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Demand for physiotherapy services is likely to increase as physiotherapy is more widely used as a 
means of rehabilitation from injury and ageing.  However, practitioners may face constrained profit 
growth as competition and private health insurers place increased pressure on consultation fees. 
 
 
Overview  
 
Physiotherapy is a registrable profession that 
focuses on the treatment of medical conditions 
or injuries by physical means such as 
manipulation, massage, ultrasound, 
hydrotherapy and exercise.  There is some 
overlap with chiropractors, osteopaths, 
occupational therapists and exercise 
physiologists, but these professions have their 
own training and regulatory regimes.   
 
Industry Structure 
 
According to an Australian Institute of Health 
and Welfare study, in 2000-01 there were 
7,500 physiotherapists employed in Australia.  
Of these, slightly over half work in the private 
sector. 
 
The physiotherapy services sector is 
characterised by a large number of small 
professional practices either established on a 
sole practitioner or partnership basis.  A 1997-
98 ABS survey of the industry showed that sole 
practitioners and partnerships accounted for 
64.4 per cent and 7.5 per cent of all 
physiotherapy businesses respectively.  Large 
physiotherapy businesses are rare, however 
some physiotherapists operate from larger 
clinics, such as sports medicine and community 
health clinics.  There has also been a trend of 
practitioners forming groups of medical 
professionals in the one clinic for the purposes 
of increasing market share and economies of 
scale.   
 
Franchising is uncommon in the industry, with 
WA-based LifeCare Health Ltd believed to be 
the only real player.  As in other industries, 
franchising may offer advantages in terms of 
advertising, creating a market identity and 
possibly negotiating provider agreements with 
insurers.   
 
Physiotherapists can specialise in specific areas 
such as spinal injuries, sports injuries, 

gerontology (aged care) and paediatrics, 
allowing them to establish a reputation in a 
defined target market as well as servicing the 
standard clientele. 
 
The industry is considered to have low usage 
of high technology equipment and is fairly 
labour intensive.  This is in direct contrast to a 
number of other sectors of the health services 
industry and has been the driving force behind 
its small business structure. 
 
Physiotherapists are now widely accepted by 
the general public and the medical community 
and are seen as an integral part of the health 
services industry. 
 
Industry Performance 
 
IBISWorld estimate that industry turnover in 
2001-02 was $480 million. 
 
Overall demand for health services is a 
function of the health and demographics of the 
population.  Demand for physiotherapy 
services is influenced by the increased 
acceptance of physiotherapists as an 
acceptable form of treatment and the ageing of 
the population, leading to an increased need 
for the service. 
 
Medicare does not cover physiotherapy 
services so private health insurance levels also 
have an affect on its relative attractiveness.  
Most funds will cover physiotherapy services 
under an “extras” policy but will limit both the 
rebate per individual session and also the total 
annual rebate available.   
 
Income is primarily sourced from client 
consultations.  Consequently, the fortunes of 
the industry are tied to the overall economic 
climate and the willingness of clients to seek 
physiotherapy treatment.   
 
As physiotherapy services are excluded from 
Medicare, movements in household disposable 
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income can affect demand.  Households with 
higher incomes are more likely to utilise 
physiotherapy services.  According to the ABS 
Household Expenditure survey, in 1998-99 
households whose gross income was among 
the lowest 20 per cent of all households, spent 
on average $0.22 per week on physiotherapy 
and chiropractic services.  However households 
whose gross income was in the top 20 per cent 
of all households spent on average $1.25 per 
week. 
 
Physiotherapists also receive income from 
private health funds (some funds allow this 
directly, but most reimburse their members).  
The Private Health Insurance Administration 
Council recorded expenditure by health 
insurance funds on physiotherapy of $138.6m 
in 2001-02.  Benefits paid by health insurance 
funds covered 61.2 per cent of the total cost of 
the insured services.  Other income sources 
include workers compensation insurers (for 
return to work/rehabilitation cases) and other 
insurers such as the States Transport Accident 
Commissions for car accident injuries.   
 
Consultation fees charged by physiotherapists 
are restrained by the fact that Medicare does 
not cover their services.  Hence consumers are 
faced with significant out-of-pocket expenses, 
particularly if private health insurance is not 
held.  This underlines the importance of 
physiotherapists being able to grow and 
maintain their customer base through the 
quality of service provided. 
   
Profitability is impacted by the ability of the 
physiotherapist to generate a large client base, 
control costs (particularly wages of assistants) 
and manage bad debts.  Wages are the most 
significant cost item in a physiotherapy 
practice. 
 
As this industry is labour intensive, it is difficult 
for small practices to grow significantly, which 
limits their profitability.  In the past, 
physiotherapists have tried to improve their 
profitability by operating several practices, 
although this runs the risk of increased 
overheads.  
 
