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ABSTRACT
The aim of this research was to examine traditional small animal veterinary practice in the context of the current business environment and to critically analyse emerging trends, how these were impacting on practices and how veterinary practices were achieving and maintaining competitive advantage.

The literature review used veterinary journals, reports and publications to provide background detail to the profession, to look at trends in the business environment and potential threat. Porter’s Five Forces Model was used to provide a framework for the analysis of these. In addition, the literature was also reviewed and synthesised to summarise what practice owners were doing to achieve and maintain competitive advantage with Porter’s Generic Strategies used to provide the framework.

The research aimed to examine the extent to which the views, opinions and practices of traditional small animal veterinary practice owners matched those in the literature. 
A qualitative methodology was adopted. This was selected because there was little existing empirical research into the small animal veterinary business and few existing hypotheses to test. In addition, the aim of this study was to build theory not to test it.
The main research tool used to gather the primary data was a semi-structured telephone interview. This was supplemented by the use of a questionnaire.

12 respondents were selected using a convenience sample. Respondents were selected because they were all qualified veterinary surgeons. All were currently were partners in practices which were either wholly or mainly small animal. The use of telephone interviews also enabled respondents from a wide geographical area to be included.
The study was started in September 2008 with the literature review completed by April 2009. The interviews were conducted over a three week period during May/June 2009. Notes were made during the interviews and these were then distilled and summarised.

The respondents described a range of trends and potential threats to small animal practice that mirrored those outlined in the literature review.

For the practice owners in this study, the two most important trends were the increase in overheads and the reduction in the sale of healthcare products. In addition, the two most significant threats were identified as the growth of internet pharmacies and the decline in client spending power.

Respondents were all pursuing a differentiation strategy and were using promotional strategies to enhance customer relations, although some scepticism was evident.  It was also evident that the current economic climate was impacting on small animal veterinary practice and adding to the competitive rivalry that exists within the sector.

This study makes a series of recommendations to address the open competition which exists within the sector and to support practice owners in the development of business skills and management. Finally, recommendations are made for future research. The lack of existing empirical research dedicated to this sector means that there is enormous scope for developing further projects to inform practice.

1.0  INTRODUCTION
The theme of the British Veterinary Association’s (BVA) 2008 conference, was ‘Vets in a Changing Environment’ (BVA, 2008). The aim of this study is to examine traditional small animal practice in the context of the current business environment and critically analyse the emerging trends, how these are impacting on practice and how practices are achieving and maintaining competitive advantage.
The objective of this chapter is to evaluate background detail in order to analyse traditional small animal veterinary practice in the context of the industry as a whole.
1.1 Veterinary Surgeons
‘Veterinary practice became a profession distinguished by the title ‘’veterinary surgeon’’’ in 1844 (RCVS, 2008a). The profession is overseen by the Royal College of Veterinary Surgeons (RCVS) which was established by Royal Charter in 1844. In order to practise in the UK all vets have to hold the status of MRCVS (Member of the Royal College of Veterinary Surgeons). This is a qualification that is examined. The RCVS confer the ability to award this qualification to all UK vet schools through a system of accreditation and inspection.

Vets from outside the UK who wish to practice here, still have to hold MRCVS status. This is either conferred through graduating with a veterinary qualification from a recognised university or obtained through additional MRCVS examinations (RCVS, 2008g)
The RCVS is the regulatory body for the veterinary profession. It has three roles. Firstly it is the statutory regulator, keeping a list or register of practitioners eligible to practice in the UK and it also regulates professional conduct. Secondly, it has a role in education and it acts as a college having the ability to award fellowships, diplomas and certificates. Finally it works as a trust to further the practice of veterinary medicine. (RCVS, 2008b)

According to the RCVS (2008c), the Veterinary Surgeons Act 1966 (Section 19), states that only members of the RCVS may practice as veterinary surgeons. ‘Veterinary surgery is defined within the Act as encompassing the ‘’art and science of veterinary surgery and medicine’’ which includes the diagnosis of diseases and injuries in animals, tests performed on animals for diagnostic purposes, advice based upon a diagnosis and surgical operations which may not necessarily form a part of the treatment’.
In March 2008, there were 22,754 vets registered with the Royal College and holding the MRCVS qualification. 16,137 were practicing in the various sectors (RCVS, 2008e).

