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INTRODUCTION TO EYE CARE ECONOMICS FOR OPTOMETRY STUDENTS
Preliminary Discussion — The Bottom Line

By A. Lee Scaief, 0.D., M.S.

University of California, Berkeley School of Optometry

Perceptions Surrounding Financial Success

When we discuss financial reimbursement for professional services, it can
become very easy to get lost in rhetoric and to lose sight of the goals behind
financial reimbursement in the marketplace. So, before we get too caught up in
the academic nature of the subject, let us not forget this is about money, making a
living, paying off debts, and providing for ourselves and our loved ones. Financial
reimbursement is about financial success and the word “Profit.”

The word “Profit” forms the basis of our discussion. Unfortunately, society
conveys mixed messages about “Profit.” The word is demonized by many, yet
revered quietly by the same group. When talked about in public, “Profit” too often
infers an element of greed. I am asking you for the sake of this discussion not to
view financial success and the concept of “Profit” in negative terms. Rather, view
this term positively; created froni a.mutually beneficial relationship between a
service provider and a consumer. This mutually beneficial relationship is what we
will refer to as true value in the marketplace ?
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The concept of true value in the marketplace can be put into a very simple _
equation. On one side of the éqdatlon you have the consumer without whom there
would be no reason to provide services thus, no reason for a provider. The
consumer has needs and wants and places value on them from both a personal and
a financial point of view. A service provider has a similar situation. If needs,
wants, and expectations are not balanced on both sides of this provider/consumer
relationship, someone will exit the equation resulting in a valueless environment —
one truly not conducive to business.

In the area of health care and specifically eye care, we refer to the
provider/consumer relationship as the doctor/patient relationship. Probably in the
early days of cash and carry marketplaces, the value-based paradigm was simple.
However, this paradigm becomes somewhat complicated because wherever.there
is a successful provider/consumer relationship, there are always other people
(third parties) trying to cash in on the benefits of the successful relationship. This
is the nature of entrepreneurial business and although it is not necessarily a bad
thing, it does require your attention so that you can manage somewhat complex
situations that could threaten your long-term success.

A good example of these possibly complex situations-is third parties )
encroachment upon the health care system. As pfeviously discussed, e have
gone from a health care system that thrived on the-delivery of excessive care to a
system that discourages care in an attempt to preserve the bottom line. However,
as the economic system evolves, patients are realizing that third parties erode the
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Preliminary Discussion

value of the doctor/patient relationship. As a result, patients are seeking other
environments that fit their needs.

This change in environment will bring significant opportunities into the business
world for doctors, patients, and third-party payers. To benefit from the
opportunities of this shifting' environment, you will‘have to take control of your
own destiny. This will involve fueling your intellect and understanding of the
marketplace and will‘allow you to protect yourself and your patients from those
who would like to raid the marketplace with unbalanced value systems and
inappropriate profit motives: It will réquire you as profess1onals to work together
with your colleagues to develop appmprlate eye care env1ronments that patients
percewe as valuable and benefi 01'1] : «

Personal and Professional Declswns Consistéent with Long-term
Success

To achieve the balanced perspective that is commonly associated with long-term
success, you must engage in some personal decision making. Basically, you have
to answer three questions: 1) How important is money to you? 2) How important
is your professional image and success to you? 3) How important.is your personal
life? Let’s look at these one at a time.

A.  Money

How important is money to you? Will the idea of making money totally
consume you or do you think you can live without it? You must ask
yourself these questions because the pursuit of financial success can
consume you and play havoc with your professional standing and your
personal life. The best advice I have at this stage is the following; those
who think money is everything will have a rude awakening, and those who
think money means nothing will be very disappointed. Everyone has to
achieve a balance, finding ‘this balance is another story.

-B. Your Professional Image

How important is your professional image and success to you? Do you
view them as only a means to an end or does your profession fuel your
soul and enrich your life? These questions directly relate to the difference
between “tech vs. doc” mentalities.

Many doctors will practice their profession like a “tech” just for the sake

..of making money so that they can do other things they deem more .
important. Others with the “doc” mentality practice optometry because the
profession excites them and the interpersonal relationships with their
patients are professionally rewarding, The industry accommodates both
kinds of people. However, over a person’s life the “doc” option seems
much more sustainable. ‘
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Cs Your Personal Life.

How important 18 your personal life? You should consider three main parts
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At some point in time everyone realizes the underlying
philosophies that make them tick. The religious call this their
spiritual base. The non-religious call this their philosophical base.
Many people enter adulthood with little understanding of their
guiding principles and left unattended, the lack of such
understanding can be disastrous and leave people very vulnerable.

5401 recommend you search for. your guiding principles and nurture::

- them. Remember, as you grow older your need for gmdlqg

principles will grow larger and when the chips are down, you w111
need them more than ever.

2 Family

How important is your family to you? For this particular
component of your personal life I am excluding spouses and
concentrating specifically on your children, parents, and extended
family. Raising children and meeting the emotional needs of
extended family can be very difficult. They require thought and
time and if not attended to they can destroy your professional and
personal life. Remember, when you are emotionally distressed,
your patients know it.

' 3. ' Spousa! Relationship

A long term Spousal relatlonshlp requires a great deal of
commitment. In many ways, it is the most important relationship
you will have in life. Problems with this relationship will destroy
everything already discussed. Do not take this relationship lightly
or make too many false assumptions. Remember, personal
relationships require nurturing. They will cease to exist if left
unattended.

b

Special Note:
Every one of these decisions will require time as well as emotional effort. Just as they can
complemeént ‘each other, they can also contradict each other. You need to have balance
between the relationships without letting any one of them consume you. Your personal
values will 'often guide your professional‘decisions Understand that the opposite can also
be true and for that reason our next discussion deals with the economtc fcrl ces behmd the
optometric profession. B
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INTRODUCTION TO EYE CARE ECONOMICS FOR OPTOMETRY STUDENTS -
Part | — A Historical Perspective

By A. Lee Scaief, O.D; M8/ i+ -

University of Galsfomla Berkeley School of Optometry
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Historical Perspective

Introduction

A number of factors drive the economics of every profession and business enterprise. Some of
these factors can be controlled, others cannot. Understanding these factors; especially from a
historical perspective, can help you see trends and make appropriate decisions for long- and
short-term success, irrespective of your mode of practice.
) LT B SR Lo

The present state of health care, optometry included, has been an evolutionary process and
everyone has contributed to the present circumstances. Everyone has made errors in judgment —
the government, employers, lawyers, insurance companies, patients, and doctors. As a result, the
cost of medical care has become too high and our time of reckoning is now. Health care is going
through economic upheaval — being analyzed from a strictly financial point of view — making the
changing health care system a painful process for everyone. In addition, optometrists’ incomes
have decreased drastically in the last 25 years. Our next discussion will explain why
optometrists’ incomes have decreased and should also provide insight into our financial future.

vEn iy b T A NS E
This first section involves the historical perspective behind the factors and resultant concepts that
allow us to understand this subject from a comprehensive perspective. ... .. ~

Historical Perspective et RTRORE JRTap
A. .. Optometric Niche . . Y SR
Optometry’s success has been derived from a special niche that it has secured within the

three (O’s). The following diagram illustrates this:niche: .
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. Optical Industry .. B
Lenses, Frames Equipment, Manufacturers

O‘M‘D‘ 0.D. Optician
Optical Lab

Patient

The top level, Optical Industry, consists of lens manyfacturers, equipment manufacturers,
and frame manufacturers. Underneath lies the first O,:O. M D, the abbreviation for
Ophthalmologist. The second O stands for O.D. Optometrlst The third O stands for the
Optician. Traditionally, the three O’s delivered eye care to. patients. Hlstoncally, the
O.M.D. supplied medical services, the Opthlan supplled optlcal services, and the O.D.,
the middle, supplied comprehensive vision care, combining knowledge of the visual
system (physiological opugs) with the ability to prescribe lenses to better, serve the
individual needs of the patlen s. Note that the professional optlca] laboratory lies between
the O.D., the Optician, and thc? patient and was originally the source of extremely high-
quality optical materials.
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B. Professionalization AU B AN

After World War II (19 ) optometry began to professionalize and the field increased its
range of services, in those days called “scope”, to deal more with total eye care. This
included the detection of eye disease and servicing the visual needs of the patient.
Professionalization occurred when the optometrist went from charging only for
ophthalmic materials to also charging for eye exams. You must remember that this was
an extremely difficult step for optometrists to take at that time, Unlike the medical
profession, optometrists had to pay close attention to the prices the marketplace would

_support., This mentality carried over to today and has kept optometric services at bargain
prices.

At the same time that optometry was professionalizing, the rest of the eye care industry
began to evolve. Better ophthalmic equipment was being designed. Frame manufacturers
realized the financial potential of style, as well as function, in frame design. Lens
manufacturers decided that using plastic instead of glass could make them more money.
As a result of these changes, costs of doing business began to rise, not only for goods, but
also for labor,

.The 60's evolved into the “heydays” ' for optometry, when 30-40% of what a practice
grossed was taken home by the doctor. This began happening at the same time grocery
businesses began transforming from “Mom and Pop” operations to large stores that
operated on volume. The grocery business had gone from a.25%; -profit margin down to
10%, then 5%, and then 4% as volumes increased. So, optometry, by the mid-60's, had
... become quite attractive financially. T
Unfortunately, competttton set in, costs kept rising, overhead began to rise, and
profitability began to slide. As with any business, people attempt cut costs to maintain
profitability. In the eye care business, the first cost-cutting attempt happened within the
optical industry. A young entrepreneur set up optical laboratories along the Texas border
with Mexico. He obtained very cheap lenses and frames from the Pacific Rim for
extremely cheap labor. He reproduced items that looked very close to the high-quality,
high-cost American products that dominated the market at that time. California
optometrists, as well as those in the rest of the country, began to order their lab work
~ through these discount laboratories in Texas, bypassing their professional optical
laboratories. The doctors substantially cut their lab bills and keep up their profitability.

