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“What Do You Want to be When You Grow Up?”

Strategic Planning for Veterinarians

by Kerry Plemmons

As a university professor and business consultant, I’ve analyzed dozens of industries spanning all sectors of the economy. I’ve yet to encounter one as unique and fascinating as yours.


What other industry can boast that its “basic commodity” has elevated to the coveted status of “family member”? According to Pew Research, 85 percent of dog owners and 78 percent of cat owners feel this way. Amazingly, pet owners admit they are closer to their dogs than their mothers and fathers!


Major trends are afoot – or afin – when people are buying birthday cards for their goldfish.


Spending on pets is expected to swell 5.7 percent this year to $38.4 billion, more than double that of 1994, says the American Pet Products Manufacturers Association. They anticipate veterinary care to account for $9.4 billion of the total.


No longer regarded exclusively as “discretionary spending,” the veterinary industry has become recession-proof. In fact, while the rest of the economy reeled from the terrorist attacks on September 11th, spending on pet health care spiked.


AAHA data show fees veterinarians collect for services increased significantly compared to inflation from 2002 to 2004, as did total revenue and revenue per veterinarian.


A recent issue of Veterinary Economics Magazine says veterinarians’ earnings leaped 41 percent on average between 1998 and 2003.


What conclusions can we draw from this data?


To me, the answer is clear.

Brace yourself for competitive warfare. 


Healthy, growing, profitable industries are magnets for new entrants and fertile ground for resourceful existing players to carve out larger slices of an expanding pie.


Today, more than a third of veterinarians have at least five competitors within five miles of their practice. Look for that number to increase.


Which ones will succeed?


They won’t necessarily be the ones with the best location, state-of-the-art equipment or number of specialists on staff. 


The winners will be veterinarians who have a plan.


(Kerry: we need quantitative data here to underscore the value of planning, i.e. “companies that have a plan are 800 percent more likely to succeed, etc.” Are you aware of any data?)

There’s an old saying, “if you don’t know where you’re going, any road will take you there.”


I know. I wandered those roads.

In the late ‘80s, I managed a struggling restaurant chain called Pour La France. It was difficult to expect everybody in the organization to follow what I thought was the plan when they didn’t have a clue what the plan was.

We didn’t know what we wanted to be when we grew up.

So we turned to everyone from the dishwashers to our major investors to find the answer. Once we got on the same page and pursued a common goal, the business turned around. Using our strategic plan as a road map, we grew from 50 to 500 employees and sold the enterprise for a substantial profit.

A few years later, I was responsible for the operations of 100 Starbucks stores in the Rocky Mountain region. During a three-year period, we added 50 new outlets. Our growth was astonishingly painless because everyone understood the mission of the company and his or her role in its success. We had systems and procedures to facilitate our growth. But what really made it happen was the mind-set of our people. 

Profitable organizations like Starbucks create aspirations and strategy becomes a set of steps toward those aspirations. It’s no coincidence Starbucks stock price has increased some 3000 percent since 1987.

What does an international coffee giant have in common with veterinary hospitals?

Strategic planning isn’t confined to the boardrooms of Fortune 500 companies. In fact, small businesses should find the process easier to implement and enjoy a higher probability of success. It’s easier to engage, align and communicate to smaller teams than large, dispersed ones.

The hardest part is making the commitment and getting started.

According to marketing guru Peter Drucker, strategic planning should start by answering these fundamental questions:

Who is my customer?

What does my customer want?

Why am I in business?

Where will we be in five years?

Why did my customer choose me over my competitors?

Why will my customers continue to choose me?

Notice that most of these questions involve your customers. Do you processes in place to routinely capture this data?

Your new customer sign-up sheets should have a questionnaire probing these areas and other opportunities for growth. For example, if you are considering expanding into exotics, it would be helpful to know if your dog and cat customers also own (or plan on owning) birds and reptiles. Growing your revenue base through existing clients is easier and less expensive than attracting new ones. Would they be interested in wellness programs for their pets? Acupuncture or other forms of alternative medicine?

Here’s another question to ask yourself: “What are we really, really good at?” Ask everyone on your staff. If there isn’t agreement, you definitely need a plan. 

Michael Treacy, who teaches at MIT’s Sloan School of Management, says a business needs to excel at one of three things to be a market leader: operational excellence, product leadership or customer intimacy.

Walmart is the “poster child” of operational excellence. Large, corporate brand name veterinary hospitals fit into this category. By joining forces, animal hospitals take advantage of economies of scale and shared staffs to reduce costs and streamline operations.

Despite what your accountant says, one plus one doesn’t always equal two. Strategic planning is critical if you’re considering consolidation. You may find your partners don’t share the same vision and their apparent strengths may not transfer to your practice. Planning assures all parties are aligned and totally supportive of one another. One plus one has the potential to equal three, four or five.

However, since 75 percent of practices have three or fewer full-time veterinarians (according to AAHA research), most don’t have the “critical mass” to excel in this operational excellence category.