RCVS (2008e) data (see Appendix 1) shows that vets practising in the UK work in a number of different fields. 856 vets were working for the government. These professionals would take an overview of the nation’s animal health and welfare, especially for public health in food production and protecting the public against epidemic through boarder control and transport regulation.  
812 were working in education establishments or research institutes, training the vets of the future or undertaking research to further understanding of veterinary medicine. 266 vets were working in associated industries and commercial organisations like pet food manufacturing, pharmaceutical industry in roles like advisors and managers. Finally, nearly 400 work for charitable organisations like the PDSA or the RSPCA involved in providing treatment for animals or raising standards of welfare like those involved with the Dog’s Trust (RCVS: 2008e).
However, all of these divisions together only account for 14.8% of the 16,137 vets practicing in the UK in March 2008. 85% (13,736) of the vets practicing in the UK in March 2008 were in general practice. (RCVS 2008e).
Figure 1 shows that general practice is subdivided into four categories and illustrates the percentage of practices in each category: farm animal; equine; mixed animal and small animal.
Farm animal and equine practice categories are self explanatory. The figure shows that the majority of vets who work in general practice work in small animal practices. These ‘usually care for companion animals, such as dogs and cats, but also treat birds, reptiles, rabbits, ferrets and other animals that can be kept as pets’  (Juggling Cats, 2008). 

Mixed animal practice would involve vets seeing both the companion animals listed above and they would also deal with large animals like cattle and sheep.

This research study focuses on the small animal or companion animal general veterinary practice as this category accounts for the majority of veterinary practices (RCVS, 2008e).
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Figure 1: Breakdown of UK Veterinary Practice Categories 
(RCVS, 2008e)

The traditional small animal veterinary practice would usually be owned by a vet or a group of vets in partnership and would be the veterinary equivalent of the medical general practice. These days, in addition to clinical care and treatment, practices offer a range of additional services e.g. preventative healthcare assessments, puppy parties, grooming, diet sales, ancillary sales such as leads and collars, all of which contribute to the income of the business.

Within the small animal sector, provision has diversified and in addition to general practices, there are now:

· Specialist referral practices offering specialist advice and treatment e.g. orthopaedic clinics, dermatology clinics

· Clinics that focus on specific animals e.g. cat only clinics. These are known as single species clinics
·  Limited service providers e.g. neutering clinics or vaccine clinics
· Practices which cater for a specific market segment e.g. budget clinics

· Out of hours emergency clinics

· Charity clinics run by organisations like the RSPCA, NCDL and PDSA

Further changes are taking place as a result of the growth in veterinary paraprofessionals. In the past, the only two paraprofessionals that worked in conjunction with the veterinary surgeon were the veterinary nurse and the farrier. Now other groups, like physiotherapists and osteopaths, which have their own code of conduct, offer a service which complements the work of the vet. Further groups like cattle hoof trimmers, alternative therapists, equine dentists, ultra-sonographers are also moving into the market. Some of these groups work under exemptions in the Veterinary Surgeons Act. However, the whole issues of veterinary paraprofessional is a grey area (Lee, 2006)
Due to changes in regulation, a veterinary practice can be owned by a non-veterinary surgeon as long as a veterinary surgeon is employed to carry out the acts of veterinary surgery. This deregulation has, in part, led to the growth of the large corporate veterinary practice in recent years.
A survey of the profession for the RCVS (IES, 2003) noted a number of trends. Firstly the survey stated that the need for vets would increase. This was due to two factors. Firstly, the increasing number of female vets wishing to pursue part time working or have career breaks meant that more vets would be required to cover the available work. In addition, the average number of hours worked per week by practitioners was decreasing as vets sought to achieve a better work life balance and reduce their on call commitments. In summary, the number of vets would need to increase even if the ‘workload remained the same’.

IES (2003) also studied the demand for the services of a vet. Some factors indicated the likely decline in the need for veterinary services. The report cited a British Market Research Bureau survey that stated that dog ownership was declining. The decline in the need for veterinary services was also due to the increase of other allied workers who were able to undertake some of the work of the veterinary surgeon.

Other factors indicated a likely increase in the demand for services. Firstly, although dog ownership is decreasing, ownership of other animals e.g. rabbits and hamsters is increasing. In addition, practices are able to offer a wider range of treatment and preventative healthcare. This, coupled with rising client expectations, led to the conclusion that there would be an increase.
Balancing all of the factors, the report concluded that there would be a small increase in the demand for services, but a big increase in the demand for veterinary surgeons.

1.2 The Business Environment
Veterinary Surgery is a vocation and the vet has an ethical obligation to the animal. However, it is also a business and needs to be able to meet its obligations to staff. This can lead to conflict between the pressure to ensure the business is profitable and the need to remember that the animal is more than a source of income (Bradley, 2008).  
With the majority of veterinary surgeons working in clinical practice, the labour market for vets is driven by the market for veterinary medical services which comprises mainly of animal owners. Payment within the market takes the form of fees for services and products provided (Lloyd, 2006).  Lloyd (2006) cited Friedman who describes the market as a ‘monopolistic competition’. Sloman and Sutcliffe (2004: p213) describe this as ‘a market structure where … there are many firms and freedom of entry to the industry, but where each firm produces a differentiated product and thus has some control over price’.
Considering that the majority of veterinary graduates go on to work in the private sector, a review of the veterinary school course prospectuses for 2008 revealed that only Nottingham Veterinary School offered any business related training for undergraduates (see Appendix 2 for an overview of courses). Trawling veterinary journals and publications revealed that continuing professional development focused on the clinical aspects of veterinary medicine, not the business aspects. 

