
Benchmarking is designed to
enable a practice to compare and
measure results against better

performing practices with a similar
provider and service mix. For most der-
matology practices, this often proves to
be a difficult exercise since useful spe-
cialty-specific data has generally not
been available. But successful
Dermatology practices are diligent in
gathering, measuring, and managing
information. These practices routinely
compare or benchmark actual operating
results to prior periods, budget fore-
casts, and/or available industry bench-
marks, which helps focus the practice
on continually improving workflow
processes while enhancing physician
and staff productivity. 

In association with Allergan, Inc.,
BSM Consulting (BSM) has completed
benchmarking surveys for several hun-
dred Dermatology practices and is
presently updating the database with full
year 2005 operating results. Practices
participating in the Allergan/BSM
Program complete an initial survey,
which provides basic background infor-
mation on the practice. BSM also
receives financial statements (balance

sheet and income statement), tax
returns, an employee census, as well as
computer generated accounts receivable
aging summaries and physician produc-
tivity reports. Upon receipt, BSM’s in-
house accounting and financial support
staff inputs the information into a report
format that provides a comparison of
historical operating results.  

Results to Date
BSM is in its sixth year of providing
database results with 205, 181, and 138
participating practices in 2002, 2003,
and 2004, respectively. Table 1 provides
a geographic breakdown of participating
practices. Table 2 illustrates the break-
down of practices by number of physi-
cians. Table 3 provides a list of key sta-
tistics presently being tracked. Mean and
median values for 10 key management
ratios are set forth in Table 4.

BSM’s and Allergan’s goal has been to
identify easy to use tools that can facili-
tate practice planning and analysis. By
way of example, one of the ratios
tracked in the database is the collection
rate per patient encounter. To calculate
this ratio, divide net collections from
professional services by the number of

practice visits coded with an Evaluation
and Management (E&M) CPT code.
This would include new patients, estab-
lished patients, and no charge visits. By
limiting encounter data to E&M codes,
you may not be able to necessarily cap-
ture 100 percent of patient visits; how-
ever, BSM is comfortable that the vast
majority of patient visits are being
counted. Tracking E&M codes is rela-
tively easy for most practices and also
provides a consistent measure of annual
patient encounters.

You can determine the collection
rate per encounter for your practice as a
whole or by individual provider.
Tracking inter-doctor trends may reveal
areas of opportunity to enhance the
patient or service mix for individual
providers in a group. You can also use
such a measure as an adjunct to evalu-
ating the “break-even” point for adding
a new provider or opening of a new
location. At the bottom of this page is
an example of a break-even analysis for
adding a new provider. 

As illustrated in this example, the new
provider would need to see between
1,000 and 1,500 annual patient encoun-
ters at an assumed collection rate per
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encounter of $150 in order to cover the
fixed and variable costs associated with
his or her employment. In arriving at a
collection rate per encounter for a new
provider, “discounting” the rate achieved

with more established providers
in the practice may be wise, since
the new doctor may not generate
the same yield from a less
“mature” patient population. 

BSM also tracks statistics
regarding Dermatology practice
employment of mid-level
providers, i.e. Nurse
Practitioners and Physician’s
Assistants. In 2004, approxi-
mately 50 percent of the prac-
tices surveyed employed a mid-
level provider. This is compared
to 40 percent in 2002 and 41
percent in 2003. The median
annual collection rate per full-
time equivalent mid-level
provider was $414,130 in 2004
compared to $374,086 in 2002
and $382,768 in 2003. The sur-
vey suggests that more
Dermatology practices are
employing mid-level providers
and, at the same time, achieving
higher levels of production, as
measured by collected receipts. 

Limiting Factors
There are several limitations in

the survey results. First of all, there may
be some selection bias since the business
consultants of Allergan have identified
participating practices. Due to Allergan’s
account targeting criteria for the bench-

marking program, there may be a greater
concentration of higher income generat-
ing practices with a greater mix of cos-
metic services. Anyone viewing the sur-
vey results should consider this.

Second, there may also be a lack of
consistency in data reporting.
Although, as noted, BSM receives
source documents such as tax returns,
financial statements, and practice pro-
ductivity reports, practices use different
data tracking and reporting systems.
For example, general ledger account
categories for profit and loss statements
vary quite significantly. Oftentimes,
this makes it difficult to identify certain
physician benefits, which are generally
not considered a part of overhead, but
instead comprise an element of the
doctor’s compensation package.

Also, data reporting is based on the
cash method of accounting. Since the
vast majority of practices use the cash
method for both tax and management
reporting purposes, it may be better to
measure results along this same line.
From an accounting standpoint, the
cash method (recognizing revenue
earned when cash is received and
expenses incurred when actually paid)
has the potential to distort operating
results. For example, practices may at
times be counseled by advisors to defer
or delay income recognition or to accel-
erate expenses as a tax planning strategy.
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Table 1. The Participants: Geographic Breakdown of Participating Practices
2002 2003 2004

Location No. of Practices Percentage No. of Practices Percentage No. of Practices Percentage
East 66 32.2% 61 33.7% 46 33.3%
South 72 35.1% 68 37.6% 51 37.0%
Midwest 29 14.2% 21 11.6% 18 13.0%
West 38 18.5% 31 17.1% 23 16.7%
Totals 205 100.0% 181 100.0% 138 100.0%

