssparate existence
probably represents a legal or institutional limitation (eg that hospital payments ta contract VMOs are
normally paid to individuals and not to their medical practice companies). This situation is very similar
to the case of ontities nos.16 and 17 which could not be formed inlo a single statistical unit as they
are not under cammon control. This example could reflect the case where practitioners L and M are in
partnership working at a single surgery Incatian, sharing equally in the costs and profits at that
location. Practitioner M also then works additional night shifts as an on cafl-locum, the income from
which is derived and retained as an individual {ie the "sole practitioner”, no. 17) as it is inappropriate
for such income to be shared within the parinership arrangement. The ways in which such situations
are structured appear to be very diverse.

23. Not shown as an example in the Attachment, but another coromon situation occurs whare a
medical practitioner receives a wage or salary as an employee as well as business income from
practicing as a private medical practitioner, This situation only presents a statistical difficulty when
the practitioner receives business (medical services) income when practicing as an unincorporated
sclo practitioner (such as practitioner A in the Attachment) and also receives a wage or salary,
typically as an employee of a hospital. The usual statistical treatment is to separate the business
(non-wage and salary) income into a statistical unit which is included in the industry statistics,
efectively "splitting™ the practitioner into private and business entities {the private entity is not
included in industry statlstics).

24. Following from the above discussion, the working definition of the statistical unit to be applied in
the pilot testing and feasibility studies far the medical industriss survey is -
The statistical unit for the medical industries is defined as
a} those unincorporated sole practitioner, partnership, company or trust entities
whosse activities are mainly the provision of general practice or speclalist medical
services, and with which is merged any entity providing malnty administrative,
professional, property, secretarial or similar support sarvices to only one of those
entities, and
b) those legal entities providing mainly administrative, professional, proparty,

secretarial or simHar suppert services to more than one entity of the type described in
a)

25. The statistical unit is therafore very much the standard legal entity unit familiar to economic
statishcians. In affect, this will be the unit for statistical data collection (the input unit) as well as the
publication (output} unit. In the interim we are calling this unit the "practice” for convenience of
discussions with the user community, and it is equivalent to the "business” or "enterprise” unit used iri
economic statistics generally.




B. Classification Issues

26. There are several classifications appropriate to consider in developing surveys of the medical
industries. The statistical issues involved in using these classifications do not appear, as yet, to
present any major difficulties for such surveys.

I} Industry classification issues.

27. As noted earlier, the survey will relate to ANZS|C classes 8621 General practice medical
services, 8622 Specialist medical ssrvices and 8631 Pathology services. The first two of these are
linked to ISIC 8512 Medical and dental practice activities and the third is finked to ISIC 8519 Other
human health activities. A difficulty that we have not as yet fully resolved concerns the inclusion of
“pathological and other diagnostic activities carried out by independent labaratories” in ISIC class
8518 (and simllarly in the ANZSIC). The difficulty in Australia is that there does not appear o be a
situation whara the medical specialists {classified to 1SIC 8512) work independently from the
laboratories. The work of pathology laboratories and diagnostic imaging centres is legally required to
be supervised and verified by pathology and radiology medical specialists, so there may not be any
"independent laboratories” as such. In effect we are not attempling a separation of these specialists

from the laboratories in which they wordown. Our development work over the next few months may
clarify this situation somewhat.

2B. The industry scope of the medical Industries in Australia and surveys of these industries, will vary
slightly from that indicated in 1SIC because of the use of the enterprise-type unit and some
difierences in the way that medical services are delivered. For instancs, ISIC Indicates that hospital
out-patients clinics are inctuded In Class 8512 while in Australia these clinics are an integral par of
hospital entities statfed by hospital employees. Similarly, clinics attached to schools, tirms, homes for
the aged, eic are not iikely 10 be common in Australia, and would not be included in surveys as they
are not producing marketed medical services.

