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Over a quarter of the nation’s ophthalmologists now dispense glasses, and this figure is rising as the wisest providers in the right settings realize the benefits of dispensing: 

· There is an added margin of business security that comes with diversification.

· Profits are augmented. In the typical setting, a dispensary can boost global profits 10% or more…those surgeons who dispense today have at least partially offset falling surgical fees.  

· If you don’t dispense glasses, then your patients are forced to develop a customer relationship with another eye care vendor…a vendor that may one day displace you. Patient convenience, continuity of care and retention is furthered by being a one-stop provider.

· Managed care access can be potentially improved.

· Commercial-aged patients, with no other eye care needs than routine checkups and refractive lenses, were once well down the list of desired patients. With the advent of refractive surgery, such patients are now a feeder for a highly gratifying surgical practice. 

At the same time, there are several conceivable contraindications for dispensing in a general ophthalmology setting: 

· Your practice’s other revenue sources are so strong that the minor added complexity of adding an optical simply can’t make a corresponding profit contribution.

· Your practice’s physical plant is too small.

· Your practice’s patient volume is so small that even a part-time optical can’t be supported.

· Optical dispensing is so competitive in your service area, and your patients are so conditioned to shop for glasses outside of your office, that it’s not worth the trouble to enter the fray.

As a practice management generalist, I often refer clients to dispensary specialists. I’ve asked one such expert, Art De Gennaro, to add his seasoned comments to this month’s column.  

In the typical $1 million revenue general practice without dispensing, adding an optical will add $150,000 to $250,000 to the top line revenue of the practice…somewhat more if you include contact lens product sales.  According to De Gennaro, “The problem here is that this statistic echoes the performance of existing dispensaries in the M.D. world, which unfortunately, are seriously under-performing as a group.” 

With full cost allocation for space, administration, staffing, marketing, it's reasonable for an in-house optical in the typical setting to drive a 25-35% profit margin. According to De Gennaro, “This should be more on the 35% side than the 25% side of the range. I would be very disappointed at 25%.”

“COGs” stands for Cost of Goods sold. A reasonable COGs rate in the typical office is 30-40% of sales. A higher figure should trigger an investigation regarding possible over-stocking, under-pricing, over-paying or diversion via theft by patients or staff. “I look for 28-33%,” says De Gennaro.  “I agree that 40% is the top reasonable number, although I think that at that level you already have an inefficient buying/pricing program in place...or an unannounced partner.”

Your practice’s optical average ticket—found by dividing total optical sales by the number of  jobs—is  commonly as low as $130 to $150. If your practice is willing to be more sales-oriented, that figure can climb closer to $200. 

The typical optical conversion rate—the percentage of the glasses prescriptions written that result in jobs done in-house—is a figure that varies wildly.  I see conversion rates as low as 35%, although the national average is closer to 60%…a figure that according to De Gennaro has not changed in 4 years. He aims for an optimal of about 80%. “I see this as an indictment of dispensing ophthalmologists,” he says. When optical utilization is low, the most common reason is doctor disengagement. “Disengagement is an important factor but equally important is a lack of any qualified or engaged, in-house expertise. Neither the doctor, the administrator nor the optician understand optical retailing well enough to create the profit formula and working model for the business, hence they flounder.”  That leaves the practice at a huge disadvantage to street-savvy commercial competitors and optometry, who because they derive such a large percentage of their revenue from optical (65+%) traditionally put more emphasis here.  The reason doctor involvement helps get things going is because if the boss gets motivated the rest of the staff will of necessity get pulled along. 

Continuing, De Gennero says, “Let's start from the beginning.  Most opticians have never been formally trained in sales.  This is as important as you can imagine and astounding when you think about it. Optical selling is taught in the sequence: close every sale, close every sale higher, sell more than one pair to each patient.  Obviously the degree of skill increases at each level.  As for upgrades, add a fourth level when you talk about managed care, because managed care presents a more hostile patient to the dispensary.  The patient is focused in on obtaining their benefit as opposed to what might be in their best interest visually.  Clients with high percentages of managed care patients need to work hard on selling skills.”

 “It has been my experience that because of their lack of retailing knowledge ophthalmologists are more prone to hire opticians with substandard selling skills.  What I find many times are opticians who have retreated from the commercial ranks because they want a soft landing in a place where they would not be required to sell and would not have to work weekends or nights.”

“As the doctor and the rest of the practice team become more oriented toward the dispensary, the shortcomings of any sub-par opticians starts to show up.  This can be avoided by knowing what to look for and being more diligent when hiring.”  Don’t be afraid to think retail  and selling and closing in this demanding part of your practice, even though this approach may initially be distasteful to you as a clinician. 

Finally, are you holding off on dispensing because you’re concerned that you may offend referring doctors? Practices with a high optometry referral rate (e.g.: over 20% of all surgical cases come from O.D.s) do need to be wary of adding optical. However, the addition of an optical is no longer the danger for comanagement relationships it once was. Expect no more than a 10-30% drop in referrals, then work backwards and do a cost-benefit analysis on adding or avoiding dispensing, or even unwinding an existing optical. “The fear over loss in referrals is way overrated, say De Gennaro.  I cannot remember one client who was impacted enough to really feel it.” 