~This scenario led to an mterestlnsa maneuver by the Texas laboratory influence and
~_represented the next major phase of optometric evo lution — the recommercialization of
- eye care. I will call this next evolutionary phase the era of “Deprofessionalization.”

C. Deprofessionalization

;18 Recommercialization of Eye Care

The Texas commercial laboratories decided that it would be wise to move
throughout the rest of the country, open local commercial entities to sell the
glasses they produced in Texas for out-of-state doctors, and compete with local
vendors. They could charge 50% less on the dollar, undercut local optometrists,
and still make a handsome profit. This started the first really low cost eye care

s
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throughout the country that later reached California. California was somewhat
protected because it had laws against commercial practice where other areas of
the country did not. This recommercialization, however, brought a lot of attention
to the optical industry as a potentially profitable business. At that time large
corporations within this country began to look at the optical business and set up
specific organizations to compete with independent optometrists.

2? Corporate Raiders ' " ?(D
~ The "corporatization" of optometry produced competition ?‘(/{{ e private sector by

creating facilities managed by corporate entities. An example-of these facilities
would be Pearle Vision Centers, which originated a@ a b:;—out b&( Searle
Pharmaceuticals. Pearle wanted to control economic factors. They set up
independent optical shops, incorporating their cut-rate laboratory work and
controlling their optometrists and the optometrists’ prescribing patterns.
Eventually, they wanted t0 include ophthalmological care to create a single unit
“One Stop Shopping Center.” Cole National and Lenscrafters also fall into this
category. This corporate structure really began in the late 60's and early 70's and
only recently reached its full growth. Another example of companies controlling
economic factors is Cole National’s attempted financial relationship with the
American Academy of Op_hthalmology. P ey )

i) ; ?Thnrd Party Influences Managed Care Qropp Dlrected Plans
leferent types of corporate entities ihfluenced’ and (fon'tlnije’fo influence the eye
care field from the 70's to the present. These corporations’ activities took the
concept of comrolhng economic factors to new heights. We know it as the phrase

“managed care.” Managed care focuses on taking the care of patients out of the
" hands of the pat:ent/ddctor re]atmnsh;p and into the hands of a 'third party. These
{.\.:-Lﬁ‘;&" third-party corporanons or institutions, arrange eye services to certain patient
populations by SIgmng up any doctor Who wishes to provide care under the plan
‘Dv/\ guidelines, or they may pre-select a limited number of providers. In any case,
these are called prowder “group-directed plans.” Many of theése ¢orporations were
'msmance companies originally involved in the medical field that later decided to
offer vision care as an option. The most common example of this is Kaiser,
although many other examples exist in the marketplace.

An optometric response to these outside corporate influences was to form a
corporate entity called VSP, or Vision Service Plan, a corporate ‘structure that
allows independent optometry to compete in the managed care marketplace.

I will discuss the specific roles of these corporate entities and institutions, such as
the government, below. However, you must remember that competition among
these entities in Vying for employer contracts has led to a downward spiral of

. reimbursement rates in the eye care field, taking private sector net incomes from

~ 40% of gross to as low as 10% of gross, 1 will discuss the more specific financial
consequences of this in Part II of the Eye Care Economics series.
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Socialization of Eye Care

The term. "socialization" comes from governmental influence in the
marketplace. In the late 50's and early 60's, the government
decided it could afford to offer eye care to its indigent population.
The deal went like this. They went to an independent optometrist
and said, “If you'will provide optical care to these people, we will
pay you 90% of your normal and customary fees for an eye exam,

-and slightly less expensive materials (reduced fee-for-services).”
The optometrists who did not have full patient schedules decided

to take the government up on this offer. The government used a
rather classic line, “Hey, you doctors aren't busy enough and we
can get more people into your office.”

But with time, reimbursement rates dropped dramatically. It

‘became obvious that the’doctor had to see more patients to make
up for lost révenue from decreased reimbursement. Unfortunately,

with higher volumes of péople, doctors needed more staff, more

: « space; and: thore equipment. Eventually doctors saw twice as many
¢ people for the samé amount of money. Frustration followed. All
-thirdcparty groups including those formed by independent

‘10 optometry would later'play this game, which I discuss below.

VVSP (Vision Service Plan) and VSP-like Programs

« >+ V'SP (Vision:Service Plan), a California-based corporation was
+ .+ +formed:by optometrists, for optometrists, to enable them to

competé in'the managed care marketplace. VSP has been very

- successful with the idea: of group-directed plans. VSP went out into

the marketplace:and sold vision care to unions and employee
groups all overthe state.and the country. Other than Medi-Cal,

. VSP:was optometry’s first reduced fee-for-service group-directed

plan. Over time, VSP’s rediiced fee-for-service has, in fact, kept
California optometric reimbursement fees higher than the rest of
the country for reasons that' I will discuss later. The problem,
however, is'that. due to VSP’s success, others have entered into the

“ marketplace trying toundercut VSP, causing a downward spiral in

reimbursement rates.

Two economic forces are working simultaneously: the initial
reduced reimbursement rate and the carving up of the marketplace
with different reimbursement rates for different sectors, which can
play havoc on a private sector practice. Table 4 in part II of this
document on eye care economics illustrates what happens when
demographics change rapidly within a community as a result of
group-directed plans. Table 4 shows that if you accept the

reimbursement rates of a particular plan, after a certain point you

will be.asked to provide care for nothing and, in fact, at a detriment
to the practice. Many third-party plans have gone under and taken
doctors with it, based on these principles.

W



el Medical Insurance Programs/HMO's

Medical insurance plans, up until the last six or seven years, had
not considered vision care a medical benefit and thus did not cover *
such services. They did, however, offer ophthalmological services

it Hilr 1 : . for eye disease and excluded optometry from their panels. With
~ e, . it-u Medicare accepting optometrists in the late 80's as eye care
it .. providers, theoretically on.equal par with ophthalmologists, more

o e S . -+ (insurance companies began to recognize optometric services in the
Sibvat e s o g0 vareaiof oeular disease:, ol
PhghE el ey B ) Sy
..t . Visioniplans-have only become attractive recently with the huge
-7 influx of HMO’s;and employees’ requests to provide vision
coverage as part of medical plans. Medical insurance groups have
Aittle.understanding of vision care. They often will not include
: :Q.D.’s;ion their panels-because they deal only with
! - ' . ..ophthalmologists. Even worse, their reimbursement schedules are
t | .| below thecost. of.doing business. HMO’s do the same thing, but
T ;o -+are:now beginning to contract with VSP and other VSP-like
bt om0 o jo0rganizations toicarve-out vision care at a substantial reduced fee-
ceqmban o0 for-service: This has.driven: down optometric reimbursement rates
© s ae oieven further: Recently, the situation began to turn around because
patients complained of reduced levels of care provided in low
cneswo el “h 1 s rejmbursement plans:y i d

‘Health insurance: organizations have taken fee reimbursement to a
. very, creative level. Iristead of paying a doctor for the services that
; : ; he or she iprovides, they, pay.the doctor a certain amount of money
oo S0 da - smecnes perspatient‘per month to-take care of a whole population of
yyeeieny by pams ~+  «patients, regardless-of:what services the doctor renders. This is
censedin 00 e b called “capitation” ‘andjis prevalent in HMO’s throughout the
frasgneh v 0 omedical community and for ophthalmological eye health care.
©ome ot owo oo - Thank goodness:ithas not. been prevalent in vision care plans.
o pE B el iR Ao Hakd 2 Ny e sy e hln 3
O Ra  SY AT RO ITE - % Essentially, we have moved: from a fee-for-service system in the
1 health care community that encouraged over utilization to a health
+ care system where doctors are paid to under utilize, or {ation, care
to make a:profit. Notsurprisingly, care levels have dropped so
drastically that finally patients are complaining. Hopefully there
w0 o oowill be a turnaround and:ahappy medium achieved.

150

« D. - "Optometry’s Maneuvers to Meet the Challenge

-~ Whenwe:look at the:strategies that optometry has used to meet the challenges of change
. «in economic climates and the forces behind that change, we must separate California
.. from the rest of the country. Remember that during the professionalization phase,

.1+« California put together laws to prevent negative corporate influences and the
commercialization of private practice. Thus, all the forces that have caused
reimbursement rates to spiral down took effect in the rest of the country before
Califorma.

Historical Perspective 6



Historical Perspective

Out-of-State Strategies

.
Outside th state of California, the first portion of opto metric fees that came under
attack w{i’or the eye exam. Eye exams traditionally done at $75.00 dropped as
Jow as $15.00-$20.00. In those states where exam fees fell lowest, the
underwriters of eye care allowed optometrists.to have mormal and customary fees
for glasses. Thus, material cost fees stood high and exam fees very low, but the
average of the two remained equal to California, which:L:will discuss later. As
competition began on.material fees, doctors had to-find another area to shift cost
toward in order to stay viable.:This:shift in cost probably drove the entire
transition to ocular therapeutics. Optometrists who were in fact trained to take
care of a large portion of ocular disease:became:licens&d-to do so: They could
then shift cost into the medical field that had very high reimbursement fees in the
early years of optometric medical.eye car¢. Currently, reimbursement fees for
: medical procedures have also plummeted leavmg very few avenues out for
proﬁtabllrty Sy v ik by BT 0T e
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A very: 1mportant pomt to mentron 18 that with such pressures on, reduced

-Teimbursement, care would eventually suffer. In most. places in.the United States

an eye.exam takes approximately:15 minutes, similar to the amount of time

L needed to care for. an.eye disease case; and both are considered “patient visits.” A

| ;,classw example would be that a doctor: domg prrmary eye care inithe “old days

xpatientvisits.ék, T

‘California Strategies

Anti-commercial laws protected Callforma, but eventyally legislative maneuvers
through HMOs circumvented those laws and therefore allowed. California to
become a large HMO State. Eventually, all the f0r0e§ that first attacked the rest of
the country reached California with some limitations.

