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“Indexing Promotional Expenses to Growth Goals”

Are You Spending Too Much or Too Little on Marketing?

( J. Pinto & Associates, Inc.  All Rights Reserved.
Marketing, as every thriving ophthalmologist now knows, is a key fuel for your practice vehicle. Some practices seem to need nitro-boosted dragster fuel. Others chug along just fine on charcoal. 

Why do certain practices find it essential to spend 20% of every dollar they collect for aggressive advertising, while others spend 1% on little more than holiday gifts to referring doctors?  There are many reasons for the vast differences, but they boil down to just these ten…try to find your practice on this chart: 

	Marketing Cost-Sparing Practices
	Marketing High-Cost Practices

	The practice has little or no competition
	The practice has significant competition

	The practice is at a volume threshold, and the doctors desire no further growth
	The practice is still being driven by its owners to grow rapidly  

	The doctor’s services are unchanging
	The doctors are introducing new services

	The practice has a large pool of past patients and lives on alumni referral
	The practice is young and needs to build a patient base

	The practice relies largely on physician and optometric referral; these referrals still have a finite cost, but it’s lower than paid ads
	The practice is poorly supported by doctor referrals, and needs to communicate to the public for self-referring patients

	The practice does an excellent job of maintaining a long-term relationship with each patient, and therefore doesn’t need as many new patients to feed the practice
	The practice offers poor services, or has a faulty recall system, and therefore needs a constant stream of new patients 

	The doctors would rather have the last few percent of practice profits distributed as a no-risk personal bonus, than to take the risk of “betting the bonus” for greater profits
	The doctors have significant personal spending discipline; they earn a comfortable living, and are willing to roll the dice with their retained earnings 

	The practice tried the wrong kind of marketing—or the right kind of marketing for too short a timeframe—and got burned
	The practice’s marketing efforts have either worked, or it’s too early to tell and the doctors have the discipline to stick with it

	The doctors are economically conservative and resist taking business risks unless the outcome is fairly certain
	The doctors are willing to take calculated risks to grow the business

	The doctors are politically conservative and don’t wish to stand out in the community 
	The doctors are either self-confident or at least cavalier enough to not be concerned about the opinion of other physicians


Are you at one of these extremes, or somewhere in the middle? Either extreme of too much or too little spending probably represents poor practice management. Finding the right marketing fuel—and opening the throttle to the right burn rate—is an essential ongoing business exercise. 

A detailed how-to guide on ophthalmic marketing could easily fill the next year of Ocular Surgery News cover-t-cover, but let’s look at some of the numbers that should guide your decisions. (Indeed, Slack/OSN published the very first book ever dedicated to ophthalmic marketing 12 years ago. Looking at how fundamental this book is today is an indication of how fast the field has changed since I wrote it.) 

As a first step in assessing your situation, prepare a graph for the past 12 or more months of the number of month-by-month new and total patient visits in the practice. In multi-doctor practices, have a separate graph for each doctor. In practices with multiple offices, sort the data by location and prepare graphs for each office. 

If you’re feeling ambitious, generate a second set of graphs (by total practice, by doctor, and by location) tracking the monthly number of new patients vs. major surgical and laser cases. It may also help to generate a graph showing the surgical yield (total patient visits per surgical case) monthly for the same time frame, and a graph showing the monthly marketing budget (expressed in 1000’s) vs. the number of new patients.    

With these graphs and your practice’s financials on hand as a reference, let’s discuss the norms, and how this can influence your ad budget. 

In a general ophthalmology practice, it’s normal to spend about 3% to 8% of collections on the total marketing function (excluding in most cases internal staff costs such as telemarketers or screeners). An old-line, established practice with no further growth aspirations can get by on 1% or 2%. New practices, elective care surgeons and surgeons in over-served, competitive markets may need to spend as much as 15%, at least for the start-up phases of a new campaign. 

New patients in a general practice should represent 10 to 20% of total visits. This can and should range much higher in a subspecialty or referral-based practice. Younger satellite offices will obviously have a much higher ratio of new patients.  Higher percentages than this baseline for an established practice may indicate poor continuity of care and recall protocols, which should be audited for gaps. 

The surgical density of healthy practices varies widely. This is a dimension of efficiency where ratio analysis is often best applied as an internal standard, rather than trying to match external benchmarks. However, in a typical general ophthalmology practice, it’s normal to transit 10 to 40 total patient visits for every cataract surgery case performed. A higher number of total visits per case may mean there are too few new patients to feed the surgical schedule, and the practice is providing routine care over and over again to the same patients.  Each surgeon should examine their case selection criteria and, if warranted, consider a more aggressive approach. 

The most important single determinant of how much—and how—you spend on marketing should be the desired mix and number of new patients. On the advertising side of a total marketing program, we know from experience that it can take from $50 to $500 to generate a new patient lead (and even more than this for a single surgical case) depending on the market, the service being promoted and the branding that’s been established. 

