
such as a nerve fiber analyzer.
While new technology might improve

patient care and enhance your reputa-
tion as the most high-tech practice on
the block, the expenditure may also
land you in hock. Before investing seri-
ous amounts of time and money, here
are four key questions to ask.

What’s the Plan? 
“Anything you add has to fit within your
business plan,” said Michael Parshall,
a consultant and principal at the Health
Care Group, a consultancy based in 
Plymouth Meeting, Pa. You need more
than a budget, he said. You should have
a plan of attack that tells you what
actions your practice should take to
achieve its strategic goals. This will be
especially useful when a number of
options arise at the same time. “If you
already have a plan, then it will elimi-
nate any options that divert you from
your strategic goals.”

To help you establish and fine-tune
your plan, your practice should per-
form a periodic coding analysis. By
keeping track of CPT and ICD-9 codes

and pulling together those that are most
frequently used, you can quantify the
conditions that you see and the treat-
ments that you provide. While a quar-
terly analysis would normally suffice,
Mr. Parshall suggests a monthly analysis
when you’re introducing a change to
your practice.

Where Are the Patients? 
Vendors may tell you that shifting demo-
graphics will guarantee you a rising
supply of patients for their technology.
But do those nationwide trends hold
true for your community? 

If demand for a new service doesn’t
already exist among your current
patient base, you will need to do 
some research.

Check your community’s demo-
graphics. Suppose, for instance, that
you are thinking of adding Botox ser-
vices, the people who are most likely 
to pay you for this service will lie within
a certain age and income range. How
many of those individuals are in your
community? One starting point is the
factfinder.census.gov1 Web site, where

you will find results of the last national
census.

Start a referral log. “If you don’t
know what you’re giving away, then it’s
harder to know whether you can sup-
port certain services and technology,”
said Mr. Parshall. When you refer one 
of your patients to another physician,
make a note of both the diagnosis and
the likely treatment.

Talk to referral sources. While your
referral log may give you an idea of your
minimum patient volume, the potential
volume may be much higher. “You need
to talk to your referral sources before
you can quantify what sort of volumes
are out there,” said Mr. Parshall. He gave
the example of a cataract/glaucoma
practice that performed 1,200 cataract
surgeries annually and was now consid-
ering adding retina. According to its
referral log, the practice was sending
out about 70 or 80 vitrectomies and
buckles each year. After the physicians
talked to their referral sources, they
learned that they would be able to 

W
ith costs rising and reimbursements declin-

ing, finding ways to boost practice revenues

can be a challenge. One option is to increase

your range of services by adding a new treat-

ment, such as Botox, or a new technology,
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Four Keys to Profitability When
Expanding Your Practice
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Each month, Practice Perfect will address
one of the AAOE’s seven key competen-
cies of practice management: Business
Operations, Coding & Reimbursement,
Compliance & Risk Management, Finan-
cial Management, Human Resources,
Information Technology and Professional
Growth. 
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double that volume (presuming, of
course, that they could count on the
support of those primary care physi-
cians and optometrists).

Will you lose referrals? How will
your adoption of a new service or tech-
nology affect important relationships?
Suppose, for instance, that you pur-
chase a nerve fiber analyzer. If your
referral sources already are using this
technology, they may start thinking of
you as a competitor and that, warned
Mr. Parshall, “could hurt relationships
in all aspects of your practice.”

What Are the Benefits? 
Before adding any new service, you will
need to perform a cost-benefit analysis
to make sure that your practice can
afford the expenditure. If you rely on
third parties to cover your costs, you
should check that those insurers and
Medicare carriers cover the service
you’re considering. You may deal with
40 or 50 different carriers during the
course of the year, but you won’t neces-
sarily have time to contact all of them.
“What you’re looking for is the big
numbers: the 20 percent of your payer
mix that’s giving you 90 percent of your
revenue,” said Mr. Parshall.

Having established that you can get
the referrals and that third parties will
cover the cost, you need to ask whether
this revenue stream will be sustainable.
For instance, if there is a question over
whether or not the service improves
patient care, “payers may eventually
decide to stop reimbursing you and
you’ll end up owning and paying for a
piece of equipment that you no longer
use,” warned Mr. Parshall. “The service
has got to make sense for the patients.”

What Are the Costs? 
Once you have estimated your patient
volume and payments, you can perform
a cost-benefit analysis to get an idea of
potential returns—but not all the costs
are immediately apparent.

An easily overlooked cost is person-
nel time, said Mr. Parshall. “The amount
of time that staff will spend on a partic-
ular service or technology is part of the
cost.” And the more accurate your esti-
mated costs are, the more reliable your

pro forma will be, he said. For instance,
rather than basing these costs on the
average staff salary, you should consider
which members of staff would be using
the machine.

The annual maintenance fee—which,
for high-technology equipment, can be
15 percent of the purchase price—is
another important part of the equation,
said Mr. Parshall. When negotiating this
arrangement, make sure that the con-
tract is very clear about what’s covered;
otherwise you may be hit by unexpect-
ed costs. “Don’t be put off by the fact
that they present you with a standard
contract,” he advised. “They are always
able to modify it.”

Colleagues in other practices can
warn you about other costs that you
might not have anticipated. “Societies
have established listservs that are excel-
lent forums for asking these sort of
questions,” said Mr. Parshall.2 By asking
about a particular vendor online, you
may find out about costs—usage fees,
for instance—that the vendor forgot 
to highlight.

Follow-Up 
Whenever you add a new technology
or service, you need to see whether the
reality lives up to your original expecta-
tions.

“If you fall below your numbers, you
need to see what sort of a beating you’re
taking,” said Mr. Parshall. “That way,
you can take steps to either cut losses 
or increase appropriate utilization.”

1  After going to factfinder.census.gov,

pulling income data for your Zip code

involves an eight-step process: (1) select

“Data Sets” from the left-hand column, (2)

for income, select “Summary File 3” and

“Quick Tables,” (3) from the “Geographic

Type” pull-down menu, select the 5-digit

Zip code option, (4) from the “Select a 3-

digit Zip” pull-down menu, select the first

three digits of your Zip code, (5) from the 

5-digit Zip pull-down menu, highlight the

appropriate Zip code, (6) select “Add,” (7)

select “Next” and select (8) Other demo-

graphic data are available in Summary Files 

1 and 2.

2  Members of the AAOE can visit www.

aao.org/aaoe for the E-Talk listserv.
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S t a f f i n g  S u c c e s s
One of the most demanding investments
that your practice must make—the time
and effort spent in hiring and training
competent staff—can also be one of
the most rewarding. The AAOE’s series
of Ophthalmic Executive’s Resource
Guides now includes four titles that 
will help you to choose, train and moti-
vate staff.

● By Interviewing to Hire Smart (Prod-
uct #012016) you can avoid expensive
hiring mistakes. Develop good inter-
viewing skills and make sure your hir-
ing decisions are both objective and
legal.
● By Helping New Employees Succeed
(#012021) you can get your new hire
off to a flying start. Mentor new hires
through their first critical months at
your practice.
● By Coaching for the Top Performance
(#012022) you can boost practice pro-
ductivity. Once you learn how to man-
age as a coach rather than a “doer,”
you can develop employee capability
and self-sufficiency.
● By Solving Performance Problems
(#012025) you can turn problem staff
into practice assets. Use corrective
intervention to address performance
issues as soon as they arise.

Each title costs $35 for Academy and
AAOE members ($50 nonmembers).

Buy these guides by phone, 415-
561-8540 (8 a.m. to 5 p.m. PST), or
online, www.aao.org/store.