For veterinary surgeons, there is a tension between being a vet and running a business. Carter (2009) cited Hillman who stated, ‘a major stress when vets come into practice is that they are suddenly thrust into a harsh economic world’. Tiffin (2005a) argues that vets need to ‘accept that theirs is a retail business … selling services, products and the hard-won skills to the public’.

This could account for why the number of written requests for advice from the RCVS was higher for issues related to the running of the business that for any other category listed by the RCVS. (RCVS, 2008e). (See Figure 2)
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Figure 2: Number and Category of Complaints and Written Requests for Advice Received by the RCVS (RCVS, 2008e)

Most traditional small animal veterinary practices would be classed as small businesses (DTI, 2005). Gurau (2004) argues that small businesses have characteristics that make them different to larger businesses. These are summarised as:

· Having limited available resources which limits the potential for growth

· Managed in an entrepreneurial style. Usually management is by the owner-manager who has a general knowledge of business rather than managed by experts

· Have limited influence on the external environment which makes them vulnerable to change and competitive threats.
Bridge et al (2003) also describe a range of features:

· Management often lies with one person avoiding conflict between different functions within the business.
· Managers tend to learn on-the-job and develop a deep experience rather than a broad objective and informed knowledge and understanding.

· Money invested in the business is often personal money which can lead to a reluctance to spend and a lack of long-term strategy

· Discontinuities exist within the businesses as their limited resources mean that they lack the flexibility or capacity to cope with additional demand or growth
· Systems and procedures can often be informal and idiosyncratic as their size means that they do not need to formalise these.

In addition it is also difficult for small businesses to achieve economies of scale (Sloman and Sutcliffe, 2004). These factors also limit the potential for growth (Jones and Tilley, 2003)
However, small businesses also have distinct advantages. Being small they have the flexibility to adapt quickly to changes in the business environment. They are also able to offer personal levels of service and after sales service. They can also trade efficiently, avoiding some of the diseconomies of scale of larger organisations. Finally, they can operate in niche markets and due to the entrepreneurial nature of many small business owners, innovation is often associated with small enterprise (Sloman and Sutcliffe, 2004).
For Gibb (2000), the management of relationship with the key stakeholder groups is vital to the success of small businesses and fundamental to the survival and growth of the business. For traditional small animal veterinary practices this would not only mean networking between practices, but also managing customer relations.

Some authors are sceptical about existing research and theory. Gibb (2000) would argue that despite the increase of academic knowledge with reference to SMEs, and indeed perhaps because of it, there has been ‘ a growth of ignorance’ and he argues that literature needs to be viewed with caution. This view is supported by Carter and Jones-Evans (2006) who state that although the literature provides a frame of reference, there is no real ‘integrated theory’ of the small business or business growth.

Finally, Carter and Jones-Evans (2006) stress that in order to understand the competitive environment, small businesses need an understanding of the features and characteristics of the market or sector in which they operate.

1.3 The Current Situation
In 2008, Alistair Darling, the Chancellor stated that the current economic climate was the worst for the last 60 years and predicted long-lasting challenges (politics.co.uk, 2008). A Price Waterhouse Survey which looked at the impact of the economic downturn, found households planning to cut spending and forecast problems for businesses (The Times, 2008)
Cooper (2008), cites a survey conducted by the Veterinary Business Agency (VBA) which suggests that the current economic climate is having an impact on the small animal veterinary practice. 76% of vets surveyed were indicating that income had not gone down, 24% had seen a drop in business and 96% noted an increase in the cost of overheads. The report was also highlighting a ‘drop in client numbers’ which will lead to increased competition. Sims (2009) highlighted that record numbers of dogs were being handed in to animal charities as the owners could no longer afford to keep them.
The Fort Dodge Index (FDI) is a benchmarking analysis of data from a cross section of small animal practices across the UK. The final report for 2008 (Fort Dodge, 2009) highlighted lower growth than previous years. (See Table 1). In 2008, turnover growth was down by 2.1% from the 2007 figure. Both active clients and active patients had fallen, as had the frequency of client visits. This downturn had been mitigated by a rise in the average transaction value (ATV) which has been derived from increases in prices for products and services and due to increasing productivity per vet.
	TURNOVER
	December

