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INTRODUCTION


Whoever desires constant success must change his or her conduct with the times.


—NICCOLO MACHIAVELLI


Every kind of innovation begins with a problem that needs to be solved, and my own particular dilemma as an orthodontist was trying to practice orthodontics in Detroit during the Great Recession of 2007–2009, after paying a premium at the height of the economy to begin buying into a practice. What you may not know is that when the recession hit the rest of the country, Detroit was just beginning its slow recovery. That involved a complete reimagining of the “Big Three” US automakers—General Motors, Ford, and Chrysler—and a renegotiating of their union contracts. Many in Detroit had already lost their jobs and begun their exodus from the city even before the recession started to impact the rest of the country. When the banking crisis emerged, and the US economy began to spiral, Detroit saw some of the worst of it—after already experiencing the automotive-related “prerecession.” Those were tough financial times, and they hit my practice hard!


I had no idea what to do. Being a clinical orthodontist at heart, I’d spent the first decade of my career focusing almost exclusively on developing my clinical skills. When sitting for my recertification as a diplomate of the American Board of Orthodontics (ABO), for example, I helped push the envelope in digitally customized treatment by including the first Insignia case submitted for the ABO exam. But that clinical expertise didn’t help me when the recession struck. Along with others in my specialty, I watched my practice experience a steep drop in case acceptance and production. I suddenly realized being an accomplished clinician wasn’t the only requirement for achieving and sustaining a successful practice.


Since I was already working with Dr. Jeff Kozlowski at the time (and still do), the two of us began “grasping at straws,” trying to find some way to help our patients afford quality orthodontic treatment during what were very tough economic times. Aware that new patient starts are the lifeblood of any practice, both Jeff and I (especially I) were confident we could win additional patients by doing better in several key areas of practice management. But we just couldn’t identify why we were subpar in those areas or, most importantly, how to improve. To make matters worse, Jeff had been following the dictates of a leading practice-management consultant who ruled his financial flexibility with a proverbial iron fist. It was obvious we needed a fresh approach. So we started seeking help from people with business expertise outside orthodontic practice.


We were fortunate to have Dave Ternan—a business consultant with broad experience in large companies and start-ups—help us evaluate the foundational principles driving our practice management. It turned out we’d been relying on too many outdated industry practices, myths, and assumptions that were largely based on complacency, convention, or the dreaded “That is how we have always done it.” As we dug deeper still, we discovered a lot of these old orthodontic standards were actually hurting, not helping, our practices. It was obvious we’d have to implement some serious changes before our misdirected methods ruined all chance of recovery. That prospect was all too real since Detroit’s economic crisis had already forced several orthodontic offices in our immediate area to close permanently.


In a last-ditch attempt to survive, we went on a kind of myth-busting quest, using our practices as guinea pigs to collect and examine data that showed which business ideas worked and which didn’t. Once we had changed course, we had not only adapted to the downturn successfully, but we’d actually come out stronger. Although Detroit (and our practice) had been hard hit economically, our business struggles actually turned out to be a blessing in disguise since they had exposed the outmoded or insufficient ideas or processes we had in place in our practice. But discarding counterproductive ideas and methods was just the beginning of our business transformation.


As Jeff Kozlowski, Dave Ternan, and I watched the landscape of orthodontics evolve after the recession, we witnessed some practices enjoy wild success, while others failed. Determined to gain a deeper understanding of why, as well as create a potential solution, we decided to compare their business models to our own. We asked a group of colleagues and like-minded orthodontists who also ran successful practices, then mixed in “real” businesspeople and tasked them with the mission of finding the optimal way to operate a practice. Doing so prompted Jeff and I, along with Dave Ternan and many of the doctors we had collaborated with, to create OrthoFi—the software and service solution we used to find data-driven novel or improved ways to approach the business side of our practices. (Disclosure: as of the writing of this book, we each own shares of OrthoFi stock.)