29. In effect, we will also be dividing the medical industriss into sub-industry classes to maet the
needs of usars for a finer industry dimension than is reflected in the standard industry classes in the
ANZSIC. This basically means that ANZSIC class 8622 Specialist medical services will be subdivided
into about 6 sub-classes {like 5-digit industrias) to reflect generalised groupings of medical specialist
entitiss which often have differing features of interest 10 statistical users.

il} Commodity classification issues

30. The commodity data to ba collected in ABS surveys would effectively involve sub-categories of
items within CPC subelasses 93121 General medical services and 93122 Specialised medical
services. Following from the ISIC issue discussed above, the classification of specialist medical
provision of diagnostic imaging and pathology services remains a problem in the CPC and the
derivative Australian classifications compared 1o the way in which these activitias appear to be
organised in Australia. Further research over the next few months may help clarify this situation.

iif) Other classification issues

31. Several other classifications are being researched for their suitability for use in surveys of the
medical industries. The major one is a classification of categories of specialist medicine occupations
and occupations of the workiorce employed in the medical Industries. Existing standard occupation
classitications are the starting point in this research. Ons issue is that new specialist medicine
occupations (new specialties) are being creatsd at a rapid rate. Of note is that there will be a difficulty
in compiling any meaningful statistics which involve a practica (or business} size classification,
because of the limitations imposed by the statistical unit definition to be applied, compared with user
expectations of what a size classification in this industry should reflect. There is also a need to
develop a classdication of types of medical "practices” (as defined earlier) for the purpose of
presenting the statistics in a meaningful way (ie o enable grouping of like entities for analytical
purposes).

R ——



C. Data items to collect in medical servicas industries surveys

32. Eariier in this report there is an indication given of the requirements given by users of medical
industries statistics and an outline of the main data items likely to be Inciuded on questionnaires. As
discussed under the methodology headings below, it is planned to conduct surveys of both individual
medical practitioners and of medical practices {businesses). Minimal research has bean undertaken
to date on the specific data items which will be callected and issues involved in their detinition,
howsver some comments are given below on the issues as cumrently known. It needs to be recalled
that the dominant reason for collection of data from individual medical practitioners is to snable the
construction of a register of the legal entities - "practices” - in which they are involved, so that
financial data can then be collected from those Jegal entities.

i) Data to be collected about individual medical practitionars

33. The user community has sought statistics about individual practitioners include time worked
categorised by different activities and types of practitioner, workforce data such as source of medical
training and participation in various government initiated programs and possibly other demographic
and professional characteristics. There are numerous problems in devising adequate data items to
mest thie need. Time worked information is particularly difficult as the seff employed {the case for
most medical practitioners) generally do not work fixed periods for agreed amounts. Unlike some
other seff employed professionals {(eg accountants and lawyers) time records are generally not
maintaingd. The overlap between "work" and "not work” is often blumed {eg time spent on-call,
unpaid time, voluntary medical work, time spent travelling between workplaces, etc.}. Other key data
relates to incoms, and while there is a strong interest In the income of madical practitioners as
individuals as well as the income of medical practices {which really cannat be adequately attributed to
individuals) for sensitivity reasons we are not proceeding to attempi to collect income information
about individual practitioners. The information we collect from individual medical practiioners will also
give us a better understanding af their part-time full-time working arrangsments and sok or group
practice arrangements, which are litthe known from any adequate sources at the moment.

34. As the survey methodology explainad below indicates, the key information we are planning to
collect from individual medical practitioners involves listing details of each of the legal ertities they
use to derive medical services income, plus details of any entities praviding services 10 these entities.
this is to enable us to identify and then survey the relevant madical practice entities used by medical
practitioners.

li} Data to be coliected about medical legal entities/practices (businesses)

35, As noted above, the spacific data items that will be collected about medical legal
entities/practices have not yet been finalised. In general, the core itsms will be simitar to those
collected by ABS in financial’economic surveys of other industries and are basically compatible with
the key data modules which have been discussed in the Voorburg group context for Computing
Sarvices and other industries. Some issuos which we will ba specifically addrassing and which do not
necessarily need 1o be considered for other industry surveys are as foliows -