	
	2004
	2005
	2006
	2007
	2008

	Turnover Growth %
	7.9
	6.0
	6.3
	6.3
	4.2

	Transaction Growth %
	2.65
	0.9
	1.5
	0.9
	-1.8

	Active clients/ Vet
	1,055
	1,034
	1,026
	998
	997

	Client Growth %
	0.25
	0.5
	0
	0.6
	-1.2

	Active Patients/ Vet
	1,648
	1,589
	1,573
	1,527
	1,519

	Patient Growth %
	-0.37
	0.1
	0
	0.5
	-1.2

	Client Visit Frequency
	6.2
	6.1
	6.1
	6.15
	6.0

	Average Transaction Value
	£30.13
	£31.65
	£33.35
	£35.13
	£38.72


Table 1: Key Performance Indicators 2004 – 2008 (Fort Dodge, 2009)
The FDI for 2009 (Fort Dodge, 2009) indicates a pessimistic forecast with reduced consumer, and economic, confidence. The reports also highlights some of the threats, in addition to the economic climate, that are causing concern and could lead to further falls in income. 
These include the recommendations of the Competition Commission regarding the sales and reclassification of veterinary medicines which have led to greater competition. In response, some vets have increased their professional fees to offset income lost through the sale of drugs and anti-parasitic products (Lambert, 2006).

Loss of revenue form the sale of drugs has also been compounded by the growth of internet retail. This has further reduced income from leveraged sales i.e. preventative healthcare products, diets, flea and worm products (Fort Dodge, 2009).

 Veterinary practice is also having to cope with changes in society which are leading to changes in the pattern of pet ownership (Lambert, 2006). According to the Pet Food Manufacturers Association (PFMA) (2008), 43% of the population in the UK own a pet. However, there are changes to the patterns of pet ownership, with an overall decline in pet numbers (Lambert, 2006) and static or reducing client numbers (Fort Dodge, 2009). 
There is also evidence of more ‘customer churn’ as clients behave more like consumers, shopping around for services and it is also becoming more common for clients to use more that one vet, including a practices top clients or ‘bonded’ clients (Lambert, 2006). 
Added to this, the small animal veterinary sector is becoming more competitive (Fort Dodge, 2009). This is due to existing practices expanding, new practices opening, diversification within the sector and the growth in corporate practice (Fort Dodge, 2009). This growth, together with increased competition from retail outlets like supermarkets and pet shops, as well as the internet and an increase in the number of graduates has increased leading to more competition on price  and service (Lambert, 2006).

This growth is unchecked, in so far as there is no system for monitoring or limiting the number or location of veterinary practices within an area, allowing direct competition within the sector.

Lambert (2006) argues that these factors all combine to weaken the bond between the client and the veterinary surgeon. This is also compounded by moves within the profession to improve work-life balance by shifting out of hours care to external providers. 

The FDI warns that ‘unless practices adopt new strategies to retain client and patient numbers, ongoing erosion of practice turnover and profitability will occur’ (Fort Dodge, 2009).
During the economic downturn, and in response to the increasing competition within the sector and changes currently impacting on the profession, the key marketing challenge for practices is to: ensure they maintain their client base or minimise client losses; work to increase the frequency of visits and the amount spent per visit; ensure fees and charges are competitive; give high priority to marketing and promotion; ensure the business is running efficiently and costs are kept to a minimum all within the context of decreasing pet ownership (Fort Dodge, 2009).
1.4 Objectives of the Study
Having analysed the background to traditional small animal practice and the current business environment within the sector, the objectives of this study are to:

· Evaluate background detail in veterinary practice in order to analyse small animal practice in the context of the industry as a whole

· Critically review available literature to set small animal practice in the context of the current business environment and economic climate and look at emerging trends

· Collect and analyse the views of practitioners on the current business environment, emerging trends, current issues and current business practices

· Analyse the strategies practitioners are employing to maintain competitive advantage in the current business environment

· Evaluate the impact of current business strategy and make recommendations for future improvement
2.0 LITERATURE REVIEW

Chapter 1 provided background detail to the traditional small animal veterinary practice and set it in the context of the profession and the current business environment.

The objective of this chapter is to critically review available literature to set small animal practice in the context of the current business environment and economic climate and look at emerging trends which are impacting on traditional small animal veterinary practice

2.1 The Competitive Environment
One of the ‘most useful frameworks’ (Hooley et al, 2007) for analysing the competitive environment of an organisation is Porter’s Five Forces model (see Figure 3). Porter identified five forces which interplay to ‘determine industry profitability’ (Porter, 2004).  This model includes all ‘players in the value chain (Hooley et al, 2007) and works at the level of the strategic business unit (Johnson et al, 2006).
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Figure 3: The Five Forces That Shape Industry Competition. 
(Porter, 2008)

According to Porter (2004), each industry is unique and the strength of these forces varies from industry to industry. The objective of the literature review is to analyse the strength of these forces in the traditional small animal veterinary sector. (See Appendix 3 for a summary of Porter’s Five Forces in the context of traditional small animal veterinary practice)
2.1.1 The Threat of New Entrants
Lloyd (2006) describes the veterinary sector as a ‘monopolistic competition’. A feature of this type of market is the freedom for new firms to enter the sector (Sloman and Sutcliffe, 2004).  However, the threat of entry will depend on the extent of barriers (Johnson et al, 2006). When considering the amount of specialist knowledge and education required to be a veterinary surgeon and the cost of that education, barriers to entry are high. However, there are no controls in place to limit the number or the location of veterinary practices and new entrants are attracted by ‘high returns’ (Lee, 2006).