A Better Way Forward


Since creating our software solution, we have used it to assess large data sets collected from over one million patient starts and over $5 billion in orthodontic production. Those numbers enabled us to zero in on the most effective method for running a successful practice and eliminate the guesswork from practice management. By collaboratively simplifying our numbers-driven methodology, we discovered what worked and what didn’t in terms of practice management. Our results verified that we’d been right to question the antiquated ways of our profession and proved that applying the new gold standards we’d codified worked. It was a watershed Mom:ent for us, as we realized orthodontists would no longer have to resort to the costly “trial and error” method of the past. For the first time, doctors could rely on a data-proven methodology rather than opinion, conjecture, or gut feelings. Our innovative software had succeeded in facilitating a better way of operating—one encompassing a unique, data-driven philosophy of payment flexibility, based on a core understanding of collections, delinquency, and the benefits of outsourcing.


Provided in this book is data drawn from the hundreds of practices representing hundreds of thousands of patients and billions in orthodontic production. Coauthored with industry strategist and marketing leader Oliver Gelles, our book contains information drawn from the largest and cleanest data set on consumer buying habits ever collected in the orthodontic, and likely any elective healthcare, space.


Together, we’ve studied, refined, created, and promoted the global adoption of data analytics and technological innovation within our industry. As part of that effort, we’ve written this book to share essential best practices and to advocate for what we call the “new gold standards” that Dave Ternan and Jeff Kozlowski (and many others) helped develop and test in orthodontic practices all over the country—standards that have been wildly successful for practice profitability and improved patient service. But before Oliver and I share those gold standards, you need to know which ones we’ve abandoned—and why we discarded them.


Outdated Orthodontic Standards


Which of the widely accepted orthodontic business practices are counterproductive? Since there are quite a few of them, we’ll cover the many we’ve identified throughout the coming chapters of this book. We will spotlight three of the most important outdated practices you’ll need to immediately discard to become more profitable. These old standards are hurting not only your bottom line but your patients as well.


1. A Patient’s Payment Window Must Match Their Treatment Time


Our recommendation to stop restricting a patient’s payment window to the length of their treatment initially turned heads, but it’s likely the major barrier to your practice’s growth. Traditional financing methodologies dictate tying a patient’s financing plans to their estimated treatment time and then not removing the braces until they were paid due to fear they would stop paying after debond. We used to question that, too, and we realize it goes against conventional thinking. But the data from hundreds of thousands of payment plans simply doesn’t support that position. Despite what you may think, delinquency rates in our industry are already extremely low—around 3 percent past due beyond thirty days. And the majority of delinquency happens long before treatment term (much more on this later).


2. Collection Processes Need to Be Onerous to Be Effective


Many orthodontists still believe aggressive collection procedures are a necessary evil, but the data shows they aren’t necessary. Instead, we now know collections should be handled just like every other aspect of clinic planning—systematically and consistently, with the end in mind. Patients who owe money are far more likely to cooperate if they feel they’re being respected rather than hounded. Our data shows only an average of 1 percent active patient receivables past due beyond thirty days. This is far below the national average of 3 percent,* and that equates to significant improvements in collections, cash flow, and ultimately, the bottom line—while still offering every patient flexible payment terms.


3. You Have to Cover Costs on Every Case by Getting 15 to 20 Percent Up Front Every Time


OK, let’s talk down payments. For the longest time, practices have mandated that it’s essential to cover up-front clinical costs by getting 15 to 20 percent of the total fee before starting treatment. You may be wondering why that isn’t relevant anymore, but honestly we’re not sure it was ever relevant; it’s just what orthodontists normally did. But patients are also consumers, and consumers now expect (and need) payment customization as never before. So even though requiring a specific down payment before starting treatment is the way doctors have conducted business for decades, it doesn’t work well in today’s increasingly competitive and consumer-driven business environment.


Although it’s been well documented by the Federal Reserve that 37 percent of consumers don’t have the discretionary funds to even cover small, unexpected expenses of $400, many ask patients to pay at least $1,500 down to start with aligners or other popular high-tech treatments. Unfortunately, this sum can be a huge obstacle to a lot of families and is likely killing your conversion. Especially for adults, whose consumer behavior is much more whimsical and spontaneous. This scenario poses a double challenge for orthodontists wanting to treat additional patients while also protecting their practice’s cash flow with down payments that cover lab expenses.


Historically, most doctors were trained to think in a transactional way: to focus on each individual payment plan and evaluate the performance of that plan in a vacuum. But we suggest a better way—the one preferred by traditional financial institutions that use a broader, more aggregated blended method of evaluating performance—based on cohorts rather than individuals. So if you’re willing to set aside the fear of change and outdated practice-management dogma, we’ll show you how expanding your payment options will actually protect, and even increase, your cash flow better than the old transactional payment concept our profession has relied on for so long. Key to our approach is a proven concept we call “open choice,” which utilizes patient-customized payment options instead.