) We will need to maintain a clear distinction between the revenue and associated costs for
non-medical services activities of entities in this industry, for example the non-medical
busingss activities of companies which are mainly providing medical services. It hag baen
usual to differantiate revenue in this way in other industries, but not costs. The requirement to
do this is bacauss of a strong user interest in the costs associated with the practice of
medicine, not biurred by the mixing of other activities. It is planned to achieve this by design
of the data items to be collected rather than the alternative of splitting statistical units.

ii} The data items will need 1o be designed to ensure the collection of unduplicated revenue
(tummover) details for each separate medical sarvices commodity (eg income from HIG rebates
at scale level or above scale laval, income from insurance work, income from medico/legal
wark, etc). Payments between entities in the survey will be saparated (eg payments from a




medical services company such as 32 and 33 in the Attachment, o the administration
company - 34) as these will be a major cost and revenue aggregates.

ify There is some user interest in eliminating non-arms langth transactions betweaen enttities,
which can have a distorting efiect on the statistics by artificially transferring profit between
such entities. This is difficult to address, but will be partly spived by the statistical unit
definition which involves merging enfities such as nos. 9 and 12 (as discussed separately in
this report). )

) There is a user demand for statistics which reflect “full-time equivalent” labour input by tha
medical and support workiorce and a sfrong interest in issues conceming the part-time
workdorce. Definitions of FTE and the practicability of its collection wii need to be considared.
This is a more widely recognised problem for such surveys, with the increasing use of
part-time staff, job sharing, etc. There is a particular problem to consider in collacting
workforce data hers for the medical practitioners themselves. Many are seff-employed (as a
non-wapge/salary eamer) but marty are also employed by companies that they themselves
own. For example, practitioner EE in the Attachment will be shown in the statistics as working
part-ime as a non-wage/salary earner in entity no.40 and also as a part-time employed
wage/salary eamer in entity n0.39, a medical practice company which this practitionar owns.

v) Cartain data will need 10 be coliected to enable waighting procedures within the complex
sample design for the survey 1o be applied. In particular, it will be necessary ifor entities such
as nos. 31, 34 and 37 in the Attachment, 1o be asked in the survey about the number of
individual medical practitioners to which they directly or indirectly provide administrative
services.

vi) Where an entity in the survey provides medical services or administration services which
encompass more than one of the sub-industry classes we have defined, then additional data
wili be needed 10 enable this to be determined and the entity ciassified by its main activity. For
example, if entity 8 in the Attachment is a partnership between a surgson and a gynaecologist
- different sub-industry classes, then we will need to collect data to determine that this is the
situation so its magnitude can be measured. There is a similar situation where an
administration entity (such as no.34) services medical practice companies (nes.32 and 33)
that are classified i separate sub-industry classes, or possibly could provide services to

entities classified to non-medical industries, such as pharmacy. All these situalions are not
believed to be common.

vii) 1tis planned to coilect separate details of some of the major labour costs associated with
principals who are employess of their own medical practice entities, which would otherwise be
simply mixed in with costs of non-equity interest stafl. In particular this relales to salaries and
suparannuation contributions for principals who are employees of their own medical practice
entities {eg in the Attachment, individual practitioner B would be an employee of entity no.2
and the same applies for all other examples of this case). In these situations, the amounts
paid to or on behall of the individual practitioners Is Jargely discretionary and often driven by
taxation minimisation considerations.

