 “Pinto’s Practice Development Doctrine… Five Easy Rules to Help You Stay Out of Trouble as You Grow” 

Author: John B. Pinto 

( J. Pinto & Associates, Inc.  All Rights Reserved.
In the winter of 1992, as the last Gulf War drew to a close, General Colin Powell published an article in Foreign Affairs Magazine setting forth the principles of what became known as a “when-to-go-to-war” doctrine. Powell set forth a series of relevant questions, including:  Is the political objective we seek to achieve important, clearly defined and understood? Have all other nonviolent policy means failed? Will military force achieve the objective? At what cost? Have the gains and risks been analyzed? How might the situation that we seek to alter, once it is altered by force, develop further and what might be the consequences? 

Out of these questions came a series of determinants, which came to be known as the “Powell Doctrine.” These have been often quoted by military planners over the past decade as the go / no-go trigger for proceeding with any offensive effort.

Having seen my share of ill-conceived ophthalmic battles over the past 25 years, I’ve been wondering lately if a similar, useful set of orienting questions and an equivalent doctrine could be derived to help eye surgeons decide when they should proceed strategically. 

First, borrowing from Powell, there are some orienting questions to ask.  Are the clinical and/or business objectives important? Realistically, the overwhelming majority of tactical decisions made by practices are driven by opportunity, not by plan. Doctors are more likely to acquire a competitor in a gleeful, impulsive pounce, than with any thought about the longer-term consequences. The feeding frenzy for new, untried technology on the showroom floor can lead to financial indigestion six months later when you learn your new toy has improved neither the quality of care nor the profitability of the practice. 

You must have the discipline to gauge the importance of any potential purchases or maneuvers in the context of common sense and your practice’s strategic plan. When you’re 58 and planning to retire at 62, you don’t usually start building an ASC without a very good plan of who’s going to buy it from you…although this might have been an excellent maneuver a decade ago. At the other end of the career spectrum, if at 38 years old your growing practice needs a nerve fiber analyzer, don’t clutch on the decision. Even if you haven’t paid your school loans, and feel debt adverse, needed, tested technology may be both clinically and commercially important enough to risk taking on another lease payment.  

Are the clinical and/or business objectives clearly defined and understood?  One of the first questions I ask new clients is, “What’s your clinical and surgical volume now, what’s your revenue now, and where would you like these numbers to go in the next 3 to 5 years?” I’ve long since stopped being surprised that very few surgeons have accurate answers off-the-cuff to any of these questions. What’s more, only a few exceptional administrators know the answers by rote, either. In stark contrast, could you imagine the director of a corporate division not knowing precisely what volume performance goals they were being made accountable for by their CEO? Hardly. Any more than you would expect a field commander to not know precisely what targets the Joint Chiefs had in mind. 

You should also ask, “Have alternative clinical or business tactics been considered?”  As one example only, consider the number of redundant excimer lasers languishing across the country now that Lasik case volumes have softened. If competitors in most markets had looked ahead and joined forces to develop cooperatively-owned laser centers, they wouldn’t be doing any more cases in today’s depressed Lasik market, but they would be sharing high fixed costs over a much wider user base.  

Here’s another common example. A barely over-worked solo ophthalmologist with a practice that has seen stable patient volumes for many years decides to bring on a partner to help with what he inaccurately considers to be a burdensome and ballooning workload. Without a concomitant ramp-up in patient recruitment, in an environment where more patients are indeed available, the two doctors will end up splitting what’s merely one surgeon’s full practice, and the senior doctor will get nothing but a pay cut. In cases like this, it may be better to assess the ability to expand volumes, and either bring in an optometrist or medical ophthalmologist as a lower-cost extender, or relinquish a subset of less-profitable patients, while shrinking overhead. Either tactic may better serve the senior doctor’s goal of taking the unacceptable fringe work pressure off , and increasing his profit per unit time.

It’s examples of such business disasters and success over the years that have led me to create a following five-point “Ophthalmic Development Doctrine.”  

One:  You must understand and prepare for the cash flow consequences of any proposed initiative before you act. If  such analysis indicates you may be treading financial water for awhile, you must assure in advance your access to any needed capital. Here’s a pertinent and common example. A two-surgeon practice hires a new subspecialist. There are immediate costs for marketing, equipment and generally setting up a new nest for the doctor. Then problems hit. There’s a clerical snafu and a holdup in securing a Medicare provider number. Credentialing for managed care contracts are slow in coming. In situations like this, especially in a low profit margin practice, carrying a new associate can make it hard to make payroll for the existing doctors.  The time to go to your banker to negotiate a bridge loan or line of credit is before you need the money. 

Two:  If you aim to make your business larger or more diverse, you must be prepared to manage the resulting complexities. Even small, simple, solo practices have lots of moving parts and squeaking wheels. This enterprise complexity grows logarithmically with scale. You and your management team should master your current practice first. In the case of a merger or acquisition, you hardly have any standing to run another doctor’s practice if you can’t yet master your own company.   

Three:  Every practice initiative should, within an acceptable timeframe, be accretive to the net earnings of every owner.  That’s just a fancy way of saying that your business decisions should made with the aim of eventually resulting in more profit per hour per owner doctor. Let’s take an example. In a five-surgeon practice, Dr. Smith’s pod is going to be built out with two more exam rooms at a cost of $75,000, charged evenly to the partnership. On the face of it, seems like Smith is getting a great deal and his partners are hosed, right? Wrong. If in the next year, Dr. Smith uses these rooms to produce another $300,000 in collections, both Smith and his partners will get a pay raise; Smith gets the money directly as a producer, of course, but he and his partners also get an indirect benefit by having more of their fixed overhead covered. Following this rule doesn’t promise that every doctor will get an equal benefit from every development decision, but that every doctor will be better off at the end of the day. 

Four:  When developing, you must align the incentives for all of the stakeholders in your practice.  Fair enough: as a surgeon-owner, it’s reasonable for you to ask first, “What’s in it for me?” But just after this you should also ask, “What do my partners get? What do my staff get?  What does the doctor whose practice I merge with get?”  If the incentives are markedly unbalanced, your plan may be destined to failure. 

Five:  Remember that healthcare is a local business. Don’t over-extend your supply lines to distant operations unless you have abundant capital and proven operational competence.  For most surgeons, staking out satellite operations more than 25 miles away without planting a homeroom doctor in the subject market is becoming a very diseconomic business model as fees continue to erode and practice costs continue to rise. Try to have the discipline to keep remembering that success should be measured in profit per surgeon-hour (including travel time), not cases per month. 

Follow these simple rules, and you’ll avoid the most common eye care business errors. That’s critical in the current soft market, when it’s become all the more difficult to recover from mistakes. 
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