VSP is probably responsible for keebihg optometzry éﬂoat in California. VSP paid
the doctors high exam fees for his or her services, but reduced fee-for-service in
the optical area. Unfortunately, the success of VSP and the long—term strategies to
keep corporate optometry from the state, a]jowed optometrrsts to acquire a false
sense of security. Now that all these forces have come to California, doctors
worry about what is happening to their reimbursement rates.

In addition, VSP has always encouraged the use of quality independent
optometric laboratories that have high quality. productlon and labor costs. In the
rest of the country, doctors moved to doing their own in-house laboratory work to
cut costs. Prior to the VSP Regional Network Plan, California was not allowed to
have in- house ]aboratones However .you have to remember that many practices
in California are 75% standard VSP, which means that al} your lab work must go
to either the VSP laboratory or a VSP- quahf' ied lab and cannot be done in-house.
If reimbursement rates continue to plummet, in-house laboratories will be
mandatory in order to survive.



3. Consolidation

When looking at these strategies to maintain viability within the marketplace, we
see increased volumes of patients and decreasing lab bills. A third strategy has to
be consolidation. Eventually, it will be very difficult for one doctor to survive as
an-entity. Overhead will eventually prevent him or her from competing. Shared
overhead and partnership have to be reconsidered as‘an avenue of survival within

- the'present health care marketplace. Many pitfalls and misconceptions exist

: regardrng these different avenues of consolidation. You must take a great deal of
time to study them to understand which is the best for you

il g ; 3¢

E. How the Medical Professnon has Fared through the Process
- LOTD
~+4 7 You have to remember that medicine, up until dbout 5 10 7 years ago, remained basically
-unaffected by forces'iti the marketplace. The more procédures’medical professionals did,
the more money they made, and when they felt that their services were worth more
money, they raised their fees. Insurance companies would pay them their customary fees
“and pass the cost'to the consumer. Unfortunately, the system ran out of money and the
v« insurance companies took it out'on the doctor first, the hospital second, and the patient
+ 10 rthird: Doctors worked harder and loriger hours for 50% less income than they had made
tr weijust 7 years prior. Hospitals struggled-and huge: hospital corporations took over the
«'marketplace. Doctors became employees of large corporations, both in staff models
»where:all physicians‘were housed in one unit, and in non-staff models where independent
“medical igroups contracted:services: In ophthalmology, incomes have dropped 50% in
many cases. Ophthalmologists are being encouraged to‘practice optometry in order to
make ends meet and for this reason we are seein g more ophthalmologlsts in groups with
their own dispensaries. e

In some'ways, managed care has improved optometric relationships with medicine.
Optometrists are relied on more of the time to provide services previously rendered only
" by their ophthalmological colleagues who have priced themselves out of the market.

_F. Your Options in this Economic Environment
® o LI L T EAURSRER &) 73 XIS K o s t g1 e 2

‘The evolution of eye care has led to a very interesting business environment. You must
use your knowledge and review what some of your options are Upon graduation. Below
you will' find a summary list of those options.

1. The Private O.D. Sector

~ The private practicing O.D., whether as individuals or in groups still make up
~ over 50% of the patient care environments that exist. Just like in all other
“industries, some professional and some not so professional opportunities exist.
e TlllS seetor of eye care has gone reianvely untapped by young graduates and most

s

undérstand tl’]]S sector, thus mcreasmg your options and opportunities.
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2. Corporate Sector

This sector can be divided into two sections: the thoroughly commercial sector
such as Frame and Lens, and the semi-professional sector such as Pearle and
Lenscrafters. Remember, in this environment you are an employee that has to
meet the demands of the corporate structure within a specified patient-care
environment. R LITR 'L

3. Ophthalmological Employment’

Working for ophthalmology as an optometrist offers you a number of
opportunities: - :

a. Solo Practice

Solo ophthalmologists still exist and increasing numbers of them realize
that optometric skills are very valuable, especially since more of them deal
with optical products. :

b. Group Practicé

Many ophthalmologists group together into small or very large facilities

_and find optometric skills valuable. I like to call many of these
environments, “the high rise environment,” with an ophthalmologist’s
office on the first floor, an optometrist’s office on the second floor, a
surgery center on the third floor, and an optical dispensary on the fourth
floor.

4. Hospital-based Environments

Some hospital-based environments will employ ophthalmologists and
optometrists to provide eye care. However, in this environment you have to
follow institutional guidelines. This sector also includes both ophthalmology and
optometry.

5. Govemment Opportunities

Even though the government outsources Medicare and Medicaid eye care to the
above-mentioned eye care environments, it also finances its own institutions
through schools and government hospitals, such as the Veteran Administration
Hospitals and Military Interdisciplinary Centers. Indian Health Services and
Military base clinics may also be included.

Special Note: | stress the importance of understanding that each of the above environments vary
drastically in several areas. First, they are funded very differently and unfortunately, economic pressures
may dictate not only the quantity of eye care that doctors provide but also the quality. Also, each setting
plays to a different audience and it is very important that you get some kind of feeling for how the
audiences differ in each setting. Ultimately, you want to find that audience or patient base where they
appreciate the care that you give, and you enjoy caring for their visual needs under the guidelines of a

Historical Perspective 9



specific setting. At this point our discussions of the decisions that you have to make professionally and
personally become 1mportant and ultimately influence what short- and long term employment you

desll‘ﬁf g = % ol el e ,ve“ S T S B R AN G thdm o [T SN
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T have provlded a great deal of mformatlon in th1s brief mtrqduenon to eye care
economics. If nothing else, it points out that the days of being well paid simply because
you have a degree are gone. You can no. longer acquire high income, with little or no
business knowledge. Everyone must be a student of business in order to have long-term
- employment potential, Everyone:myst. understand what drives.the acquisition of an eye
care dollar and to recognize a good economic situations::«ijt:.c. -
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INTRODUCTION TO EYE CARE ECONOMICS FOR OPTOMETRY STUDENTS
Part Il — The Nuts and Bolts of Optometric Practice Economics

By Dr. A. Lee Scaief, O.D., M.S. . I
Umversrty of California, Berkeley School. Qf Optometry
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L Optometric Practice Fundamentals

In our introductory comments on eye care economics we discussed that if the professionalization
of optometry and the economic gains made in the late 60's and early 70's held true today,
incomes for optometrists would be upwards of $185,000 per year in equivalent dollars. This
erosion of income occurred in many places in society, although some were hit harder than others.
In many ways, we have returned to a more realistic economic environment. Table 1, entitled
Optometric Practice Fundamentals, illustrates what has happened to the “$100,000 practice of
the 70's” and the demographics of such a practice today. The terms down the left-hand side of
the table and defined below are important and deserve special attention for future reference.

Gross: Total economic production of the practice

Lab: Total laboratory expenses for materials provided to the patlent

Overhead: Operating expenses of the practice

Net: Doctor's income

Patients/day: Number of patients seen per day (# of exam umts/day)

Number of days/week: Number of days worked.in a week

# of Weceks: Number of weeks worked in a year

# of Doctors: Number of doctors working in the practice .. i

# of Staff: Personnel other than the doctor

Office: Square footage of the office WDRE Dr e el E ISt

# of Exam Rooms: Number of examination rooms

Total Patients: Total number of patient exains, eithér riew ‘or returning, seen in one ‘year
Percent Private: Percent of total patients who are private paying patients

Percent Vision Service Plan (VSP): Percent of total patients who use VSP'

Percent Medicare: Percent of total patients who use Medicare ‘

Percent of other insurance seen: Percent of total patients who use otherjéécepted third-
party plans A

Rx rate: How many of the total number of patients receive prescription eye wear
Time/Exam: Amount of time taken to do a general eye exam .

Gross per patient: Gross revenues per patient (this is an average that 1ncludes the Rx rate)
For example, if everyone got an exam and glasses, the gross per patient could be quite high,
but because only 75% of the patients were prescribed, the gross per patient goes down.
Gross Margin (net per patient): The total amount charged to the patient minus the lab
expense — pays for overhead and doctor's income

.«Income per patient for doc: The net value to the doctor for each, patlent after deducting lab
and overhead expenses o

e Overhead per patient: Total overhead divided by the number of patlents

Gross Margin/30 minutes: Money produced free.of lab bill for: every 30 minutes of office

time

Gross Margin/15 minutes: Money produced free of lab bill for every 15 minutes of office

time

e Income per day: Doctor income per day

Overhead (OH) per day: Total overhead for the practice per day

7
.
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A Table 1 Description

Three columns appear in Table 1: 1971, Projected, and Reality. The first column
represents a 1971 practice at full capacity. The second column projects numbers for
today's equivalent practice. The third column represents the “real:numbers” for today's
practice to show what kinds of changes have taken place. Compare the demographics in
Column 2 and 3. Parentheses on the table denote spécial changes in patients per day, total
‘patients seen, and the-amount of time for an exam.: The “Reality” column, or column 3,

.+ . shows specific items that we should pay particular attention to:

TR 1. Percentiles of the practice — gross; net, overhead ::, (1
2. Theincrease in number of examirooms (an increasing number of?patlents required an
increase in the number of exam rooms)
3. Private pay schedules versus third-party influenced pay:schedules: s .. @ :
4. The percentage change in the practice statistics at the bottom of the column gross

Co . margins per unit:time;-income;-and averhead perday:.. . .. :

. . s L . 3 H S v gk x%}“»j AETERIELTS Ll R T GRS S AN {

B3 e ?We especially need to con51der “Exam Time.? : Note that the amount 'of time:spent on an
eye exam was cut in half because doctors saw twice the;number of patients 25.years later
than they saw in the 70's. That number over the last 5-7 years has grown by 30%. Please
alse note that if doctors become more efficient; young doctors have fewer patients to see.

