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“Solving the Toughest Business Problems Ophthalmologists Will face in the Next 20 Years”

( J. Pinto & Associates, Inc.  All Rights Reserved.
My seven-year-old son, Graham, is now officially in training to become an ophthalmic management consultant. There’s a new, little game we play, called “I have a problem.” 

I pretend I’m a client, he pretends he’s the advisor. To keep his interest up, most of the puzzlers I give him have to do with Pokemon or skateboards. He’s engrossed by these baby steps on the path to what is sure to be a vastly more challenging career than our current generation of consultants. Playing this game with Graham has led me to thinking about just what kinds of problems the seven-year-old ophthalmologists-to-be of the world will be facing. Indeed, what are the most important questions we should be asking today on their behalf?

With a little over 20 years of this work behind me, and I hope at least another 20 years to go before Graham eases me out of the firm, here’s a mid-term inventory of what I believe will be the toughest problems of the next generation. 

1. What is the proper professional relationship between optometrists and ophthalmologists? What should the clinical boundaries be? There continues to be much hand-wringing—too much, I think—on both sides of this question. In point of fact, the optometrists of today are brighter, more professional, more narrowly selected by training programs, and better schooled than their predecessors. In the same breath, there continue to be eye surgeons and optometrists who inappropriately misdelegate care in the interest of efficiency, economics or overconfidence. Oversight will improve as optometrists and ophthalmologists are increasingly drawn together into integrated, full-service practices, with quality oversight on both sides of the aisle. In these supervised contexts, I think that some measure of “surgical optometry” is likely inevitable in the next 20 years. 

2. Many of the most ambitious and intelligent university students are now drifting to the world of the dot-com’s and investment banking. Can ophthalmologists sustain a high enough individual income and personal control over their professional destinies…to a degree that will continue to attract the best and brightest? If not, can second-tier doctors grasp and apply the considerable intellectual content present at the leading edges of this specialty? Investment banking is an honorable profession, to be sure, but is this the highest purpose we should be  matching with society’s brightest minds? 

3. What is the best organizational venue for eye care? Is ophthalmic care best provided in a relatively focused, single specialty (or multi-subspecialty) clinic, or in a large multi-specialty setting? The happiest ophthalmologists seem to be in organizations focused on eye care alone. Eye surgeons who merely anchor a department in a much larger institution are often unhappy with their lack of control and lack of access to the resources needed to practice well and profitably. 

4. For the immediate past and present, profits have been sustained in the most nimble clinics by rising cognitive fees, refractive surgery, hard work, corner-cutting and great management. But Lasik fees are falling, new service entry barriers are rising, and rising wage and energy costs may well signal a round of general inflation. This next shift in the business cycle has me very concerned, because surgeons will be exposed to several negative consequences simultaneously. It will only take a small dip in consumer confidence to reduce Lasik volumes (and even optical sales, a leading indicator in the minds of general economists.) Government coffers are overflowing now, but if tax revenue erodes, Medicare fees will once again be on the table for reduction, and this could happen in just a single national electoral cycle. Rising interest rates will increase the cost and risk of ASC development—and having an ASC is increasingly the key to cataract profitability as professional fees fall. 

5. Staff salaries are the largest single cost in most practices—how can we compete for the quality labor we need in a world where we can’t easily raise our prices? By automating, technical and manufacturing sectors of the economy are experiencing a much faster increase in labor productivity. And although office computers and automating patient testing/work-up equipment have yielded significant gains to date, there appears to be no real labor productivity breakthrough on the horizon. We still need a lot of staff to support a single ophthalmologist. Indeed, payer paperwork demands are only on the rise, and every paperless charting system I’ve reviewed actually adds costs and staffing demands.  We are obviously competing with non-medical employers for the best staff members at the lowest cost, and we are losing. We must find a way to do more with less, both within our individual practices, and in the profession at large. 

6. Will the general ophthalmologist be able to keep up with developments in subspecialty fields and remain a generalist? While an increasing number of surgeons are carving out niches in cataract or Lasik surgery, many doctors would like to maintain a diverse practice—either because they live in a rural market, or because they have wide interests. The galloping pace of change in most sub-specialty areas, and the financial and time commitments to keep pace with this change, is making it harder to be a renaissance ophthalmologist. For example, a $100,000 investment or less was all it took to become an active refractive surgeon 15 years ago. Today, after factoring in marketing costs, it takes $1 million or more—vastly more in competitive urban markets. 

7. As originally constructed, the Physician Practice Management Companies (PPMCs) have essentially failed. Most of the few still standing are, I believe, artificially buoyed only by the current watershed period of higher Lasik profit margins. They, too, will fall as fees continue to erode. And yet, the kinds of solutions to doctor problems the PPMCs had hoped to solve (strength in numbers to fend off managed care, access to capital, shared management expertise, sharing of high-cost capital equipment, a platform for in-market consolidation and an exit strategy) are still needed by the national community. Can a viable and fair PPMC enterprise model be derived? I believe it can be and will be one day. 

8. A significant percentage of the doctors with the highest levels of surgical productivity are within a few years of retirement. And, thanks to the longest bull market in history, most have the wherewithal to leave at any time. This suggests two difficult problems to solve. First, will the next generation of eye surgeons (who are generally less aggressive and less workaholic than the departing generation) be able to fill the manpower gap? And second, who will be willing to buy these multi-million dollar practices, whose market values often exceed the risk tolerance of junior doctors to buy? New, creative transaction models must be found to transfer these resources from one generation to the next at a price Dr. Senior can accept and Dr. Junior can afford. Variations on long-term and performance-indexed buyouts I’ve used in some settings may help shift the risk. 

9. What is the most efficient and successful enterprise scale for an ophthalmic practice? If  “efficiency” and “success” are measured in profit dollars per MD hour worked, the best practices seem to be in the range of two to five surgeons. Most of my consulting experience with larger practices would indicate that growth in the six to 20 doctor range generates diseconomies of scale, along with a logarithmic increase partner disputes. 

10. Most eye surgeons live in an eat-what-you-kill world. Virtually all of their income is active, that is, they only gain in profitability if they work harder, and are capped by the number of hours in a day. How can entrepreneurial eye doctors best harness the passive income opportunities used in every other business sector? Surgery centers and optical dispensing are a start, but as revenue per RVU stagnates over the next 20 years, and costs inexorably rise, the only surgeons with a shot at historic income levels will be those who develop strong local brands, gain control over patient distribution channels (read: managed care contracting, consumer advertising or optometric referral control) and employ other doctors. 

Will the next 20 years be challenging? Absolutely! But I can promise it’s not going to be anywhere near as dreadful as the most pessimistic analysts have predicted. Retiring doctors are leaving plenty of fruit on the tree for the next generation. Americans are aging, and most of them possess two extremely precious eyes per customer. Ophthalmology will continue to be an outstanding professional career for our sons and daughters. 
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