Volatility of income and profitability is 
considered low. 
 
 
 

Benchmarking 
 
The following table identifies a range of key 
performance indicators for the physiotherapy 
services industry.   
 
Indicator Average Low High 
Total Income $273,274 $161,820 $368,833 
Interest Charges 2.01% 0.68% 2.97% 
Rent of Premises 9.21% 5.43% 13.15% 
Wages & Salaries 26.22% 11.89% 39.05% 
Net Profit before 
principals salaries 

42.06% 27.53% 54.50% 

Ave. consultation 
length (minutes) 

31 25 31 

Ave. number of 
consultations per 
physio per week 

60 37 71 

Source: EBC Business Benchmarking Guide 
 
Generally, larger practices achieve higher net 
profit per principal, have higher staffing costs as 
a percentage of income and generate more 
revenue per consultation. 
 
The benchmarking suggests that the more 
profitable practices were larger, had much better 
personnel productivity, generated more revenue 
per consultation and conducted more consults 
per week. 
 
Regulatory Impact  
 
Physiotherapy is regulated at the state and 
territory level by the various physiotherapy 
registration boards.   
 
The major association is the Australian 
Physiotherapy Association (APA), which 
represents approximately 75% of registered 
practitioners.  The APA has a code of ethics for 
its members.   
 
Physiotherapists are under no obligation to 
comply with any fee structure, other than 
under Veteran’s Affairs provisions.  The 
Australian Physiotherapy Association provided 
a list of recommended fees, but had to stop 
the practice in order to avoid breaching the 
Trade Practices Act.   
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Outlook  
 
The overall view for the industry is positive, 
with growth expected in the 3.5-4 per cent per 
year range over the next few years.  However 
the growing involvement of health funds in 
setting fees and the trend towards the 
corporatisation of medicine are longer-term 
challenges, and may have a negative impact 
on small physiotherapy practices.    
 
Growth opportunities exist for the industry with 
the ageing of the population and the increased 
professionalism of sport likely to increase 
demand for physiotherapy.  Increased 
awareness of physiotherapy as an acceptable 
form of medical treatment should also enable 
sustainable growth for the industry in the 
medium to long term.  
 
Other growth opportunities may arise from the 
outsourcing of hospital outpatient work, and 
the growing trend towards earlier discharges 
from hospital stays.  This will be particularly 
relevant for physiotherapists who specialise in 
treating elderly people.   
 
Growth could also be achieved by developing 
franchise systems that aim to leverage 
advertising and brand names, and possibly 
negotiate provider agreements with insurers. 
 
If private health insurance is held, 
physiotherapy services become relatively more 
affordable.  However in practice, these changes 
are expected to lead to only a marginal increase 
in demand for physiotherapy, as it is generally 
needs driven.   
 
Research group IBISWorld believe that 
membership of private health insurance funds 
peaked in 2001-02 following the introduction of 
policy measures in 1998 including the 30 per 
cent rebate for private health insurance and 
the provision of ‘lifetime’ health cover.  It is 
expected that membership will decline over the 
outlook period.  This will have an adverse 
effect on growth in benefits paid for 
physiotherapy services. 
 
Physiotherapists are likely to face increased 
competition in the outlook period, with high 
levels of new Australian and overseas 
practitioners entering the industry.  
Competitive pressures may also restrain 

consultation fees and hence physiotherapists 
may encounter lower growth in turnover.     
 
A significant issue facing the industry is action 
by health insurance funds to reduce the cost of 
health care.  Health insurance companies may 
try to restrict the fees charged by 
physiotherapists (as with other health 
professionals) by either setting maximum rates 
or by keeping rebates low to pressure 
physiotherapists into keeping their fees low.  
In the case of capping fees, some insurers may 
offer the lure of referrals or “preferred 
provider” status as a trade off.   
 
A similar issue is the growing trend towards 
“corporatising” medicine, where medical 
practices and other health professionals 
operate from large clinics owned by 
companies, not necessarily by the health 
professionals.  This may offer some 
advantages to independent physiotherapists, 
as there are cross referral opportunities, and 
the sharing of costs may mean that 
administration expenses are lowered.   
 
Both these trends have generated some 
concern in the profession, as there are 
considerable ethical difficulties involved where 
appropriate treatment objectives clash with a 
profit imperative.   
 
Overall the outlook for the industry is 
promising.  Turnover growth is expected over 
the outlook period as physiotherapy is more 
widely used as a means of rehabilitation from 
injury and ageing.  However physiotherapists 
may face increased pressure on consultation 
fees through competition and private health 
insurers, which may constrain profit growth. 
 