Product leadership is characterized by rolling out innovative, high margin products. This may also prove difficult for many veterinary practices since new products often involve adding expensive technology.

Kerry: Anything else we can add about product leadership? This seems a little skimpy to me.
Leaders in customer intimacy tailor their products and services to individual customers. Their goal is to exceed expectations and create long-term relationships.

In my opinion, your competitive battles will be won or lost in this category.

You’re probably thinking, “customer intimacy is what I do best!”

You’re absolutely right.

According to a 1999 survey co-sponsored by AAHA, pet owners were asked to rank the most important factors when choosing a veterinarian. Here’s their list:

1) Veterinarian is kind and gentle.

2) Veterinarian is respectful and informative.

3) Reputation of veterinarian for high-quality care.

4) Past experience with veterinarian.

5) Range of services.

6) Location.

7) Convenient hours.

8) Recommendation from friend or neighbor.

The top four reasons people choose their veterinarians involve customer intimacy.

You’re already close to your customer. The challenge will be to get even closer.

One way may be through market segmentation, moving away from the traditional “we-serve-everybody-who-walks-in-the-door” mentality.

A growing number of veterinarians are already making this shift. A study by DVM Newsmagazine in June reports “veterinary practices are trending toward higher-quality medicine that serves higher-quality clients.”

This year, 31 percent of respondents say they provide high-quality diagnostic medicine and surgery services for clients who base their care on need, not on price. That compares to 19 percent in 1997. Some 66 percent accept all paying clients and perform whatever level of care their clients request. That’s down 10 percent over the same period.

Market segmentation can also involve such things as focusing on senior or overweight animals or those of working couples. This kind of specialization doesn’t require board certification.

Some 1,500 doggie day care centers have opened in recent years. Pet owners spend $6-7,000 a year, almost as much as they spend on childcare. Are there opportunities to capitalize on this trend via partnerships or joint marketing programs?

Seek out market adjacencies where you don’t have to spend additional capital or add staff to grow revenue.

The key is finding ways to differentiate your practice from your competitors.

The Internet can be an easy and inexpensive way to do this. Your quarterly e-newsletter can be tailored to your clients’ individual interests (articles and health care tips about cats sent to cat owners, for example). Software programs allow you to track which articles are read most and forwarded to others. E-mail surveys of your client base are another way to probe for opportunities to identify needs and stand out from your competitors.

Developing a strategic plan isn’t as time-consuming as you think. Get your team off-site and away from the phones. Spend four to eight hours on creating a vision (“what do we want to be when we grow up?”) and strategies to achieve your vision. 

This part, frankly, is easy. Your biggest challenge will be cascading the plan throughout your practice. You’ll know you’ve succeeded when everyone in your organization – from your receptionist to your technicians - can say, “This is our vision... and this is what it means to me.”

Then, I’d recommend something I did at Starbucks. Spend the first three to five minutes of every meeting talking about how that meeting’s agenda relates to your strategic plan. If you can’t make the linkage, cancel the meeting.

Drucker says strategies require absolute commitment and dedication. But they also require an open mind constantly scanning the horizon for new data, changes in the environment and new opportunities. In other words, you should be completely committed to your strategy and ready to change it if circumstances warrant.

Drucker’s website at www.peter-drucker.com is an excellent resource for additional information about planning.

The book “Blue Ocean Strategy: How to Create Uncontested Market Space and Make Competition Irrelevant” by W. Chan Kim and Renee Mauborgne is another valuable resource.

AAHA includes strategic planning as part of its accreditation process. So if you’re considering getting accredited and developing a plan, you can kill two... er, you know what I mean.

Finally, a thought on another important trend in the veterinary industry as it applies to planning: the increasing number of women in the profession.

According to the data, 77 percent of the students attending veterinary schools are female.

The 1999 AAHA-sponsored study reported: “Female, nonprivate practice veterinarians have a lower self-evaluation of their communication, personnel management, business management and marketing skills than males.”

That surprises me because my experience has proven otherwise. Women, in general, are usually better at strategic planning than men. Men will say, “The hell with it. I’ll just put my nose to the grindstone and work harder.” Most of the women I’ve worked with say, “That’s not so smart. I’ve got a couple of kids. I want to get home early. The only way I’m going to do that is by planning and doing a better job of delegating.”

A major research study on gender and leadership of 900 pairs of men and women confirms this. It revealed that women did a better job “setting high standards of performance and the attainment of results.”

Since growth and profitability are the goals of any strategic plan, I also call your attention to the survey of 25 Fortune 500 firms who did the best job of promoting women to high positions. Those firms were 18 to 69 percent more profitable than the median firms in their industries.

That should signal promising (and profitable) news to everyone, men and women, in the veterinary profession.

Of course, that’s just my opinion. 

That and $3.65 will get you an extra large, piping hot cup of caramel macchiato... with plenty of foam.  

At Starbucks, of course!

Editor’s note: Plemmons will conduct an advanced management course at AAHA’s yearly conference on (date) at (place). His two-hour session will focus on “Strategic Thinking for Competitive Advantage: From Innovation to Execution.” 
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