A The increase in doctor efficienciés diluted the tremendous increase inpatients expected in
the 70s. T

p N N PR L S o W N Aiw e wm T3 WY
ea DR B g T boe v bT B Bl o P304 5

B.. .. Gross per Patlent s smoaledtne 0 et [t 3 g

In the “Reahty” column the gross per patlent 1S $185 18 a number somewhat weakened
by third-party reimbursement rates, a subject we will discusses later when wediscuss
varying reimbursements. Remember that the gross value per patient includes the total

v < o amount,of money generated per patient including the, Rx: factor: (for a populatron of

T IR R patlents) Wity v fas ATOwas sty il D e e B e

C. Gross Margln per Patlent
;g‘:ﬂ“,;ﬂ PR s :%5? 1,.,&‘&! i "' 7";"’7"
s The number $138.88 corresponds to the grossmargin per patlent mtthe “Reality” column
and represents the total amount of money left to distribute to the practice after subtracting
any lab bills. The director of the practlce determmes the dispersal of that money.

o 5 3 Y -»* SRNN m,;,,,,(

<The next two numbers ($41 66 and $97 22) mdlcate the income to the doctor per patient

- and the.overhead of the practice per patient respectively: Pay attention tothe fact that for
every half-hour the practice has.to generate at least $97.22 to cover all expenses, not
including the doctor's salary. So, when a patient misses their appomtment the: doctor
must tap into his or her income to pay for that $97.22. - RIRY.

D. Gross Margin/30 Minutes; Gross Margin/15.Minutes.
The gross margins for both time periods illustrate how much money is being generated
during an eye exam and how much money needs to be generated if a patient comes in for

an emergency, removal of a foreign entity, flashes and floaters, or red eye rather than an
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eye exam. This gives you an idea of how much reimbursement must be generated for eye
health-related emergencies to equal what you would generally make through normal eye
exams, otherwxse know as the optlca] equ1valency factor

55 Income per Day and Overhead per Day : § ) R A

Imagme you take: oﬁ“ one day of work ‘as.a young associate, not on]y do you lose $416.60
of income;, but the senior doctor has to reach into his or her pocket forthe approximately
$1,000 necessary to/cover the practice overhead:on that particularday. These numbers
provide insight into why doctors neglect taking vacations. This figure becomes very
important when you, as an-associate; practice on a day when'the senior doctor takes off —

Y. someone:still needs to cover the overhead Who? The answer, -you:" !
z TRV RS B
. Patient V|S|tl®pt|cal Equwalency Factor ’ TR R
vergatho oy e g TN ol e T3 S0 5 SR ok T oy Ah s b G MTE ]
Table 2 shows how to calculate. the gross margin for any-unit: of time in'an ofﬁce More
specifically, how much money do you generate after removing the optical component? If you see
.« rapatient Who does not: requ1re optlcal ‘care; you have some way to: compare the fee structures per
umt time: Notice: the sequence= i Fyen Sl el Beasn L Ao 10y
I i R st gt P e i s
Stepi 1+ The gross minus! the lab b1]l per year equals the Bross margm (GM) per'year
-+ +.tep:21'The gross margin:peryear divided by the:number of patients: exammed zper year will
give you the gross margin per patient 3k
Step 3: Divide the gross margin per patient over the amount of time that it takes to examine an
average patient, either 1 hour, a half-hour, or 15 minutes, whichever you deem’
appropriate — a patient visit is usually con51dered 15 minutes

o 71 » LA ds Al e Y
w3 5 b it AR

s bl et o

Table 2 prov1des two fexamples for you ot e

g t:zxn‘?gi@.i;},f; Dot L3 . 2 54 TR I
» Example 11 A $3OO OOO pract1ce w1th a gross' margin of’ $225 000, wheré’ilSOO 'patients are seen
per year, and a patient is seen every hour. The gross margin per unit time'is°$150.00 per hour or
$37.50 per 15 minutes.

Teiapl \u

tzg w7 verTa e
1 = ;"‘\,3xu PR E RS A q

it

Examp]e 2: A $600,000 practice with a gross margin of $450,000, where 3,000 patlents are seen

. per'year, and-a patient is seen every half-hour. The gress margin per umt tlme is $150.00 per 30

minutes or $75 00 for 15 minutes. ¢ pe e et ad) SIEREA
Which practlce would want therapeutlcs if the average therapeutlc reimbursement rate for large
numbers of ocular health problems:seen by optometrists was $50:00 for every'15 minutes of

+ diagnostic and treatment time? Clearly the first practice would choose to have optical

i therapeutic"‘st High volume optical practices, which have an‘endless supply of optical patients, do
~mot:want to be bothered with therapeutics: Howéver, when the opt1cal pool begms to dry up,
these practices 1mmed1ate1y shift to therapeutics. v

Table 3 lists some important questions that you should consider regarding what we have
discussed.
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18 Changing Economic Reimbursement Demographics

Table 4 shows the effects of changing financial demographics on individual income and the need
for increasing patient volume to cover this income loss. Five different patient populations span
¢ across the top of the table. Each population has 4 patient subsets with 500 patients each. You can
see these populations mathematically by looking to the right of Section I: It shows-500 patients
“in each:subset for a total of 2,000 patients. As you move across the populations, column 1 in
. each population represents the gross'generated by each subset in thousands. The second column
represents the gross per patient. So, in population 1, each subset produces $100,000 worth of
gross and the patlent average equals $200 00 per patlent

i
wf ;

Notlce the change in’1of the subsets in popu]atron 2 from a standard fee toa reduced fee. This
subset représents a 30% decrease in reimbursement leading to $70,000 worth of gross revenues
‘and '$140.00 per patient.’' Note that: population 3 has?2 subsets at 'standard fees and 2 subsets at
- .thereduced:fee. Population 4-has 3 of the subsets now at the reduced fee of $140.00 per patient,
"and population'5 has only 1 subset-at the standard:fee, 2 subsets at a reduced fee of $140.00, and
1 subset at $98.00 per patient, which represents ‘another 30% decrease in reimbursement.

Section II . shews you how the practices that serve each of these populations break down. (All
‘numbers in Section IT are in thousands). Line 1 shows the gross of the différent practice
i, populations; $400,000, $370,000, $340,000, $310,000, and-$289,000 respectively. The second
 line represénts:the lab bills, which are 25% of the ‘gross value in each population. The third line
oats, o frepresents;overhead(OH), which remains constant for our populations because facility and staff
- remain constant. Line 4 represents the decreasing net income of a doctor whose practice
« transforms from population 1 to population 5 over time. In other words, in an 'environment
' ravaged by managed care and reduced fee-for-service plans, you can'go froma $100,000 income
to a $16,750 income over:a period of 5 years. The question becomes; “What can you do about
it?”

Section III illustrates on Line 1 the decrease in net for the doctor at each population level, again
in thousands. Lines 2, 3, and 4 indicate the gross per patient and corresponding gross margins

. per patient provided by each patient'in each-of the subset types. With this kind ofinformation,
you can calculate how many more patients out of Subset type 1 or Subset type 2 (SSl ssz) you
need to see to make up income losses. AT

Section IV 1nd1cates the patlent statlstlcal increases from SS1 that you would need to match the
net loss. There are several statlstlcal categorles.

3 The total number of patlents necessary to match income - AR
2. The percent increase of patients in that population needed to match incomeé
3. The resultant increase in patients per day
4. The percent increase in patients per day, which is an overall view that shows a need for higher
product1v1ty a

In the ]ast column in Section IV, note that you ' would have to increase your patient'load by .71
patients-a day in population 2 with SS1 type patients to make up for lost revenue. When you get
to'population 4, you have to increase your patient load 2.25 patients a day (20%). By the time
you get to population 5, you have to see 2.9 patients a day at a 29% increase with SS1 type
patients. The problem is getting extra private patients (SS1). These kinds of increases in patient
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V.

volumes from SS1 would be. very difficult. Section V offers a more likely scenario.