Success by the Numbers


Orthodontists spend ten or eleven years preparing for their specialization, but they often get little or no business-management training before they start offering services to patients. At best, they may receive on-the-job training from the senior doctor who likely learned their business practices from the doctor preceding them. That means the vast majority of orthodontists simply aren’t aware of the way this gap in their knowledge base can limit, or even damage, their practices—which is why we have been sharing data analytics in blogs, articles, and lectures for years and why we consolidated the end-to-end philosophy in this book. By providing the business solutions you’ll need to succeed in what is now a very different industry, we’ll show you how to engage your patients and team to drive growth.


Creating a reliable business-management approach for the evolving industry of orthodontics wasn’t easy. Doing so required first gaining a comprehensive understanding of the specialty’s current status and how it’s being impacted by new technology and changing consumer trends. Fortunately, the digital age in dentistry made that quantifiable for the first time by providing the massive amount of raw data OrthoFi and OrthoBanc were able to parse and interpret with advanced statistics and business analytics. Our analysis has enabled us to assemble the data-driven tools, techniques, and procedures that solve common practice problems while simplifying the complex business-management aspects of your practice. The result is a better-run office that benefits your patients and at the same time grows your business. That, of course, is a win-win for everyone, and it’s the path to orthodontic business growth at a time when the old industry rules no longer apply.


Our Changing Industry


As the orthodontic industry grows more competitive, any discussion of practice standards needs to emphasize that the integrity of your clinical practice and decision-making must be unimpeachable. You should never make decisions for any reason other than your truest clinical judgment, and you must treat every patient with the same treatment plans you would suggest for a family member. Industry sources indicate the average orthodontic practice adhering to that high standard still grows 2.5 to 4 percent annually, enjoys excellent cash flow, and has very low default risk compared to just about any other industry. In addition, practices typically see excellent performance across the board with 35 to 55 percent profit margins.


Those statistics are certainly reassuring, but you may be surprised to find out they actually disguise the greatest threat our industry faces today—and, no, that threat isn’t the competition of direct-to-consumer (DTC) orthodontics, the question of whether Align needs doctors to operate, DSOs, or even the dentist up the road doing orthodontic work. The danger is actually posed by the very ease with which most later- and middle-career doctors have achieved their success. In the past, a successful practice was nearly guaranteed in an industry that only had about nine thousand specialists servicing the orthodontic needs of over three hundred million patients. Historically, that happy scenario meant that succeeding as an orthodontist was as simple as catching crooked-teeth fish from a very small barrel, even though many in the profession felt the industry was very competitive. This situation also created a misleading condition we’ve termed economic confirmation bias: the belief that their financial success validates their existing procedures and strategies—even though it’s likely they’re doing a number of things wrong. If you suffer from this bias, you probably think, I make a lot of money, so I must be doing a lot of things right.


In business, that kind of assumption represents a reactive approach to success that hangs on the knife edge of circumstances. Conditions can change rapidly, and in the orthodontic industry, they already have. The favorable industry dynamics of the past have created a false sense of security that won’t protect you from the powerful combination of a new consumer profile and more sophisticated corporate competition. Times have changed for orthodontists, and they will continue to do so. Thanks to an ever-expanding array of technological and philosophical advances in the field of dentistry, your potential patients now have a much wider variety of treatment options. We must adapt to remain the place where orthodontic patients continue to choose to have their orthodontic treatment.