Traditionally, entry into small animal general veterinary practice ownership has involved setting up a new clinic. This entails high capital set up costs including the purchase of specialist equipment and premises. Alternatively, it is possible to buy an existing business or a share of an existing business. According to The Veterinary Business Journal (VBJ), the sort of figure vets could expect to pay for buying into a practice is 250k (VBJ, 2006a) which is a significant capital investment and presents another barrier to entry 

As a small business, small animal general practice does not benefit from economies of scale and, given the current economic climate, it could be argued that new entrants could experience difficulty achieving sufficient market share to be competitive or meet the needs of cash flow (Lee, 2006).

In 2006, Lee saw the sector as ‘attractive’ with an estimated 12% return on investment. Wall Beckham (2008), stresses that new entrants can ‘shake up an industry’, with some businesses losing market share or incurring costs defending their position. There is already evidence of increasing competition within the sector (Fort Dodge, 2009) due to a number of factors which are beginning to attract new entrants into the market despite the barriers (Fort Dodge, 2008). 

One of the key factors is a change in regulation governing ownership. Traditionally, small animal general practice was run by a single vet or vets in a partnership. Practices could be single site outlets or multiple sites which could be based on several models e.g. a primary site and a series of branch surgeries, staffed by the partners and assistants.

Following a challenge to the RCVS over practice ownership in 1997, (Moran, 2007) new regulations have removed this barrier to entry. Now it is possible for practices to be owned by non-veterinary surgeons, provided the acts of veterinary surgery are carried out by a registered vet to comply with the Veterinary Surgeons Act.

There is also evidence that small animal practice is diversifying and bringing new entrants to the sector. In addition to the traditional small animal practice providing a general first referral service, there are now specialist clinics or ‘referral practices’ (RCVS, 2008c), including university departments which offer specific treatments like orthopaedics or dermatology. 

Some new entrants have developed a focus on a specific aspect of general practice like neutering or vaccines. These are known as ‘limited service providers’ (RCVS, 2008c). There has also been a growth in budget clinics, which offer a pared down service. These are aimed at those without the ability or wish to pay for treatment in the general clinic, but who do not qualify for treatment through animal charities.

Vets are obliged to provide care for animal around the clock (RCVS, 2008c). In the past, vets would have provided their own out of hours care. Over the last few years, due to factors including ‘health and safety issues; the desire for an improved work-life balance and veterinary and animal density’ practices have found it more difficult to operate their own arrangements (Nute, 2008). The Working Time Directive, also makes it difficult for small practices to stay within the regulations and, although the UK opt-out clause is applicable, there is an increasing move, both within the profession and via European regulation, to remove this facility. (Dudley, 2008a). These changes have led to another new entrant into the sector – the dedicated out-of-hours emergency care clinic (Dudley, 2008b).

The change in regulations regarding ownership paved the way for the growth of the corporate veterinary practice (Veterinary Review, 2006).  The aim of corporate practice was to capitalise on economies of scale and add value for stakeholders (Moran, 2007) with the strong brand image benefiting the business (VBJ, 2006a). 

Moran (2005) argues that corporate practices are an opportunity not a threat, as they help to improve services and keep prices down. Models of ownership of corporate veterinary practices vary, but in essence, the vets manage the clinical aspects of the practice and the corporate owner provides expertise in terms of administration and business management. 

Companion Care, a corporate providers and a subsidiary of Pets at Home pet retailers, was started in 1990s. The organisation introduced the joint venture partnership (JVP) model of ownership which Jane Balmain, Managing Director had seen working in her previous post with optical market corporate, Vision Express (VBJ, 2006a)
Vets4Pets, also uses the JVP model. The company was started by a practitioner and Peter Watson who was business development manager at Specsavers and Managing Director of Vision Express. His vision for the company was to ‘build a nationally recognised brand’ (VBJ, 2004).

The JVP model involves the partners owning 100% of the profits of the business with the corporate taking a management fee based on a percentage of gross turnover for supporting aspects of the business like accounting, human resources, IT, training. VBJ (2006a) quotes Balmain who argues that this model frees the practitioners to focus on the quality of the veterinary care they provide, which could be argued to suit vets who are more interested in animal care than with the management and administration of a business. 