In another case, let's say SS1 were private pay patients, SS2 were VSP, and SS3 were
Government payment patients. Section V.:shows how many patients you would need out of the
SS2 (reduced fee-for-service patients) to.make up income. Note that across the table for Section

'V,.you have to increase your patient volumes from. SS2 by 40%:to cover for lost income. This
. Increases the total patient per day production significantly. The last box in Sections V illustrates

what happens when SS3 reduced fee-for-service patients have to make up: for all the lost income
in population 5. You.can see that there would: have- to be ‘ai56% increase in total patient load to
restore revenues. - : o U aplan i oy i i } =

In all of these numbers, Section V reveals the bottom line. If doctors take on 25% of their
practices at a 30% reduced fee-for-service rate; they. must increase: the volume ‘of their practices

. from,7-10% to compensate.. If they aceept 50% of their: practi’ces" in that reduced fee-for-service
. category, they must increase their volumes by.15-20%. If,/in‘the end, they have to/finally accept

75% ofitheir practices in reduced fee-for-service, they may have to increase their patient base by

.22.5-30%. Remember: that once you: [pass an increase of 15% in: patient volume, you w1ll usually

have to get new staff, overheads will rise, and net begins to drop further. P

Frequently when young associates.join-a practice; they are-askedito see patients from a subset
that,has reduced, fees-for-seryice. Close scrutmy ofithe math involved allows you:to know how

...many extra patients you would.have tossee in a category to equal the productivity of the doctor's
.+ megular patient set. This happens often with Medi-Cal: Remembér, you would probably have to

see¢;twice as many patients in subset 3.for.the same productivity as subset 1..It would be realistic

.that.if the senior doctor.saw: lepatier}mépend_ayl out of subset:1 types,' you:may have tosee 20 per
.day.of subset 3 to.make the same.income. However, rememberwhen you-see-patients for
-reduced fee-for-service; it.frees the senior:doctor to see patients for full:fee-for-service: That has

a,benefit. for, both of you when.you aretrying to cover.overhead. = -+, - i§ e

Optometnc Relmbursement Ana|y5|s

e g, ETIRR TS 1)

- \,The comp051te table in Table 3 shows you how relmbursements for dlfferent plans vary You
*.. have to.understand a few,b@slc,assumptlons ‘Farst;;the patientimix was the same for all plans; that

is,iout of 10 patients, 4 receive single vision lenses, 4 receive bifocals, and 2 receive trifocals
with a 100% prescription rate. For the sake of simplicity, the frame factors in these tables reflect
a retail cost X2 plus $37. As you know most fees run from 2X to 3X cost in order to cover

.optical overheads.. - . ol e e e

;;;;;

Also, you will see lab fees at the top of Table 5 next to materlal cost. For single vision, you will
see two numbers, one is the regular. price that you-pay for private. The bottom number equals the
discounted. price for plans — the.same for BFL’s, TFL’s and PAL’s.

Roman numerals I-IV designate each plan. Column 2 mdlcates each plan 's'gross margins for
exam and lenses. Column 3 represents the lens weighted factor. Basically, a lens weighted factor
is calculated by multiplying the gross margin of single vision X4, bifocals X4, and trifocals X2.
Add it,all up and divide by 10. This gives you a weighted factor for lenses. Column 4 shows the
entire cost of an exam; lenses, and a:$40.00 wholesale frame. Column 5 shows what happens if
you,used an in-plan frame, a frame the plan allows. Column 6 shows you average extras,
including PAL’s, per patient as a factor. Note that the cost for some:private fees would include
$87.00 for.an exam and a lens weighted factor of $78:64 combined with the frame. This totals
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$240.84 gross margin, with $40.87 for extras.

Then, in Column II, Plan I shows a $60.80 lens weighted factor with.a $73.93 exam, leaving you
with $168.85 for a $40.00 frame. In this case, the plan included a $40.00 frame, which means
Column 5 equals the same amount of money, but you have a $35.49 extra value, which means. a
cap exists on how much you can charge for extras.

In Roman numeral IIT represents Plan II. You can see a swmﬁcant drop in the lens weighted
factor and when you are allowed to use a $40.00 wholesale frame, you are capped at the amount
that you can charge the patient. Then in column 5 you can see that if the patient uses the in-plan
frame the gross matgin decreases dramatically in addition to being capped on extras.

Plan 3 (Roman IV) shows some increase allowed in the expensive frame category, but when an -
in-plan frame was used, the gross margin decreased, again with a $37.00 increased for extras.
Roman numeral V represents typical government plans in column 4 when the patient pays for
their own frames. In column 5, when a patient uses an in-plan frame, the gross margin drops to
$77 29 w1th no extras allowed

V. Conclusnon

What ':‘C‘an all these numbers dao for anyone? First of all, they.give you an idea of what youineed to
evaluate any plan coming over your desk. You must assess the gross margins for single vision,. :*
bifoeals, or trifocals, including PAL’s and all extras. This information can be graphed.outon .
paper.and made quite simple. With these numbers you can calculate what gross.margins;you:: - -
would obtain, given a certain patient mix, a certain number of patients per day, and certain plan
types. For example, what if you were hired to see only the government patients in Section V?

You would know that your gross margin would be somewhere around $77.00. Depending upon
the age of the patients and whether you saw 20 per day, you would have some idea of what
income you generated for your services. You, of course, could then negotiate what income you
should receive from such work. This type of analysis will be reserved for the next section in the

_ series.

Special Note Spe01ﬁcs of how to set up a spreadsheet of thls information will be’ supphed later in an
appendix to thls section.
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TABLE 1

- 25%
52%
23%

OPTI‘."METRIC PRAGTIGE FUNDAMENTALS At B e e e [
Terms s e idny gl 1971' oo o o Projected s o i ~«sz Reality
A IR AR N T s Ho u o

Gross $100,000 100% $400,000 100% $400, OOO 100%
$25,000 25% $100,000 25% $100,000 *

Overhead (OH) $30,000 30% $120,000 30% $210,000

Net" $45000 45% $180,000 45% $90,000

Patients/Day 5106 1010 12 10t0 12

# of Days/Week 4.5 4.5 4.5

# of Weeks st e B c48,1% ARSI 48 48

# of Doctors T RIS AT 1 st e Bl

# of Staff 2 2 G oA

Square Feet 750 -1000 750 -1000 1000 -1250

# of Exam Rooms 1 1 acieta@o

Total Patients/Year 1080 1080 (2160) 2160

% Private ' iw 1o satian aoy o RO e el Caengine T8% . v rtioun )(é o AB Y%t

% VSP-iv uiurie il aingipn ceom 25% yaup et o b DB » sdThaaG ndy v 5@%9»\! 3

% Medi-Qareit st o ptpnista e I osenben T e E;\ “anthuions loinrn 409

% OthHérInsurance® = Bk '> s STHRIEL I LI NP A :é«',::r;a S ooben LgBogs

Rx Rate 1817 7 v ”’“ }’3 IR 90% S Bt 9@%“ /3 dnidgrsed

Exam Time e Hour i v ,‘“’,'1 Hour' (1 /2 hour) 112 hour'

Gross/Patient ’m—“ AT Gl i (T 185.18

Gross Margin (GM) 138.88

Income to Doctor/Patient 41.66

Overhead (OH)/Day 97.22

Gross Margin/30 minutes 138.88

Gross, Margin/15 minutes: ., .. ...
Income/Day for Doctor :
Overhead/Day

The Nuts and Bolts of Optometric Eye Care Economics
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TABLE 2

PATIENT VISIT/OPTICAL EQUIVALENCY CONCEPTS

1. Gross - Lab = Gross Margin/Year (GM)

Year
2, Gross Margin = GM/Patient
Total # of Patients (Per Year)
3. GM/Patient or ___GM/Patient _ (Patient visit) = Optical Equivalency Factor (OEF)/15 min.
Time for each exam 15 minutes £l
EXAMPLE |
Gross $300,000 8 patients/day
1. Lab - $75,000 4 days/week Works 187.5 days/year
GM/Y ear $225,000 1 hour/exam
; = “ il ke : "1500 patlents/yeari

2. $225 000/ 1500 = $150. OO/patlent NOI patlent averagh

3 “’$150/1 hour per éxam = $150.00/1 hour0f$37 50/]5m1ﬁut€s LN e

*¥Tfa patienttakes'15 mmutes to treat for an eye dlsease you;must ohargc $3’7 50/ 1 5 ‘minutes to
equal office optical rates. = ° A e i

EXAMPLE'II ¢
Gross $600,000 15 patients/day

1. Lab - $150.000 4 day/week Works 187.5 days/year
GM/Year $450,000 30 minutes/exam

3000 patient/year
s $450,000/3000 = $150.00/patient
3. $150.00/30 minutes per exam = $150.00/30 minutes = $75.00/15 minutes (OEF)

So, which practice would want TPA given the present medical reimbursement rates?
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TABLE 3

QUESTIONS INVOLVING PART | AND PART Il OF EYE CARE ECONOMICS.

A

Q: In an $800,000 practice, what is the gross margin per patient for 15 minutes if the doctor(s)
see 4,320 patients per year and have a lab bill of $200,000?

A: $138.88 per 15 minutes

Q Which practlce the $400,000 or the $800,000 practlce wants TPA certlf cat1on?

‘\1 be o by, 5 < ! Bl i b SE ‘B m i ) M

1y

A $400, OOO

Q: For a $400,000 practice, what would happen if you found a cheap lab with a 10% decrease in
lab cost? How would it effect your income? See Table I, Reality column.

A: $9,000 increase ; . e 0y ; f

Q: If VSP pays 70% of privateifeeé for a 50% private and 50% \}SP practice, what wc;uld
happen to the doctor’s income if he or she went to 75% VSP?

Q: What if 50% of your VSP patlents had a 30% decrease in relmbursement7 What would be the
effect on your income? (Example: VSP/RNRE).. . ( Pradass Tl o : «

M

Lo Qe If you no longer prescribed glasses or contact lenses, how many patients amust ;you see to keep

your income even? How many VSP patients must you see to keep your income even?