 
 
 
 
 
 
 
 
 
 
 
 
Chris Munn 
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ANZ is represented in: 
 
AUSTRALIA by: 
Australia and New Zealand Banking Group Limited 
ABN 11 005 357 522 
10th Floor 100 Queen Street, Melbourne 3000, Australia 
Telephone +61 3 9273 6224   
Fax +61 3 9273 5711 
 
UNITED KINGDOM by: 
Australia and New Zealand Banking Group Limited 
ACN 005 357 522 
Minerva House, PO Box 7, Montague Close, London, SE1 
9DH, United Kingdom 
Telephone+ 44 207 378 2121 
Fax+44 207 378 2378  
 
UNITED STATES OF AMERICA by: 
ANZ Securities, Inc. 
(Member of NASD and SIPC) 
6th Floor 1177 Avenue of the Americas 
New York, NY 10036, United States of America 
Tel:  +1 212-801-9160 
Fax:  +1 212-801-9163 
 
NEW ZEALAND by: 
ANZ Banking Group (New Zealand) Limited. 
Level 10 215-229 Lambton Quay Wellington, New Zealand 
Telephone +64 4 496 7000,  
Fax +64 4 496 7360 
 
In Australia, ANZ Investment Bank is a business name of 
Australia and New Zealand Banking Group Limited, ACN 005 
357 522 (“ANZ Bank”), which is a licensed securities dealer.  
In New Zealand, ANZ Investment Bank is a business name 
of ANZ Banking Group (New Zealand) Limited WN / 035976 
(“ANZ NZ”). 
 
This report is being distributed in the United States by ANZ 
Securities, Inc. (“ANZ S”) (an affiliated company of ANZ 
Bank), which accepts responsibility for its content.  Further 
information on any securities referred to herein may be 
obtained from ANZ S upon request.  Any US person (s) 
receiving this report and wishing to effect transactions in 
any securities referred to herein should contact ANZ S, not 
its affiliates. 
 
This report is being distributed in the United Kingdom by 
Australia and New Zealand Banking Group Limited, (“ANZ 
Bank, UK”) for the information of its market counterparty 
and intermediate customers only.  It is not intended for and 
must not be distributed to private clients.  In the UK, ANZ 
Bank is regulated by, and is a member of, the Financial 
Services Authority (“FSA”). Nothing here excludes or 
restricts any duty or liability to a customer which ANZ Bank, 
UK may have under The Financial Services and Markets Act 
2000 or under the regulatory system as defined in the Rules 
of the FSA. 
 
This research publication of ANZ Bank is issued on the basis 
that it is only for the information of the particular person to 
whom it is provided.  This report may not be reproduced, 
distributed or published by any recipient for any purpose.  
Any recommendations relating to securities contained herein 
are based on a consideration of the securities alone, and as 
such are conditional and must not be relied upon without 

specific advice from your securities advisor as to the 
appropriateness to you given your individual investment 
objectives, financial situation and particular needs.  Under 
no circumstances is this report to be used or considered as 
an offer to sell, or a solicitation of an offer to buy. 
 

In addition, from time to time ANZ Bank, ANZ NZ, ANZ S, its 
affiliated companies, or their associates and employees may 
have an interest in any securities directly or indirectly the 
subject of this report (and may receive commissions or 
other remuneration in relation to the sale of such securities), 
or may perform services for, or solicit business from, any 
company the subject of this report.  If you have been 
referred to ANZ Bank, ANZ NZ, ANZ S or its affiliated 
company by any person, that person may receive a benefit 
in respect of any transactions effected on your behalf, 
details of which will be available upon request. 
 

The information herein has been obtained from, and any 
opinions herein are based upon, sources believed reliable. 
The views expressed in this report accurately reflect the 
author’s personal views about any and all of the securities 
and issuers referred to herein. The author however makes 
no representation as to its accuracy or completeness and 
the information should not be relied upon as such.  All 
opinions and estimates herein reflect the author’s 
judgement on the date of this report and are subject to 
change without notice. No part of the author’s compensation 
was, is or will be directly or indirectly related to specific 
recommendations or views expressed about any securities 
or issuers in this report. ANZ Bank, ANZ NZ, ANZ S, its 
affiliated companies, their directors, officers, and employees 
disclaim any responsibility, and shall not be liable, for any 
loss, damage, claim, liability, proceedings, cost or expense 
(“Liability”) arising directly or indirectly (and whether in tort 
(including negligence), contract, equity or otherwise) out of 
or in connection with the contents of and/or any omissions 
from this communication except where a Liability is made 
non-excludable by legislation. 
 
Where the recipient of this publication conducts a business, 
the provisions of the Consumer Guarantees Act 1993 (NZ) 
shall not apply. 
 
For further information, please email Economics@anz.com 
 
 
 
 
 
 
 
 
 
 