It also offers the advantages of low investment, enabling vets to buy into practice earlier than might otherwise have been the case  (VBJ, 2006a) thus and removing a barrier to entry. In addition, there is no long-term commitment, excellent professional development opportunities and the ability to negotiate terms of employment which can also include management and leadership responsibilities. There is also the possibility of performance related pay and the option to move to new locations within the organisation (Sheridan, 2005). 

The size of the company means that it has the scope for negotiating discounts from suppliers of items like medicines, uniforms and equipment and cost efficiencies are possible in areas like marketing.

With established JVP practices selling to new partners at good prices, this model could be argued to be working (VBJ, 2006a). However, there are also disadvantages as there are no opportunities for equity share or advancement to board level. In addition, vets have to be team players and ensure they comply with the corporate ethos and values and of course the vets would not have the benefits of sole ownership (Sheridan, 2005).

A letter in the Veterinary Times (2009) from a joint venture partner in a corporate practice, points out the disadvantages which blur the lines between being a ‘boss’ and an employee. It stated working hours were long and time off due to sickness was not possible. Financially, the arrangement also brought problems. Lower pay compared to vets in independent practices was identified and the practitioner was finding it very difficult to service the debt on the practice as the corporate owner was taking a chunk of the income even when the business was not in profit. This meant that it was not possible for the practice to take on an assistant to share workload.

In the UK, there is only one corporate that has been floated on the stock exchange, CVS Group which floated in 2007 (Viner, 2008). The first full year results showed ‘revenue surging by 59% but profits sliding by 84% because of higher administrative expenses’.

Jack (1994) argues that the profit motive of non-veterinary shareholders could lead to poor standards of veterinary care in order to maximise income. He cites the corporate Veterinary Centres of America whose rapid expansion was seen as a threat to smaller practices. There is concern that the larger practices could wipe out small practices and create a monopoly that would be detrimental to public interest.

At the ‘Postcards from the Future’ event held in 2006, Watson of Vets4Pets, stated that in the future he thought more vets would be working in ‘large corporate-owned super practices and that the veterinary industry would follow the same model as the optical industry (VBJ, 2006b)

In 2006 the ‘pioneering’ corporate, VPI, went into administration due to competition which left it unable to build a ‘viable base’ (Moran, 2007). More businesses in the sector could face the same problem with segmentation providing wider choice for clients, but also having the potential of reducing market share or making it impossible for practices to establish a viable customer base.

Getz (1997) argued the veterinary profession was unlikely to become more attractive unless the number of entrants was scaled back. He was talking about the number of new graduates entering the profession. Since that time the situation has been exacerbated by the fragmentation of the sector.

2.1.2 The Threat of Substitutes
In a broad sense all firms compete with others who offer substitute products (Porter, 2004). Substitutes can take a variety of forms and come from within the industry, for example technological advances, or from outside (Wall Beckham, 2008; Lee 2006). Substitutes reduce the demand for a product (Johnson et al, 2006) and limit the potential returns (Porter, 2004). 


The traditional small animal practice offers a range of services and products which are vulnerable to substitution. These can be categorised as substitutes-in-kind and substitutes-in-use (Lee: 2006). Substitutes-in-kind involve products and services that are similar. Different practices may use different antibiotics, but essentially they do the same job. Substitutes In use address the same client need, but through a different channel e.g. homeopathy as opposed to conventional clinical care.

Substitutes-in-kind
These would be in the form of veterinary procedures, medicines and health care products like wormers and diet. According to the FDI, drug sales accounted for 40% of turnover and leveraged sale ( which would include the health care products) accounted for 31% (Fort Dodge, 2009). These income streams are under threat from a number of substitutes.
Veterinary medicine is a private system with no government subsidy. Prior to 2005, veterinary medicines came under the same law as human medicines - the 1968 Medicines Act. This was disapplied in October 2006 and replaced by the Veterinary Medicines Regulations which are updated annually (Cockbill, 2007).

Revision to the regulations governing the supply of veterinary medicines was the result of a lengthy enquiry following complaints from animal owners about the high price of prescription only medicines. It was argued this could compromise animal welfare as clients might be deterred from using medicines (DTI, 2005) or they might use the ‘black market’ (MAFF, 2001). 

Following an investigation, a report, known as the Marsh Report 2001 (MAFF, 2001) was published which was an independent review of the classification and sale, availability and price of prescription only medicines in the UK (National Office of Animal Health, 2008b). A Competition Commission Enquiry, under the Fair Trading act of 1973 (DTI, 2005) followed. 

This was initiated by the Director General of Fair Trading and involved the Competition Commission investigating the possible existence of monopolies within the supply of veterinary prescription only medicines (POM-Vs) (OFT, 2001). They also investigated the regulation of POM-Vs, the business methods of veterinary wholesalers and the pricing structure used by vets, which involved charging high prices for medicines in order to subsidise lower consultation fees (DTI, 2005)
The Competition Commission report submitted in 2003 concluded that a scale monopoly existed within veterinary wholesale. In addition a series of complex monopolies were identified which together, ‘restricted competition more than was necessary’ and were not in the public interest (Competition Commission, 2003).  