Q: For B & C above, how many more VSP patients must you see to keep your income ;.4 » ;.
even?
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TABLE4 R o L i ds =
EFFECTS OF CHANGING DEMOGRAPHICS ON INCOME AND PATIENT VOLUME

11

SB. Population 1. - ‘Population 2 Population 3 Population 4 Population 5

GIS GIP = . Bls GIP = @,\m . G/IP  GIS- GIP G/S GIP
| # of Patients in Subset 500 100 @ 200 100 200 100 200 100 200 100 200
# of Patients in Subset. 500 100 200 100 200 100 200 70 140 70 140
# of Patients in Subset- 500 100 200 100 200 70 140 70 140 70 140
# of Patients in Subset 500 100 200 70 140 70 -140 70 140 49 98
! Practice Gross 400 370 340 310 289
Lab Bill 100 925 85 775 775
Overhead (OH) 200 200 200 200 200
Net 100 785 - 55 32.5 16.75
)| Decrease in Net 0 215 45 67.5 83.75
Subset Type 1 150 G/P 200 GM/P
Subset Type 2 105 G/P 140 GM/P
Subset Type 3 74.5 G/P 98 GM/P
v # of Patients :o‘? wmﬁ to Match Net !
(assume Pop 1 @ 10 P/D productivity) - # 143.3 - 300 450 558
% 9.5% 30 90% 116%
P/D 0.71 1.5 2.25 29
% P/D 0.66% 7.1% 22.5% 29%
v # of Patients from SS@ to Match Net # 204.7 428.5 642.8 1124
% 40.9% 42.8% 42.8% 224%
P/D 1.0 2.1% 3.2% 5.6%
w % PID 10% 21% 32% 56%
KEY: Gross/Subset (G/S). b

Gross/Patient (G/P)

Gross Margin/Patient (GM/P)
Patient Subset (SB)
Patients/Day (P/D
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TABLE 6

FEE ANALYSIS OF DIFFERENT CONTRACTS

Material Cost: SVL 14.40/11.75; BFL 28.40/20.14; TFL. 38.00/27.80; PAL 74.00

I 2 3 4 5

4 2

Frame @ $40
Added to Exam
+ Col. 3

Frame In-Plan
Allowance Added
to Exam + Col. 3

Gross Margin = - Lens
for Exam & Weighted
Lenses Factor

PLAN #

6

PAL &
Extra Factors

1 Exam 87.00
SVL 54.00
BFL 91.60 78.64
TFL 102.00

Private

240.84 240.84

I Exam 73.95
SVL 48.40

Plan I - BFL. 6440 60.80 . ,

TFL. 78.40 @ 7 T

168.85 168.85 ¢

40.87

" 4549

X Exam 45.00
SVL 23.75
Plan II BFL 3835 35.98
TFL 53.70
130.76 110.78

24.32

v Exam 45.00
SVL 2225 . 3480
BFL 36.85

52 50

Plan III

140.15 105.31

37.60

\Y Exam 41.00
SVL 21.54

Government BFL 31.80. 30.08 146.28 77.29
TFL 43.76
TFL 53.70

Not Allowed
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INTRODUCTION TO EYE CARE ECONOMICS '
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INTRODUCTION TO EYE CARE ECONOMICS

Part lll - Finding a Private Sector Job and'Keeping It :
By A. Lee Scaief, O.D., M.S. '

University of California, Berkeley School of Optometry

identifying Worthwhile Private Sector Job Opportunities

Over the last 10 or more years, most. of the job opportunities in optometry have come from the
institutional corporate and ophthalmological environments. The private sector of optometry has
not found a good way to help young licentiates gain experience: It: can be very costly for
established doctors to employ young licentiates. Some statistical data suggests that after working
in corporate, ophthalmological, hospital-based, and government sectors'for about five years,
some doctors want to migrate back into the private sector for long-term employment. But there
still remains a problem in how to make this transformation. As a result, private sector
associateships and partnerships have a particularly bad reputation.

e
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Nevertheless, tremendous job opportunities exist in the private sector of optometric care.
Unfortunately, most people don't know how to identify a’good oppottunity for a short-term gain
or long-term potential. This section provides a simple technique, originating from conversation
and observation, to recognize a valuable private sector job opportunity Biit please note even
though this section concentrates on the private sector of optometry; it also applies to other eye
care environments. Therefore, this section should be of value toall new licentiates.’

Below six steps:outline the process ofsuccessful private practice. The first three-identify short-
term opportunities the last three recognize long-term potential.

1. Excess Factor

2. Access Factor

3. Reimbursement Factor as a Function of Practice Demographics
4. Optical Factor

5. Facility Factor

6. Owner/Older Partner Attitude

_ Please note Owner/Older Partner Attitude should not to be taken I ghtly. These steps are not

listed in the order of their importance. In fact, for long-term associations, Owner/Older Partner
Attitude is the most important.

However, getting information regarding a private practice is not an easy matter and requires
some subtlety. It would certainly be inappropriate to ask doctors what their gross and net are or if
they are looking for a partner. Most of the information that you need can come from very casual
conversation with either a doctor or a staff person. The specifics of such conversations are
mentioned below.

A. Excess Factor

The most important thing that you need to know about a potential job opportunity is whether a
practice has any excess patients around for you to examine. If no patients exist for you to see,
you will not get a job. This excess factor, more commonly referred to as backlog, consists of
knowing three things:
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1. Number of days the doctor is booked in advance (how long people wait to be seen)
2. Number of exams generally seen per day
3. Number of days worked in a week

You could obtain this information from an office staff member by asking, “How long do patients

have to wait to get an appointment?” You can also find out how many days:the doctor:is booked

in advance by knowing how many patients the doctor sees in a day and how many days a week

he or she works. If a doctor sees 10 patients a day and works4 days a, week and the next opening
. 1s one week away, you know 40. patients are waiting to be seen.; (s

This backlog of 40 patients (or whatever the number is) creates the pool of patients by which you
will derive your employment. Unfortunately, the number alone will not provide you:with solid
employment, which we will discuss more in-depth in relation to reimbursement factor. You must
“know the type of patients waiting to be seen because different types of patients:have different

- types of switch rates (who will switch to the younger doctor based. on. how.long:they have to

. wait), Private patlents do not switch very often. Third-party. patients will switch according to
their thl]‘d -party plan type. For example, VSP. patients switch less often than Medi-Cal patients
and new patients,are more llkely to switch than returning patients. You must have the ability to

. estimate the sw1tch ratio based on the type. of patients waiting and how long;they haveto wait to

. be seen. For example if patients have to wait 1 week, most Medi-Cal patients will switch, 10-
20% of VSP patients will, switch, and most likely no private patients will:switch: unless they have
an emergency. ot B de 5ot Hi

- Let's take an example of a totally Medi-Cal practice, . The doctor works 5, days-a week, sees 20
patients a day, is booked up 2 weeks in advance, and has 200 patients waiting to be seen. If the
doctor has room in his or her office, you will have plenty of patients to see.,.

Another example would be a 100% VSP practice. The doctor-works 4, days.a week; sees 15
patients a day, is booked 1 week in advance, and has 60.patients waiting to be:seen. At'a 20%
switch rate, you could have access to and see about 12 patients a week. That could mean one day
a week for you to work. But remember you will need access. If the senior doctor is not. working
and the office is open, you have a perfect opportunity to access to the workplace and see patients.
e I .
Of course, a 100% private pay practice where the doctor is booked a week in advance Wlll
provide you with the least amount of opportunity. Most likely no one will switch, but.as we will
discuss later on increasing your value within a practice; this environment.can be profitable to
both you and the older doctor.

2. Access Factor

We can think of access factor as “room factor.” In other words, does the pragtice:have room for
you to practice? You have to ask yourself, “how many days a week does the doctor work and/or,
does the doctor have extra rooms where I can practice?”’, Some doctors have two rooms but only
use the second room 10- 30% of the time. Given the backlog switch rate, this would provide you
an opportunity to practice and better utilize the doctor’s second room., Unfortunately, many
doctors only have one exam room. This means that the doctor has.to take off a day of work to
provide you an opportunity to see patients. You could glso work days that the office normally
stays closed — Saturdays and evenings, etc. Tremendous opportunity exists for you if you know
how to maneuver yourself. You also have to consider staffing because anytime you add extra
staff hours, the cost of paying them comes out of the associate’s income. Either existing staff will
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have to stay around to help you (which they may not want to do) or the doctor wﬂ] have to hire
additional staff to accommodate your presence. '

An example will help illustrate this point. A doctor finishes work at 4 p.m. He or she can arrange
tothave enthusiastic, willing staff members stay intil 8:00 p.m. If the demographics ‘of the
doctor’s practice show that people would take advantage of" evenmg hours, you could examine a
patient every 45 minutes from 4:00 p:m: to 8:00 p.m., about 5 patients. If reimbursements from
‘those patients were high enough, you would only need one patient a day to pay for the extra staff,
The other patients would derive income for both'you and the facility. We will discuss this more
_ in-depth later. (
23 e gty & d q BNy gl e ] ; LRI [ k c g
3. Relmbursement Factor as’ a Functlon of Practlce Demographlcs LR e
: N ; Dt ; : sty ;
e What chentele a prac’nce serves has a great deal to do with the quantity of work an associate will
-+ 'have dnd how much pay he or she will receive. Private paying patients tend fo bring the highest
1 revenues, but remain the least likely to switch to a younger doctor. Patients with V'SP, the most
- common third:party program'in California, have reduced fee-for-service rates, but remain more
~i+ likely to switch than private pay. Medi-Cal patients, s mentioned, have the' lowest
reimbursement rates, but very few loyalties to specific doctors. A'young associate must consider
private versus thlrd—party reimbursement, the age of the patients (the older the patient, the less

likely they'will 'switch), and the problems that the patient populatiofi has i m decuf ing 1f he or she
will have work of not. PO,

For example, patients will eye disease have less loyalty to'a specifi¢/doctor because they just
want the problem attended to by a professional. Binocular vision patients ténd not'to want to
switch because of the complexity of their problems. Contact lens patients, depending tipon
whether they are in a commercial or professional environment, oﬂen remain unwilling to switch. -
You need to understand that whoever pays the bill (private vs. third-party plans) determines
whether you will have patients to see and how much you will get paid for seeing them. You
might ask a staff person, “Do you have a lot 'of VSP patients?” or, “Does the doctor see a lot of
Medicare patients?” These few examples illustrate the kind of questions that can'illicit
demographic pattems from practices.