Curbing Economic Confirmation Bias


Like a tsunami you don’t see coming until it is too late, economic confirmation bias poses a serious danger to every orthodontist’s continued growth and success. If doctors currently have a successful practice, for example, most assume this means they’re doing everything right and don’t need to change anything for their success to continue unabated. Is that you? Since orthodontists have historically done well financially, relative to other professions, you might think your past (or current) success proves you’re on point, but that’s an incredibly dangerous assumption. When overconfidence is coupled with a radically changing demographic and rapid technological innovation, industry disruption is inevitable. Confirmation bias touches even the most successful companies. Blockbuster signed their death warrant by succumbing to confirmation bias. They were offered the opportunity to invest in an upstart home entertainment company called Netflix. Instead of thinking proactively about how the market and their customers were evolving, they chose to believe that they were big because they were better. They also allowed themselves to be trapped within a prison of their own making. In the end, they declined to invest in streaming technology because it would eliminate late fees, a material source of their revenue at the time. If it can happen to a goliath like Blockbuster, it can happen to you. In fact, it’s already happening as you read this. We really can’t emphasize this enough. Your team, aptitude, skill, clinical passion, and even the impact of outside economic forces are not the real problems—it’s a complacent mindset that’s the real hazard.


While doctors are resting on their laurels, savvy corporate players are buying into the industry who aren’t constrained by this collectively inherited and reductive mindset. It’s best to face facts: this growing host of competitors are armed with serious business skills, a tireless work ethic, deep pockets, and a much better concept of consumer sales and marketing than the vast majority of practicing orthodontists in private practice. Yet this daunting corporate consolidation doesn’t have to be the “iocane powder” poison of the private practitioner (that’s a movie reference from The Princess Bride for those in the cheap seats). The future of elective healthcare is to maintain or improve your clinical skills while also increasing your knowledge of sales and marketing. If you don’t, an increasing number of people won’t be choosing you as their orthodontic care provider—which isn’t typically what’s best for patients. Sadly, most patients mistakenly think less-qualified providers represent a positive change for consumers like themselves. They simply don’t know any better and welcome what seems to be extraconvenient or affordable options to improve their dental health and their smiles.


In this changing practice environment, you’ll have to learn new business and leadership skills you were never taught during residency—skills that don’t come naturally to the majority of doctors—if you want to preserve and grow the value of your practice. You’ll need to switch away from the old orthodontic standards you’ve been using and build your practice back up with the new gold standards your competition is probably already using. Because no practice demographic is identical, the approach we recommend should be customized by data that pinpoints how to best serve the ideal patients in your area. In the chapters ahead, we’re going to break that down into incremental steps you can start applying right away. After all, improving your business acumen is in the best interest of your new and existing patients, who deserve to be treated by a highly trained orthodontist.


What You’ll Find in the Chapters Ahead


Orthodontists are facing new challenges in a rapidly changing industry that’s growing more competitive by the day. So it’s time to leave your confirmation bias behind and learn how to outperform your competitors by serving your patients better than they can. Although the rising competition may look daunting to those with a conventional practice, there’s no need to panic! This book not only describes the correct strategic response but also explains how to start implementing that strategy right away. It’s a powerful business development tool for the orthodontist who wants to optimize the success of their services and practices in an evolving industry landscape. In the following pages, we not only identify the key changes that practices and providers need to act upon, but we also break those changes down into incremental, actionable steps and describe the latest and best tools you’ll want to start using immediately. Those who own their own practices, or eventually plan to, will find this book most valuable, but orthodontists everywhere will discover it facilitates increased success in their profession overall. That’s because an understanding of the business principles and strategies inside these pages will make any orthodontic doctor a greater asset to their practice or employer.


In the sections and chapters that follow, we provide the essential business advice and proven, data-driven concepts you’ll need to help improve both the value and profitability of your services and practices. With those two objectives in mind, this book’s three sections are ordered to provide a sequential, reliable road map to your business’s growth and success. First, we make the case for how you can create optimal value for your patients. Second, we list the steps needed to improve your back office. Third, we take a deeper dive into the concepts behind those steps to show you how and why they work—concepts supported by data we’ll share to prove what actually works and what doesn’t.


Our purpose in doing so is to arm orthodontic doctors like you with the knowledge to grow and thrive, despite the ominous industry trends that are already impacting your new patient starts. We’ll present a system that can transform a practice from good to great by showing you how to work smarter, not harder. That way, you can focus on driving growth in your business while deriving greater enjoyment from doing what you do best. But most importantly, you’ll be able to better serve your patients by learning and implementing the following aspects of our system:


• Procedures to boost starts by creating flexibility, generating higher conversion


• Techniques that use leverage and open choice to maximize growth, stabilize cash flow, and manage default risk


• Methods for managing follow-ups that stop “leaks in the bucket”