In response to the report and the inquiry, The Supply of Relevant Veterinary Medicinal Products Order was introduced on 31st October 2005 (Tiffin, 2008). As a result:

· Veterinary surgeon are required to provide clearer information about the price of medicines

· Veterinary surgeons must ensure that clients know they can ask for a prescription and source medicines elsewhere (Fearon, 2008)

· Manufacturers and wholesalers must ensure that pharmacies have access to veterinary medicines at the same price as vets themselves (DTI, 2005)

· There is an annual consultation on the reclassification of medicines. Any party that offers appropriate evidence can request a reconsideration of the classification (MAFF, 2001).

The recommendations of the Marsh Report and the Competition Commission inquiry were designed to use market forces to drive the cost of veterinary medicines down (DTI, 2005), open up competition and curtail restrictive practices enabling pharmacies to compete and ensure that client choice was widened (Competition Commission, 2003).  The changes, aimed at ensuring even-handedness’ and bringing the UK in line with Europe, (Tiffin, 2008) created an atmosphere of ‘uncertainty and commercial concern’ within the profession (Fearon:2008)

In addition, vets were required to provide prescriptions free of charge for three years until October 2008 to allow time for other suppliers to ‘establish themselves as competitors’ (RCVS: 2008f). During this period vets were not allowed to charge for prescriptions, but could to make a reasonable charge in their consultation fee for their time in advising clients in the use of medications (RCVS 2008c).

The ban on charging for prescriptions has now been lifted and veterinary surgeons are, once again, able to charge for prescriptions (RCVS: 2008d). However, prescription charges are still under scrutiny to ensure that vets do not overcharge or collude with other vets to set prices.

During the ban, some clients accessed medicines from substitute sources. These clients were predicted to return to using the vet when charges were reintroduced (Waddle, 2008a), but vets also need to avoid high charges as this would encourage clients to continue to access medicines from elsewhere (Woodbine, 2008a)

Pharmacist organisations welcomed the opening up of this ‘lucrative market’. However, despite the early promise of the market, there has not really been the increase in business expected by pharmacies (Veterinary Pharmacist, 2007). By February 2008, there were mixed reports about the impact of the ban. Some veterinary practices reported seeing a low or ‘negligible effect’, whilst others had reported a more ‘significant effect’ (Woodbine, 2008b).  

Woodbine (2008b) cites Partridge who argues that the public have not been convinced of ‘the benefits’ that purchasing medicines from pharmacists or other suppliers may have, as ‘opposed to the quality of service and care they can obtain from their local veterinary surgeon’.  Dudley (2008a) explains that the prescription is just part of a process. The whole package of dispensing, when carried out by a vet, involves ensuring clients understand aspects like the correct dosage. Tiffin (2005a) argues that client convenience and inertia’ will ensure that practices will retain most of their prescribing services, but will have to become more competitive in terms of cost

There is evidence of disquiet in the veterinary press where questions have been asked about whether pharmacists are dispensing cheaper substitute generic products instead of the veterinary medicines listed on the prescription (Woodbine, 2008a). This would contravene the veterinary dispensing regulations (VMD, 2008a; VMD 2008b).  Woodbine (2008a) cites Blayney who argues that this could compromise animal health and questions whether pharmacists have the appropriate knowledge. It is situations like this that the profession could exploit to fend off substitute providers and ensure that public confidence remained with the vets themselves.

The new ruling on the annual revision of the distribution categories is having an impact. By 2007, some of the popular healthcare products like Advantage and Frontline had been reclassified (Veterinary Medicines Directorate, 2007) and were available from other retail outlets. By February 2009, seventy POM-V products were being considered for reclassification (Cooper; 2009a). This, together with the challenge to the sale of healthcare products, represents a significant threat to an important source of income for small animal practices.

It could be argued that the potential value of the veterinary medicines market has yet to be realised. Although the Veterinary press argues that the animal medicines market is much smaller than the human market (Veterinary Practice, 2008). A survey for National Office of Animal Health has revealed that the public awareness of medicines and particularly vaccines is growing. 80% of the people surveyed stated that they knew animals could be treated with medicines a rise from 58 two years earlier and 74% stated they knew animals were vaccinated (Veterinary Times, 2008). Therefore, it could be argued that although the market is small it has the potential for further growth.

The veterinary press is clearly concerned about the impact of the ban on prescription charges, but the main concerns seems to be not with high street pharmacies, but with the impact of the internet pharmacy as a substitute source of veterinary medicines. 