The above three factors will allow you to identify whether a practice has the room to pay an

'~ associate or employee on a part-time basis. So, how do you calculate the value of your work so
that it benefits you, the doctor, and the practice? This is a subject of ancther discussion.
However, the next three factors, 4, 5 and 6, will help you evaluate the potentlal for a more long-
term relationship.

4. Optical Factor (Lab Factor)

~ Optical products that generate most of the income to pay for running a business come from a
~number of sources. Examples of these sources are independent optical laboratories of both high
and low quality, corporate labs set up to service their own clientele, and government facilities
“ designed to serve a certain patient population (i.e. the prison systen). Each one of these has
* "different economic realities. Each of them will have a certam quallly asqocmted w:th a certain
:prlce to'match the fabrlcatlon of the hardware.
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You need to know what kind of laboratory an-office uses. A low quality lab will allow for
inflated.nets, but low quality products. Very high quality labs will put some cap on earning
potential. Corporate labs, such as the labs belonging to VSP, also have their advantages and
disadvantages. It benefits you to know the quality produced by certain lab work. Also, you
should know if particular offices do in-house lab work: Certain unique, financial considerations
exist if they do have in-house labs. An in-house lab can maintain quality in single-vision work,
increasing profitability. Multifocals are much more difficult to make in-house. If, however, a
practice.is ready for an in-house lab, and you know how to and enjoy doing that type of work,
you have increased value to a private setting.

5. W‘E\atc.ility,, F actOr .

. If you simply look:around and office and make a few observations, you-can determine the
. overhead: of the environment and its affect on income. You should consider the following list:

1. Number of staff per number of doctors
2. Square footage. of the office: do you see room for growth‘?
3. Number of exam rooms
4. Is the facility owned or rented?
5. Is.the equipment up-to-date?
6. Is the ophthalmic area attractive in order to maximize. optlcal proﬁtabllrty‘?
. 4. . .1,Is the gontact lens section ¢fficient enough to be proﬁtable in fespect to mventory
__and staﬂ'lng‘? :
I ‘s SN TE TN Pt : g 00 Syee bomale Lag il &y
In Cahforma the staff ratlos are usually; 3—4 staﬂ' per full-time doc. Two 2-room practices, of
;f;g;t . . icourse,have a, much higher potentialfor growth and: affiliation with . younger:doctors..Renting or
<o -+ buying a.facility.affects.the net.and: can become inflated.if hiddenin the Profit and Loss
... -Statement. Technology changes and equipment needs constant upgrading. Offices need to have
‘an attractive ophthalmic area in this world of high competition. Remember, when you‘assess
. these items look at them in their present state but.also look at-how they.could change with your
>111pUt bt x ¥ Nave ‘gi’, £ e A ’M‘nw:“;i«wé it v iR B

6. Owner/Older Doctor Attltude Towards Workmg W|th Other Doctors
Some doctors should on]y work by themse]ves Optometrlsts unfortunately, tend to begvery
individualistic. So, you must assess whether a potential long-term associate is a team player and
capable of working with. another doctor. Also, you need to know if they:can'handle working with
young doctors. Most importantly, you need to know the doctor's attitudes towards buy/sell
agreements. You may have the greatest opportunity-in the world, but if the‘doctor’s attitude
regarding buy/sell agreements is unrealistic, you will end up paymg severely in the end. We will
discuss the concepts behind buy/sell agreements later in this series, but-in closing; .be careful not
only. of the. doctor's attitude; but also his or her staff's attitudes. If you make the doctor uneasy
you can still manage, but if the staff does not support you, you are history. We will discuss this
more when dealing with interpersonal effectiveness in a partnership environment. -

Special Note: One of the major reasons for even having this discussion in identifying a potential work
environment was to help you understand that you have options. Take a ruler and draw a 50+mile radius
around where they live and find 5 doctors who may have the resources and inclination to hire you in a
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mutually beneficial relationship. Most young O.D.’s do not take the time to search. However, jobs exist
and they may pay reasonably well. Not only will you get a great deal of experience, but bets are that
with:1 of the 5 doctors you will have some business chemistry and a potential long-term association.
Don't forget — productive half days‘can be as lucrative as unproductive full days. Once you- fully
understand reimbursement rates and the type of patients you will serve, you will have room to negotlate
yeur salary, and we plan to teach'you:those: rules Dol ~ s

I:
K

w.,
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Methods to Calculate and Increase Your Value in the Optometrlc Marketplace

If 1 begin applying certain prescription rates to the gross margins of prlvate and reduced fee-for-
service plans in Part II of this series, Table 5, I can come up with some simplified gross margins
per patient for three different plans. For the sake of simplicity, at 80% prescription rates, you
could have a:gross margin for private pay:patients-at'$200.00'per patient, a' V8P stanidard plan at
-$150.00 per patient, and an even less attractive plan (Plan #3) at $100.00 per patient: The use of
these numbers can reveal important information. If you found a do¢tor who had enough private
patients backlogged that he or she could provide you I'day a week of work seeing 5 prlvate
patients per day, your net gross margin for'the day; after lab, wOuld be $1 000 epee

;&
i

Naturally you should ask, “How much should I be paid?” An unreahstlo aﬁswer woﬁld be
$1,000. Remember, in our previous scenario of the realistic practice in Part 1T, overheadds are
$1,000 pet day. ‘So, in'manyways; ‘you just barely covered overhead ifiyowr worked-alone that
day. A more realistic'look at this scenario would be to make-it mutually beneficial between you
and the doctor. For example, you cover $500.00 of his or her overhead that day ‘andyou take
$500 home. A nice salary, I have to admit. But remember, he or she may have to employ extra

< staff just to cover you while you-work ‘doring theday he or she is gone; 5o, in relity, there

- should be some money for the doctor, some for:yols; and some for the staff: This $1,000 could
easily be divided three ways and most people would'be quite happy. Remeémber, by working you
' dive intoithe senior doctor’s'backlog and' allow: him'or her to derive income from'patients he or

~she does not have the:time to see. It also/allows the staff to benefit from ‘your présence’and $333

v iia-day tolsee 5 patients.ismnot a bad wage for you! Unfortunately; it seldom turns out this way. The

equations are generally weighed in the direction of the owner and his or her staff and!in reality
for this type of scenarlo $250.00 a day for you would be reasonable

spe b 5 Y vl 7 e A adoss iars < Tre Y M AT 0
S A Db g AT Beaye 1 sl s o iy

Young hcentlates oﬁen do not capxtahze on some of the Value they actually have as young
peop]e ,3; (BN rs%fr sh TR ERS P xt i‘,i‘/J. uon T 3 \‘ o
¥ thr S PTESL Witk 1*55? RIS IR rbre iy e R 2 e s e =1 LT ARk v
1""‘ You really ShOUldn't mind seemg the less eﬂ' C1ent patlent for the sake of tedi
having:experience.” - o o RTI

4 R BT 31 ‘ PEM 0

2. You should naturally attract a’ youriger' chentele if you stay around long enough’
PR
J

. Your contact lens knowledge should:allow youto see patients who have lower
reimburséments and allow the older doctor to see miore profitable clientele, !

-+ w4, If you are'smart; you 'will align yourself with the staff and be willing to do anything

they do in order to help the facility”A young doctor with an ego who is not willing to
help the'staff in the office only creates animosity: I guarantee you this situation will not
last long.

5. Also, a licentiate can teach the staff a lot of the things that the older doctor does not

‘have the time to teach. So, having good trammg techmques for certain optometnc ¢
*duties are of value to the practice. i Wat
6. Remember also, if you understand EM Coding, Wthh at thls stage you do not, you are "
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a tremendous value to the practice. You can make seeing ocular disease patients more
profitable by seeing cases that older doctors are less likely to want to see and knowing
how 1o bill for those services. :

The scenario changes quite readily if on the day you worked you saw 5 Plan #3 type patients at
$100.00 of gross margin per patient. Your gross margin for the day would be $500.00.
Remember that the overhead costs $1,000 per day. Also remember that you could consider it fair
‘payif half of the money'goes to the doctor and the staff. In addition, keep in mind that there
tends to be some bias to the'owner and in this particular case, so‘some of you' Would probably
make $175.00 to $200.00'per day. I want to remind you that some of this bias comes from the
‘fact that new licentiates have a very high “redo rate” and sometimes thé associate situation is
© more mconvement for staﬁ’ pat1ent ‘and owner. - r Hs PAnEhE AL
You can see that if you had a Med1 Cal situation w1th a gross margin of* $6O 00,5 patients would
only create $300.00 gross margin. It would take quite a few Medi-Cal patients to get your
- tincome up to $250.00-$300.00 a day In many Med1 -Cal settmgs doctors see 20 patlents a day to
! make $3OO OOaday »~ 1 B
: wT he contact lens practlces where young associates can do contact lens- work also create a sticky
“ubw o situation: Many: people assumé that the gross margin for contact lensés stays relatively high
v when, in fact, it remains relatively low, as low as $100.00 a patient when including time and
materials. Y ou must remember that if a young licentiate does work that has less reimbursement
potential, it allows the other doctor the time to do more highly productive work. This adds value
to the associate and can' certainly become a bargaining tool. If you were to see' 5 contact lens
. patients:at:$100.00:gross margin-and in the same time slot the other doctor was able to see 5
anate patlents at $200 00 gross margins you have ‘value to the doctor and the practrCe
it g a4 vl elints I, SR
o Interestmg]y, some: people mention: that they: work for an ophthalmoloolst and 'see 24 patients a
day as a glorified tech and make $300.00 a’day. Can you imagine if the ophthalmological facility
also had an optical shop so that all the patients that you saw also had optical care? I do not think
it takes much figuring to realize that you are grossly underpaid. However, if you work for an
ophthalmologist who has no optical, the game is certainly different. Remember, if you took
glasses away in a general practice of optometry with a 20% net, 50% overhead, and 30% lab bill,
you would almost have to triple your patient load in order to just break even. Therefore, in an
ophthalmological environment with no optical, you have somewhat less value unless at the same
time you are freeing the doctor up to generate more surgery, and that is a whole other matter.