• Routines that implement better back-office systems


Here’s the Bottom Line


You’re incredibly busy, and you don’t have time to wade through business-management theory to figure out what will work to grow your practice as you strive to create added value for your patients. So we’ve done that work for you by giving you actionable metrics, fueled by big data, that are directly relevant to orthodontists. To that end, we’ve harvested information gleaned from the leading-edge digital tools, services, and appliances doctors are now using, drawing from a powerful set of measurements never previously available in the profession. If you’re not using these statistical sets to grow the value of your company and services, you’re going to get left behind. Every profession is moving toward data-driven analytics and strategies because they work better, faster, and more accurately than flying blind or relying on your gut. That’s where we come in. This book will share the indispensable stats, tools, and techniques required to grow your practice while avoiding costly pitfalls that keep you from serving your patients most effectively.
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Orthodontics has entered a new era, and the old historical model of simply hanging out a shingle touting the title “orthodontist” is no longer enough to bring people into your practice. In the current business environment, it’s crucial to focus on learning how to create and deliver value in a way that gives your patients, your office teams, and the industry itself what they actually want and need. To achieve both, you must understand and respond to the market trends showing what patients want most in an orthodontic provider. This kind of evidence-based analysis will enable you to engage your patients and your teams in the meaningful way needed to drive healthy practice growth.


Of course, the foundation of such growth in all successful orthodontic practices is using every opportunity to engage and build relationships with new patients. It’s only logical that the best way to do so is knowing what those patients want in the first place—before they’re seen virtually or in person for the first time. Once a practice is equipped with patient satisfaction data, for example, you can use that feedback to proactively offer new patients value in a way that resonates with them. Instead of blindly guessing market trends, business analytics enables you to “see” the actionable steps you can take to create better value for your patients. It provides the kind of twenty-twenty business vision you’ll need to remain competitive. Knowing and acting upon these indicators will be your best guide to optimizing your efforts, enabling you to work smarter, instead of harder. In this section of the book, we’ll also show you why and how you need to change the lens through which you assess your practice performance so you can improve it.
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VALUE FOR YOUR PATIENTS/CUSTOMERS


The customer tells us how to stay in business, [so it’s] best that we listen.


—PAMELA NELSON, PRESIDENT AND CEO, BRACANE RESEARCH COMPANY


Through new patient intake surveys, patients have told us what they value in orthodontic treatment are quality, comfort, technology, and affordability. When surveyed, patients made it crystal clear those four factors were most important to them. Patients also responded that they really value easy and convenient treatment—something we’ll talk more about shortly. This being the case, it’s only logical that the first step to making your orthodontic services appealing is to create value for patients by offering what they’ve already indicated they actually want. You can be as flexible as you like with payment options, but if you’ve got a practice that doesn’t successfully address the needs and desires of your patients (like your competitors), fewer and fewer prospective patients will opt to pay your fees, no matter how friendly or affordable you make them.


We used to ponder daily how to help other orthodontists create better messaging for their practices. We eventually realized the first important step was determining what patients actually wanted rather than assuming what we thought they wanted. To figure that out, we designed a novel, slider-based patient questionnaire that patients and parents were asked to fill out as part of their online forms before they were seen for an exam. We asked patients to use slider bars to rank the importance of various orthodontic treatment factors on a scale of 1 to 5, with 1 being “Not important” and 5 being “Extremely important.”


Patients were asked to rank the following factors:


• Length (speed) of treatment


• Comfort


• Latest technology


• Clear or invisible technology


• Low down payment


• Low monthly payment


• Quality of treatment


• How interested are you in starting within a month?


Once we’d gathered and analyzed all the questionnaire responses, it was easy to see which items were most popular on patients’ “wish lists.” These results made it obvious orthodontic practices could be more intentional and proactive about offering patients the value they’ve been seeking. After pooling and assessing all of our compiled data, we weren’t too surprised to find that patients’ highest priority was “quality of treatment.” Nearly everyone indicated quality was “extremely important” to them, and they consistently ranked it first across the board. The “comfort” factor ranked second, and “latest technology” and “low monthly payment” tied for third place in importance to customers. Those findings told us people want access to high-tech treatment, but they prefer to pay for it with a low monthly payment—a factor that speaks to the issue of affordability versus price. In other words, patients want and need treatment to be affordable more than they need treatment to be less expensive overall.
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