D. Lists'ot units for a survey frame

36. To conduct a financial/ecanomic survey of the medical industries a basic requirement is a
camprahensive listing of the statistical entities (ie the practices or businessas) in those industries,
from which a sarmple can ba selected for the purpose of conducting a mail enumeration (non mail
methodologies are not considered appropriate in this case). The usual source of such a list is the
ABS Business Register, but in the case of the medical industries this source is wholly inadequate.
This is due largely to the complexity of the differing practics arrangements entered into by doctors
and described above, which have not been practicable to record in the Business Register, and the
Register's exclusion of non-emplaying units, which are very important in this industry. Urfortunately,
thare is alsa no allernative list of the relevant statistical units (eg legal entities) available from some
other source, such as a list broker, licensing/registration authority or the Australian taxation system.
Tha way in which we are praposing to overcome the lack of a list of units is indicated beiow




Survey approach to be adopted for the medical services industries

37. The statistical unit complexities and the lack of a suitable population frama as a basis for
sedecting units to be included in the survey, are discussed above. Consequently, to compite
economic/financial statistics, the only viable alternative we can envisage to overcome these
difficutties involves a complex pracedure. Firstly, we will obtain a list of individual medical practitioners
{which is readily available) then we will conduct a survey of a sample of these practitioners to identify
all the legal entities in which they are involved (including any service and administrative entities).
Then a register can be aestablished containing these legal entities and these would afl then be
subsequently surveyed to coliect the data we are primarity seeking (such as income, employment,
costs, profit, efc) for "practices”. This we have called the “two phase survey approach”. Wse have
not been able 1o identify an ahemative to this approach, including consideration of using 1axation
sourcas or administrative by-product sources to overcome tha lack of a suitable survey frame and to
identify the various legal entity relationships necessary to define practices. The Australian income
taxation system is not suitable because of deficiencies such as there being ne linking of the various
entities used by medical practices to conduct their practices, the industry classification of
service/administrative entities is unclear, the data held is not sufficiently detailed, etc. There ars still
many conceptual and methodological unknowns in this procedure so we are planning to conduct a
pilot test, or more a dress rehsarsal, survey, before embarking on a full nationa survey. Both the pilot
test (A below) and the full national survey to follow (B below) involve using the two phase survey
strategy.

38. Qur current survey strategy is basically as follows:

A) Test the feasibility ot the Australia-wide national survey of medical industries
during 1994-95 by conducting a pilot survey of data collection from a sample of
medical practitioners in the State of South Australia (Phase 1) and the legal
entities/madical practices that they so identify (Phase 2). Features of this pilot survey
would include -

+ The pilot survey would be conducted as a sample survey of the medical industries in
South Ausiralia, with data collected in respect of 1993-94 from some 400 practitioners in
Phaset - about 109 of the medical practitioners in that State.

= The test would be used to validate the questionnaires, operations, sample design and
cther methodology and systems, and as a test run of the ability and willingness of medical
praciitioners to participate in the survey. Experience gained in the pilot survey would be used
to determine the detail and viability of the national survey in the following vear.

« Itwould be conducted as a standard ABS collection under the usual confidentiality (and
compulsion) pravisions of the Census and Statistics Act 1905.

»  This pilot would collect data for the year 1693-34 and we woukd aim to produce some
statistics which would be availabla for users to more aasily identify and consider the sort of
statistics that woukd be compiled from the national survey.

» An objective would be for the practitioners selscted in the pilot test sample survey in
South Australia to not again be selecied when the national survey was conducted in the
following year.

B) Conduct a full Australia-wide mall-based sample survey of the madical Industries
during 1995-96 with statistics compiled in respect of 1884-85. This will invoive -

» Phase 1 survey conductad in the periad June to December 1995, which will be a sample
survey of about 10% of all individual mediical practitioners, seeking from them details of their
medical practice arrangements and data appropriate to collect from individuals, ie income,
time worked in different practice arrangements, other damographic details. Statistics from this
Phase would be produced at about May 1996.