1 have a final point to make that very few people have taken advantage of and yet 1t is probably
the most important point I can bring up. Many doctors don't have a high enough backlog to do
the traditional associate format and so they figure they are not able to make even the slightest
move in that direction. If you adhere to the following format and find a doctor in the position
described above and with whom you would love to work, try the following option.

Let's say the doctor sees 10 patients a day at $150.00 gross margin per patient. He or she is a full
service doctor and basically sees 1 patient every 45 minutes. What if you approached this doctor
and asked if he or she would like to divide the eye exams in half one day, where he or she does
all the general optometry procedures and you do all the general ophthalmology work. That is, he
or she does all the case history and refractive exam work and you do all the ophthalmoscopy, slit
lamp, and health consultation. Often, in doing this, he or she can increase his or her patient load
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on that day by 3 or more extra patients. At $150.00 gross margin there would be a total of
$450.00. Y ou are certainly worth $200.00.a day and it will still allow the doctor to take $250.00
home. This is fairly close to a 50/50 split and would certainly get you in the door and provide a
mutually beneficial relationship.

This example has some distinct advantages: . -

ol 5 Patrents still approach the same: staff, havmg been seen and controlled by the senior doctor.
They don't have to. deal with another personality. They like that. b
2. If the doctor phones the patients to see if they liked the new exam procedure and the
patients said it was OK, you should.be fired because you must generate enthusiasm. However
if the patients loved it and felt that you provided a: worthwhile service that the old doctor
hadn't, you are now an asset. Phone calls like that can easily tell a doctor if an associate is
worthwhile early in the relatlonshrp, not: 3 years later. Gl pe

>

Assocrateshlps where you are workmg one day a week by yourself versus workmg wrth the
senior doctor have very different outcomes. In the former scenario where you are seeing 5
patients a day to make your $200.00 one day a week, you are exposed to 5 patients a week for
say 50, weeks (250 patients). In the latter, mutually, beneficial scenario, you see 13 patients a day
. to.earn your $200.00;-a total of 650 patients in 50 weeks. Remember exposure means.that when a
... patient comes back and they like you, they are-more likely to switch. Therefore; if you stay at a
T v,practlce for awhile, your growth curve w111 be much faster than with the old scenarlo

Fma]]y, prlvate practlce takes cu]‘uvatlon It is seldom an: 8 5 _]Ob Belng mvolved n helpmo
...everyonein a private practlce isivery important; even with cleaning up. If you can, be an active
member in the community in some way — buy things in your community and pay with a check,
eat in local restaurants, and be a member in community clubs where you like the activities. These
., areall avenues of exposure: Exposure.is the road to: suecess: For those people who are interested
- in-this technique, we can discuss it in-more detail at a future time if requested: . . >
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volumes from SS1 would be very difficult. Section V offers a more likely scenario.
In another case, let's say SS1 were private pay patients, SS2 were VSP, and SS3 were
Government payment patients. Section V shows how many patients you would need out of the
SS2 (reduced fee-for-service patients) to make up income. Note that across the table for Section
V, you have to increase your patient volumes from SS2 by 40% to cover for lost income. This
increases the total patient per day production significantly. The last box in Sections V illustrates
what happens when SS3 reduced fee-for-service patients have to make up for all the Jost income
in population 5. You can see that there would have to be a 56% increase in total patient load to
©: . . restore revenues.

In all of these numbers, Section V reveals the bottom line: If doctors take on 25% of their
practices at a 30% reduced fee-for-service rate, they must increase the volume of their practices
. from 7-10% to compensate. If they accept 50% of their practices:in that reduced fee-for-service
. icategory; they must increase their volumes by 15-20%. If, in'the end, they have to finally accept
75% of their practices in reduced fee-for-service, they may have to increase their patient base by
-22,5-30%. Remember that once you pass an increase of15% in.patient:volume, you will usually
have to get new staff, overheads will rise, and net begins to drop further. ..

Frequently when young associates join a practice, they are asked to see patients:from a subset
that has reduced fees-for-service. Close scrutiny of the math involved allows you to know how

. mariy extra patients you would have to see/in.a:catégoty. to equal the productivity of the doctor's
regular patient set. This happens often with Medi;Cal. Remember, you would.probably have to
see twice as many patients in subset 3 for the same productivity as subset 1, It would be realistic
that if the senior doctor saw 10 patients per day:out of subset 1.types; you may-have to see 20 per
day ofsubset 3 to make the same income. However;.remember when you see patients for
reduced. fee-for-service, it:frees the-senior doctor to see patients for; full fee-for-service. That has
a benefit for both. of you when. you are trying to.cover. overhead.. ...u; . i oo 0

IV. OPTOMETRIC REIMBURSEMENT ANALYSIS

The composite table in Table 5 shows you how reimbursements for different plans vary. You
have to understand a few basic assumptions. First, the patient mix was the same for all plans; that
is, out of 10 patients, 4 receive single vision lenses, 4 receive bifocals, and 2 receive trifocals
‘with a; 100% prescription rate: For the sake of simpligity, the frame factors in these tables reflect
a retail cost X2 plus $37. As you know, most fees run from 2X to 3X cost in order to. cover
optical overheads.

Also, you will see lab fees at the top of Table 5 next to material cost. For single vision, you will
see two numbers, one is the regular price that you pay for private. The bottom number equals the
discounted price for plans — the same for BFL’s, TFL’s and PAL’s.

Roman numerals I-IV designate each plan. Column 2 indicates each plan’s gross margins for
exam and lenses. Column 3 represents the lens weighted factor. Basically, a lens weighted factor
is calculated by multiplying the gross margin of single vision X4, bifocals X4, and trifocals X2.
Add it all up and divide by 10. This gives you a weighted factor for lenses. Column 4 shows the
entire cost of an exam, lenses, and a $40.00 wholesale frame. Column 5 shows what happens if
you used an in-plan frame, a frame the plan allows. Column 6 shows you average extras,
including PAL’s, per patient as 4 factor. Note that the cost for some private fees would include
$87.00 for an exam and a lens weighted factor of $78.64 combined with the frame. This totals
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$240.84 gross margin, with $40.87 for extras.

Then, in Column II, Plan I shows a $60.80 lens weighted factor with.a $73.93 exam, leaving you
with $168.85 for a $40.00 frame. In this case, the plan included a $40.00 frame, which means
Column 5 equals the same amount of money, but you have a-$35. 49 extra value, which means a
cap ex1sts on’ how much you can charge for: extras ! S 7 PE A
72 In-Roman numeral III represents Plan II. Y‘ou: can s’ee asignificant drop in:the lens weighted
factor and when you are allowed to use a $40.00 wholesale frame, yourare capped:at the amount
that you can charge the patient. Then in column 5 you can see that if the patient uses the in-plan
‘ frame the gross margln deoreases dramaticallyin add1t10n 10 bemg »capped on éxtras.

{5t VLA Yo i ;v T /

: Plan 3 (Roman IV) shews some increase allowed in the expensive frame category; but when an
.. in-plan frame was used; the gross margin decreased; again-with a $37.00 increased:for extras.
S ;Roman numeral V représents typical government’ plans in:column'4, when the patient pays for

w0 theirown frames. In'colinin' 5, when-a pattent uses an in-plan ﬁ’amei the gross- margm drops to
$77.29 withno'extras‘allowed., - it b oo b e g s e e

V|| GonClusmn T T R B LS P IR L O NPT Y AR TPTTO
SO0t paerras bemelovin dlarre oot ber st vtes as e b ey S

ety sl What cany allithese numbers do:for: anyone? F1rst of all; they give you" f néldea« of' what you need to
st videvaludtes ‘any plan coming overyour desk /You miust assess the gross maigins forsingle vision,
o ad Dbifoeals, ‘ot trifocals; 1nolud1ng PAL?’s andall extras. This information‘canbe graphed out on
Cipt e od papervand ‘made quite simple. With'these numbers'you can-caléulate-what gross margins you
~would ‘obtain; given a certain-patient/miX, a‘certain number of patients/per day;, and certain plan
g 'é rtypes. Foréxample, what if, you were hired to'seeonlythe government patients:in:Section V?
You would know that your gross margin:would be somewhere around'$77.00:: Dépending upon
the age of the patients and whether you saw 20 per day, you would have some idea of what
income you generated for your:services. 'You, of cotirse; ‘dould thén.fiegotidte what/incomé you
should recelve from such work ThlS type of analy51s w111 be reserved for the next sectlon in the
¥R ser1e33 At et ey e et o R S Gl0e T od aldies o i 9T

el

OB ariest X e Riaariicd FRC TR Vi il b yleeine sy bige 55 = !
' Speéial Note:: Spec1ﬁcs of how to set up a spreadsheet of thlS mformatlon W1ll be sUpphéd later in an
appendixto this section. i £ fwin oz gy i , ORITTE

The Nuts and Bolts of Optometric Practice Economics 7