A very typical number in an established LASIK practice is $150 per lead, with 50% of all such leads converting to surgery….that boils down to $150 per case (eye).  If a LASIK practice with these statistics wants to perform 30 more advertised cases per month (separate and aside from the baseline of doctor- or patient-referred cases) it would theoretically need to spend another 30 times $150 or $4500 on advertising each month. If the conversion rate was only 25%, the practice would have to spend another $9000, which points out the return on investment of staff sales training and lead tracking systems, and their critical role in the overall marketing mix. 

Every doctor within your practice should declare and frequently update their volume performance goals so that the total marketing budget walks in lock step with the composite goals of the overall practice. Nothing smokes out a practice’s strategic conflict faster than when I get the entire management and doctor team together in one room and point out that the doctors are asking for 100 new surgical cases a month—immediately—but  only giving marketing the resources for 10.  Marketing, perhaps like farming,  is a long-range activity, best done with patience, long-term planning and crossed fingers. Any need to ramp up the practice’s patient flow should be anticipated as far in advance as possible, because the lag time from conception to execution to impact can be many quarters or even matter of years. 

To help make the need for marketing less of an emergency and more planned,  it may help to install an early warning system in your practice. One of many examples is this.  Each month look forward 90 days out in the clinic and surgical schedule, and plot the number of patient visits and surgical cases currently scheduled on a month-by-month graph. This forward-looking trend data will at least give you a little more time to react, and may keep you from over-shooting or under-shooting what’s needed to keep the practice growing. Of equal value, it will keep the doctors from panicking ever time there’s a lull in the surgical schedule if they can see a repeating seasonal pattern each year. 

Marketing, as a department within your practice and as a business discipline, is annoyingly resistant to cost-benefit analysis. The old saw is dead on:  “I know that half of my marketing budget is wasted…I just don’t know which half.”  Experience has shown that we can perhaps decrease the “wasted” factor to 25% or less if we stick to activities shown empirically in other setting to work well.  The premium you pay to be able to use syndicated marketing materials proven effective in other markets can be far less expensive than inventing the wheel yourself. For an established, somewhat more vanguard than average general practice, performing a mix of cataract and refractive surgery, here’s a reasonable budget apportionment: 

· The first marketing dollars spent, representing 10% or more of the annual budget should be spent internally, on everything from patient education literature to a looped video on your services in the waiting room. Special attention should be spent on getting recall protocols up to “zero defects,” and have the doctors and staff actively asking each patient for referrals.

· If your practice is dependent on optometry referrals (or wants to be), the next dollars spent, perhaps another 10%, should be on outreach efforts, which can include personal visits, continuing education sessions, part-time facility rental agreements and other network development. 

· For practices oriented to senior eye care, external screening programs are next in line for return on investment, and deserve perhaps the next 5-10% slice of the marketing pie.  

· The heavy, external lifting needs to be borne by paid advertising, which for this specimen practice should probably consume up to 60% or more of the total marketing budget. The apportionment to creative and production, as compared to media is highly dependent on the situation. In principle, however, don’t blow all of your budget on creating great advertising, and then only have a little left over to publish or air your ads. That would be like the Pentagon buying the latest artillery and not having enough left over to buy bullets. 

· Supplemental external marketing should include about 5% of the budget spent on formal efforts to generate publicity; costs can be spared by using your hospital’s house publicist as the conduit to the working press. 

· Hold 10 to 15% of any budget in reserve for oversight and for rotating exploratory efforts. For example,  a LASIK practice using radio and print only, should next test TV infomercials, a formal sales training course, or a corporate outreach program.   Any of these experiments found to work better than what you have done in the past deserves an enduring portion of the overall marketing budget and should displace an under-performing tactic. 

· It should go without saying that a practice of any marketing sophistication at all already has a formal protocol for thanking referral sources through calls, cards, letters and small gifts, the cost of which is trivial on a cost-per-lead basis when compared with paid advertising. (Indeed, if patient-to-patient referral is not stimulated side-by-side with a media advertising program, the practice is likely going to tread water or drown, because costly advertised leads often only break even…it’s the derivative alumni referrals that start being profitable.) 

· To the extent possible, every prospective patient calling the practice, and every new patient actually entering the practice should be tracked. Trends should be noted, and there should be a feedback loop between the weekly or monthly cost-per-lead statistics and the marketing mix. Specific tactics and media shown by the numbers to be under-performing should be continuously flushed from the program. 

* * *

You can tell from the language of marketing that we still have a lot to learn. Disappointments are managed and faces saved by calling a failed marketing effort an “experiment” or “an investment in the future.”  As you sign all those big checks that pay for your marketing program, track the numbers, and you’ll feel a little better about the level of control you have over what will always remain one of the most vexing and mysterious business challenges in you practice. 

# # #