« Phase 2 survey conducted in the period January to June 1998, which will be a mail-based
survey of aif the legal entities/practices that were identified by the practitioners sslected In the
Phase 1 survey. Thig survey would collact data about income by type of income, axpenses,
employment details, and other infarmation that is appropriate to seek from the financial and -
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other records of companies, partnerships, etc. Statistics fram this Phase would be produced
at about February 1997. ( Both Phases would be conducted as standard ABS collections

under the usual confidentiality (and compulsion) provisions of the Census and Statistics Act
1905)

39. There is a variation to this plan in the case of the pathology segment of the industry, and possibly
in relation 1o diagnostic radiology. It is apparent that pathology activities are conducted in Australia
under arrangements much more akin to the way in which (large) businesses are structured ard
organised in other industries rather than in the way that other medical practices are arranged.
Medical pathologists in privaie practice operate in a similar way to business entrepreneurs In other
industries and provide services at the behest of other medical practitioners rather than as a result of
face to face contact with patients. Consequently, for this segment of the medical industrias wa will be
using the ABS Business Register as the survey population frame rathsr than the Phase 2 strategy
noted above. While pathology practitioners will be Included in the Phase 1 survey for compieteness,
they will not be asked for details of the legal entities with which they are involved. W is likely that we
will conduct a full enumeration of pathology entities as while there are some quite large businesses
involved, the total numbers are small {perhaps 150 businesses) and there are known to be numerous
complex relationships between the various iegal entities thai require some further examination. The
situation may be similar for diagnostic imaging, but our research on this segment of the medicat
industries has so far been limited,

Methodological issues

40. Due to the complexity of the statistical units and the lack of a suitable register (population trame)
ot the sntities included in the medical services industrias, the strategy described above raises some
new methodelogical issues which will nged to be resolved as part of the devalopment of the survey .

41. The major methodological issues diffarent to surveys of other industries, involve the sample
strategy and design. The work undertaken so far has only proceeded to the point where it has been
determined that it is feasible to design a sample and methodology which can produce adequate
estimates from both the Phase 1 and 2 surveys described above. Ideally, in the absence of a
satistactory practice (business) frame/register, we should construct such a frame via a survey of all
individual medical practitioners, incorporating all the enfities and situations described in the
Attachment to this report. This would be far to costly a survey to conduct. Consequently, a sample of
individual practitioners only will be survayed and all these selectad practitioners will provide details of
their practice legal entity arrangements as the main slement of the Phase 1 survey. This represents -
a quite straightforward design as we have full population details for the individual practitioners and
can stratify the units appropriately, eg by region, medical specialty, etc. A range of statistics will also
be derived from this Phase 1 survey of individual medical practitionars.

42. All the practice legal entities identified by practitioners in the Phase 1 survey will then be includad
in the Phase 2 survey. The weighting of the entities in Phase 2 will be dependent on the chance of
selection of the individual practitioners in Phase 1. This will mean that some additional data will need
to be coliected in the Phase 2 survey. For entities of the type in the middle column in the Attachment
to this report we will need ta know the number of medical practitionsrs as employees or as salf
employed. In stuations such as for entity no.8, either or both of practitioners £ and F may be selected
in the Phase 1 survey sample, and this wili need 10 be known. For administration entities of the type
listed in the right hand column of part D of the Attachment (eg nos.31, 34, etc) we will need to identiy
the number of individual medical practitioners served {eg X and Y served indirectly by entity no 31,
etc), ragardiess of which were selected in the Phase 1 survey. There will need to be a new sample
design deveioped to enable statistics to be complled from the Phase 2 survey as this scenario is
unlike the situation found in other industries,

43. To conduct the surveys efficiently and enable tha waightings in sample design 1o work, the units
it Phases 1 and 2 will need to be linked. We will need to identify whether, for example, only ane or
more than one of practitioners |, J and K were selected in the Phase 1 sampie. If more than oneg of
these practitioners were selected we need to avoid sending out more than one questionnaire 1o entity
no. 15. For collection management and data quality control purposes, if practitioner EE were
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selected in Phase 1, then in the Phase 2 collection we need to ensure some linking of entities nos.
39, 40 and 41, which would all separately be inciuded in Phase 2. % more than one practitioner in this
arrangement were salected in Phase 1 (sg both DD and EE} then we would need to avoid sending
more than one questionnaire to entity no. 41 and also maintain linkages between all the antities in the
practice arrangement. Thase sorts of collection management issues and sample design matters have
not yet been fully developed, but will be as pan of the pilot testing now beginning.