Table 2. The Practice Mix, BSM/Allergan Financial Benchmarking Survey

Survey Practice Mix 2002 2003 2004
Solo 96 78 59
2-3 MD/DO Groups 82 80 61
4 or More MDs/DOs 27 23 18
Totals 205 181 138

General Financial & Practice Information
• Gross Charges
• Adjustments
• Total Net Collected Revenue
• Operating Expenses
• Non-Provider Payroll
• FTE Support Staff
• FTE Physicians
• FTE Mid-Level Providers
• New, Established and No Charge 

Patient Encounters

Performance Measures and Ratios
• Net Collection Ratio
• Operating Expenses Ratio
• Non-Provider Payroll Ratio
• Net Collected Revenue per Full-Time 

Equivalent (FTE) Support Staff
• Net Collected Revenue per FTE MD/DO
• Net Collected Revenue per FTE Mid-Level

Provider
• No. of FTE Support Staff per FTE Provider
Patient Encounters per FTE Provider
• Net Collected Revenue per Encounter
• A/R Aging Analysis:

0 - 30 Days
31 - 60 Days
61 - 90 Days
91 - 120 Days
Over 120 Days

• Days Sales Outstanding

Table 3. Key Statistics 

             



Improving Performance
Many practices have discovered the
value that benchmarking brings to
improving performance. A successful
quality improvement initiative usually
entails three essential elements:

First, the initiative must focus on a
practice’s core products, services, and
processes. Areas that can yield the most
significant improvements must be isolat-
ed and targeted to focus energy and
achieve optimum results. It is important
to relay these results to all participants in
the project to demonstrate progress and
encourage continued efforts. 

The second key to successful bench-
marking is ensuring that the individuals
who actually perform the work process
under study are involved from start to
finish. These individuals know the
process best and, consequently, will be
most capable of understanding and ana-
lyzing it. When “mandated from above”
(sometimes the case in physician offices)
or when purposes and objectives are hid-
den from those who make the process
work, there tends to be unwarranted

resistance, resulting in findings that will
not be as accurate or reliable as desired.

The third key element in successful
benchmarking is determining how to
apply what has been learned. Unfortun-
ately, this important step is often omitted
from many benchmarking plans. Though
findings may point the way to needed
change, they do not explicitly spell out
the manner in which a practice should
implement changes. As such, you must
invest time on the front end to lay out a
plan that incorporates data gathering and
data analysis along with an allocation of
resources to support implementation of
process improvement.

Hitting the Mark
Importantly, due to the varied nature of
dermatology practices, you should view
comparison in the context of practice cir-
cumstances; service mix, patient demo-
graphics, local market competition, and
other factors greatly influence compar-
isons. Negative variation from the aver-
age or median results does not necessarily
mean the practice must change. On the
other hand, don’t view positive variation
as a license for complacency, either. The
overall objective of benchmarking is
identifying and prioritizing potential
areas of practice improvement. 
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Note: Net collection ratio includes receipts for services and/or goods that may not be included in the practice management system. This may be one factor attributing to the net collections ratio greater than 100%

Table 4. Summary of Tabulated Results From the BSM/Allergan Financial Benchmarking Survey

2002 2003 2004
Performance Indicator Mean Median Mean Median Mean Median

A/R Aging Analysis
0 - 30 Days 54.8% 57.0% 53.8% 56.7% 59.3% 61.5%
31 - 60 Days 15.9% 14.5% 16.7% 15.2% 16.6% 14.8%
61 - 90 Days 7.4% 6.8% 7.8% 7.0% 6.6% 6.0%
91 - 120 Days 7.9% 4.7% 9.1% 4.8% 7.4% 3.9%
Over 120 Days 14.0% 14.3% 12.6% 12.3% 10.1% 9.1%

Days Sales Outstanding 38 35 38 35 35 29
Net Collections Ratio (1) 101.0% 100.3% 98.8% 98.7% 100.1% 99.7%
Operating Expense Ratio 51.5% 51.8% 53.3% 52.4% 52.6% 51.6%
Non-Provider Payroll Ratio 17.7% 17.5% 17.9% 17.6% 17.5% 17.3%
Collections per FTE Support Staff $184,041 $163,804 $193,180 $172,387 $214,909 $187,868
No. of FTE Support Staff per FTE Provider 5.30 5.00 5.21 4.81 4.95 4.65
Collections per FTE MD/DO $919,731 $843,003 $1,070,588 $994,473 $1,118,001 $1,030,759
Patient Encounters per FTE Provider 5,255 4,868 5,024 4,625 5,053 4,601
Collections per Encounter $188 $163 $206 $172 $221 $183

New In Your Practice
Breaking Barriers. Barrier Therapeutics recently announced the FDA approval of Vusion Ointment, the first
prescription treatment for diaper dermatitis complicated by candidia-
sis in infants four weeks and older. According to Barrier, in a phase
3 trial, more than twice the percentage of patients treated with
Vusion achieved the primary endpoint of elimination of the yeast
and complete clearing of all signs and symptoms of the disease at
day 14 compared to controls.
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