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We’re all familiar with the acronym “TQM” for Total Quality Management. I’d like to introduce here another acronym of at least equal importance for ophthalmologists and their managers in the years immediately ahead of us—“DQM” for the simple concepts of  Diversity, Quantity and Momentum

Let’s explore each of these concepts in turn, and see how they might work together to assure your financial prosperity and confidence in the years ahead.  

Diversity  

Winston Churchill once famously said, of converting the British fleet from coal to diesel just before the First World War,  that “safety and certainty in oil lie in variety, and variety alone.” And so it is with eye care. We all know a few Lasik refugees who have come in out of the cold, harsh reality that only the fleetest and luckiest surgeons can profitably run a pure refractive surgery practice in a soft economy. This black and white, Lasik vs. general practice example is just one dimension of potential diversification.  

Another way to think about diversity is to examine your source of patients. In the typical setting, 50+% of new patients come from alumni, patient-to-patient referrals, with trailing amounts coming from consumer marketing, provider directories, optometric, medical and minor other referral sources. Such a practice has literally thousands and thousands of referral sources. And is extremely resilient to the loss of any on source. 

Contrast this with a practice heavily comanaging with optometrists. It’s not that unusual for me to come across client practices with 50% or more of the surgeon’s cataracts coming for a handful of friendly ODs. What happens if one day these doctors perceive they can get better care or incentives (legal or otherwise) from another, competing provider? What happens if there is a regulatory shift, and comanagement is sharply curtailed? 

There are numerous other examples of unbalanced patient sourcing…practices with a single large managed care contract…practices dependent on one testimonial ad that will eventually burn out…and practices dependent on a key, “rainmaking” partner who is nearing retirement. As a general rule, no one source of patients should exceed 30% of the new customers coming your way. 

Stay as highly diversified as you can with your payer mix. The only nearly unavoidable exception to this is Medicare, which is 60% or more of the typical general practice cash flow. I believe that a certain degree of payer consolidation in the future is almost inevitable. I don’t think we’ll see a single-payer environment in American in your lifetime, but new cries for managed Medicare options may once again aggregate seniors in selected test markets and push them toward selected, discount providers. Every time this happens in your market—if indeed it does happen—you should make a countering move to re-double efforts to diversify, as by migrating into more primary care and optical dispensing, while looking for pockets of commercial-age patients that you can serve locally and pockets of under-served fee-for-service seniors you can serve in outlying satellites. 

Service location diversity is also important. If you work principally in a market with a faltering economy, you’ll be glad that you diversified years ago into more durable satellites in the region. All the same, don’t put so many resources into satellite development that you rob needed assets from your anchor/hub location. How can you gauge if you are under or over diversified in this dimension? At least annually, you should look at practice profits by location, and divide these by the doctor-hours spent per location. The resulting profit-per-doctor-hour will direct your next steps to expand into more locations, pour resources into a starved unit or pull in your tentacles. 

Examine you current procedure and service mix. Are you putting all the possible “products” on your practice “shelf”?  It doesn’t take much to examine this. Pull up a service/procedure report for the past year.  How many different CPT codes did you post and bill out? Look for any gaps, especially in special testing and dry eye care. Look for a mismatch between biometry, cataract volumes and yag volumes. For a more thoroughgoing evaluation of your procedure mix, ask your carriers for their utilization statistics or call Corcoran Consulting (800-399-6565), which has emerged as a leader in benchmarking ophthalmic procedure diversity and utilization.  

As fees fall in the future, make sure you are adding every possible ancillary service for passive income. The principal options here are developing an ambulatory surgery center and an optical dispensary. The former can more than double cataract profitability; the latter will increase net profits in the typical general setting about 10%. 

All of this diversity will almost certainly command a ramping up in the scale of your practice. You can’t run a profitable ASC with fewer than 50 cases a month, which often limits such facilities to multi-physician practices.  You can’t hire tertiary care providers without a large primary and secondary provider base to act as a feeder. In the future, the practices playing it safe by diversifying avidly may need sufficient scale to be able to afford: 

· Managers and outside experts to navigate in a changing environment 

· Enough subspecialists under one roof to attract certain referral channels 

· A wide-enough service area to attract contracts

· Information and clinical technology to stay current and meet the local standard of care

· Consumer advertising to increase the practice’s surgical density

Practices will also need the kind of political adroitness and smooth PR touch that is sometimes hard to find among the most harried (and shy) ophthalmologists. We may be entering an era once again, as in the early 1990’s, when the cordiality of your relationships with institutions, third-party payers and medical directors is as critical to success as your clinical insight and patient rapport. 

Quantity 

There is absolutely no escaping the fact that future eye surgeon pay raises will come principally from raising individual productivity. Most practice expenses are fixed. So it’s almost magical to see what happens when a doctor increases his marginal production, even just a little bit. 

Here’s an example. The typical revenue yield per patient visit is about $150 or more in a general practice setting…that’s averaging out free post-op visits all the way up to complex consultations and surgery. The typical doctor works in the clinic 3.5 to 4.0 days per week, about 46 to 48 weeks a year. That works out to roughly 180 clinic days per year. If this doctor sees just 3 more patients per clinic day (something that takes almost no added expense or real effort), this can add $80,000 or more to the bottom line…for the average surgeon in America, that’s a 35% pay raise. And it’s completely under your control. 

[I think this area of development is so important that with about a dozen higher volume, efficient co-authors I’m currently preparing a book and timer kit for surgeons which will be distributed next year by the ASCRS/ASOA. This kit will help providers and clinics at every level of volume productivity to gain insights on how much farther they could go to see additional patients while still giving great care.  If you have insights in this critical area, please call or e-mail me. – JP] 

Momentum 

Very few faltering eye surgeons I’ve met through the years are failing on purpose. Nor are they unaware of what has to be done to succeed. Most even try—for awhile at least—to improve. The real, human difficulty is that it’s extremely hard to back up best intentions and early efforts to improve with enough daily discipline to get and stay successful. The surgeon-owner can be the first to get excited about practice development, drag his team along, and then be the first one to run out of gas in a few weeks or months. Few doctors with “just-average” practices innately possess any kind of durable developmental momentum—if they did they wouldn’t have an average practice, right?  The secret is to find the discipline to keep up the pressure to constantly improve. If it’s not inside of you, there’s nothing wrong with finding an external source of business fitness discipline, just as you may have used personal trainers for your physical fitness. 

The options for this external source of momentum are all around you. Your office manager or administrator. Your head tech. Your accountant. Tell these people about your measurable goals and task them with reminding you to stay in the game, pushing hard, every day…especially on those toughest days—the kinds of days I’m afraid we have ahead of us—when a year’s worth of cost-savings and hard incremental work will be swept away with a stroke the pen in Washington. 

Taken together, “DQM” can provide you with the security, the volume and the durable impetus to push through the almost certain changes coming in the next five years and beyond. 
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