Siatistical output
i) Statistics from the Phase 1 survey of individual medicat practitioners

44. As the Phase 1 survay is to be directed at a sampls of medical practitioners, the information
coliected fram them woulkd need to be limited to that which can reasonably asked of an individual
about themsetves and their medical practice arrangaments. The questions planned 1o be asked are
as follows -

8) Practice arrangements Questions will be asked which will identity names, addresses and

other indicative information about each of the legal entities from which s derived income from

the practice of medicine ar provides administrative or other services 1o such entities.

b} Time worked

Questions will be asked about the time worked by practitioners relating to hours worked over

a specified period and calegorised by the type of practice arrangsment and broad type ot
work involved.

¢} Demographic-type data
Questions will be asked about medical specialty, source of training, whether working in a solo,
group or associateship arangement, and some related matters.

45. It is expectad to be possible to produce stalistics which classify medical practitioners by medical
discipline or specialty (GPs, various categories of specialty}, by geographic region (at least for
Australian States and territories saparately and depending upen the size of the sample of medical
practitioners, for smaller regions), by gross billings size and time worked, and by different type of
practice arrangemants used {eg solo practitioner, eic).

i) Statistics from the Phase 2 survey of medical legal entities/practices

46. The basic questions plannad to be asked, from which statistics will be derived are as follows -
a) Revenues from the provision of medical and other services. A number of sub-categories
are relevant, taflored to the situation in Australia. These reflect the main income streams,
which would effectively be divisions within CPC subclasses 93121 General medical sarvices
and 93122 Specialised medical services. The classification of specialist medical provision of
diagnostic imaging and pathology services remains a problem in the CPC/ISIC and tha
derivative Australian classifications compared to the way in which these activities appear to
be organised in Australia. This revenue data is a key requirement. (Equivalent to a Model
Survey Module 1, as prapased for other service industries)

b) Costs associated with the operation of medical practices. There are likaly to be some 20
separate costs identified. This cost data is a key requirement. (Equivalent to a Modal Survey
Module 2)

c) Purchases of goods and services for resale. This data is a minor requirerment.
(Equivalent to a Mode! Survey Module 3)

d) Inventories. This data is a very minor requirement which is of littie relevance in this
industry, excepl probably for the pathology and diagnostic radiology sectors. (Equivalent to a
Model Survey Moduie 4)

¢) Supplementary questions concerning the basis of accounting. This data may not be
collected although there is a problem of as yet unknown magnitude because of the use of
cash rather than the preferred accrual basis of accounting. Equivalent to a Model Survey
Module 5)

f) Employment. Numbers of persons in the major occupational groupings are to be sought.
The preference is for full time and part time numbers te be identifled but also "fult fime
equivalents”, which presents as yet unresearched issues to be resolved. This data is a kay




user requirement. (Equivalent to a Modsl Survey Module 9) '
g) Fixed assets, additions, disposals. This data, and other balance shest data generally, is
a relatively minor requirement for the main part of this industry, perhaps except for the capital

intensive pathology and diagnostic imaging sectors. (Equivalent 1o a Model Survey Module
10}

The other draft Model Survey Modules are generally nol applicable 1o the medical industries
(ie imports and exports, R&D, etc). However, there may be some additional data cotlected
specific to the medical industries, such as details of the physical characteristics of the surgery
locations at which the practice operates, the particular types of services provided, charging
bases, opening hours, elo.

47. From the basic data collected it will be possible to derive various net measures of practice
profits, profitability and operating and perfarmancs ratios. The statisfics compiled will be able 10 be
classified in various ways. An important set of statistics will involve classifying the legal
entities/practices by the type of "industry”, ie GPs and about 6 or B categories of spacialists. In
particular, for purposes of looking at practice costs, not only are these “industry” categorias important,
but also a classification by the typa of practice entity witf be necessary. Such strearming of the output
by ditferent types of practices is needed 10 minimise the distortions in cost structures resulting from
the aggregation ot unlike entities, eg the separate categories in the ¢lassification would have 1o
include (for example) categories for -

a} administration entities providing services to >1 medical practices entitles {eg entities of a

type ke no.34 in the Attachment)

b} solo unincorporated practices not in a group arrangement (eg ertities of a type like no.1)

<) solo unincorporated practices in a group arrangsment (eg entities of a type like no.40)

d) solo incorporated practices not in 4 group arrangement (eg entities of a type like no. 2)

o} solo incorporated practices in a group arrangement {ag entities of a typa like no.33)

f) partnership practices (eg entitias of a type like no. B)

- and so on

48. How such a classification can best be structured Is still subject to some research, and the resuits
of the pilot test survey. Such a breakdown is necessary to minimise the distorting effect of
aggregating unlike entities and particularly as a basis for more detailed analysis of the faatures of
quite difterent types of practice arrangements by statistical users. The practice statistics couid aiso be
presented by State and Territory and possibly for regions within these, depending on the detail that
the size of the slatistical collection will support. However, statistics showing size of "practice” remain
problematical. :

Conciusion

49. The work outlined in this report represents research-in-progress. There are still a number of
statistical and olher issues to be rasolved. Of major impartance is the question of whether the user
community can sufficiently understand just what this all means in ferms of the statistics they will ses
at the end of the survay. Further work has to be undertaken 1o consider and explain what statistical
output will be achieved to the user community. The pilot test will also have a role to play in achieving
thelr greater understanding of the statistics that will be generated. Untortunately. it is stit not
completely clear just how far the approach adopted and reporied in this paper will go towards
satisfying user requirements.
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Antachment
Medical Services Industries

Typical medical practice arrangements

1. This Attachment shows the main known situations of the legal entities used by medical

practitionsrs 1@ conduct their practices. Combinations of the different circumstances are also known
o exist.

2. individual medical practitioners (shown in tircles) have been given a unique alpha character and
the "legal entities” (shown in boxes) a unique numaerical character for easa of discussing the varipus
arrangaments in the report. Equity (or equivalent) ownership links between the individual practitioners
and the entities used to conduct their practices have been shown with a solid line. Where an entity
provides servicas 1o another (proparty, employment, administration and similar support services) and
without an equity ownership link, this is shown by a broken line. :

3. The typical arrangement in Australia in which medical practitioners work are:
A. Solo {i.e. not in conjunction with other practitioners).

8. Partnership {i.e. working with ather practitioners using a formal parinership agreement to
share profits).

C. Company (i.e. working with other practitioners using an Incorporated company structure).

D. Associateship (i.e. working with other practitioners with costs shared by the use of an
administration company with sach practitionar having their own entity within which thay
practise medicine).

4. These four types of arrangements reflact a classification of the broad ways in which medical
practitioners work together in Australia, as sought by the main usars of statistics of these industries.
Within each of the four types of arrangements, there are many tcombinations and permutations of
legal entity relationships used. These are not all well known or fully researched. Examples of the
main types of arrangaments known are shown in the diagrams, but soms simplifications has been
nacassary to minimise canfusion. Many other combinations of situations, such as practitioner ()
also having an entity such as (8), are also known to exist. The situations shown in sections (B)
Partnarships and (C) Companies, are known to be less commonly used by medicai practitioners ta

structure their practices, than some of the situations shown in sections {A) Solo practitioners and (D)
Associateships.
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A. MEDICAL PRACTITIONER WORKING SOLO
(NOT WITH OTHER MEDICAL PRACTITIONERS)
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B. MEDICAL PRACTITIONER WORKING IN A PARTNERSHIP
ARRANGEMENT WITH OTHER MEDICAL PRACTITIONERS
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C.MEDICAL PRACTITIONER WORKING IN AN INCORPORATED COMPANY
STRUCTURE WITH OTHER MEDICAL PRACTITIONERS
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D. MEDICAL PRACTITIONER WORKING WITH OTHER MEDICAL
PRACTITIONERS IN AN ASSOCIATESHIPARRANGEMENT
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