As a result of the changes to veterinary medicines regulations, the market has also opened up to the internet provider. Lee (2006: p285) sees the online pharmacy as the ‘most dramatic substitute’ for traditional veterinary care. ‘From the client’s perspective, the product they receive seem identical to that dispensed by their veterinarian, only the distribution channel has changed’.
By 2009 18.3 million households in Great Britain (70%) had internet access an increase of 1.85 million households since 2008. 64% of users had purchased on line (National Statistics Online, 2008). 
This growth in internet retail has lead to the rise of the internet pharmacy which sells medicines on line and which, according to Adams and McCrindle (2008), are ‘gaining a presence’. They cite data from the National Audit Office which suggests that 600,000 people had bought prescription medicine over the internet and with the growth in internet shopping this figure is likely to rise.

Dudley (2009) described the internet as a ‘menace’, but Woodbine (2008a) cites Darlington, managing director of Bestpet online pharmacy who claims that so far, success has been minimal with internet pharmacies achieving about 1% of the market and that the 1% is made up of one third medicines and two thirds health care products like flea treatments. Others argue that it is still early days and the market is ripe for growth over the next five years (Fearon, 2008). 

Coe (2008) cites Thomas, owner of Petmeds, an online pharmacy who states there have been a number of new entrants but these have not hit his growth. However, he warns that prices for products are already low and there is little room for companies to compete on price. 

In a recent survey of 100 vets, the majority from small animal practices, 50% thought there would be a significant increase in the number of clients purchasing POM-Vs online in the next five years and 61% believed that these would soon be available from supermarket websites with the potential for home delivery. 59% believed that insurance companies would start supply medicines through the internet (Fearon, 2008)

Further increases in internet sales may result from some internet pharmacies working with insurance companies to set upon a system where clients can order medicines on line without paying (Coe 2008). Some manufacturers of pet food have added links to internet pharmacies to their promotional material (Waddle: 2008a)

For the client, internet pharmacies are convenient and enable customers to shop for the best price (Coe, 2008). With online pharmacies offering the same product up to 50% cheaper than veterinary practice, the savings afforded are likely to be a strong driver in increasing Internet sales (Waddle 2008a), particularly for owners on low incomes or of animals with chronic conditions were the cost of medicines is a concern (MAFF, 2001) enabling owners to afford treatment for longer (Coe, 2008). 

However, for the treatment of acute pet illness, purchasing medicines on the internet is not a viable option as products have to be sent by post. In these circumstances, speed is important and it is vital that dosing is complied with and the animal monitored. 

Much of the debate, and the available literature, focuses on the sale of human medicines, but there is growing concern within the veterinary profession. Fitzgerald (2008), operations director of the VMD stated that both human an veterinary medicines have the same issues of trying to ensure that what is sold is done so by the right people to the right people with all the appropriate controls in place.
The use of the internet to source medicines makes it more difficult for vets to track and monitor the patient, the use of the medicines and how the patient is responding to treatment. This could lead to problems (Caulfield, 2008; Coe, 2008).

Problems could also arise when the owner is too embarrassed to tell the vet that they have bought medication on line. This could endanger the animal and cause problems with future treatment (Caulfield: 2008)

Some Internet pharmacies have high ethical standards and will only dispense medicines following sight of a prescription. However, there are issues about regulation and a tension between the freedom of the internet and the scope for abuse (Whysall, 2000).  Caulfield (2008), states that it is hard for a consumer ‘to discern a genuine online pharmacy business from a less scrupulous one’. 

This makes purchasing on line ‘risky’. For the client, there is no back up from the vet or from the manufacturer if the product has been incorrectly dispensed (Bren, 2006).

The anonymity of the net makes it easy for rogue traders to cash in on the opportunities afforded by trading illegally.  Caulfield (2008) cites statistics from the World health Organisation which states that 50% of the medicines ‘sold by illegal internet pharmacies are counterfeit, other estimates have put the counterfeits at 30%’

Bren (2006) argues that it is not just prescription drugs that are available fraudulently. In 2004, evidence was found of counterfeit Advantage and Frontline cat and dog flea products being sold to distributor and retailers. The packaging did not comply with safety regulations as it was not child proof and the dosage was not reliable, with some dog product labelled as cat product which could lead to overdosing. 

Internet pharmacies also raise issues of legal jurisdiction (Dudley, 2009). Some Internet pharmacies trade from outside the UK and there is little protection for consumers as traders can not be prosecuted under UK law.  Nations generally can not act against organisations outside their own borders and, even within the UK, ‘regulatory authorities find enforcement difficult against internet operators’ (Binns and Driscoll, 2001).

Purchasing prescription only drugs on line, with or without a prescription, is extremely easy (Spain et al 2000; Fearon, 2008). In veterinary medicines, this is made worse, as the current checks and balances that exist in the prescription and dispensing of human medicines, do not exists for animal medicines. Human medicines are dispensed on ‘serialised official scripts’ which are validated through the Prescription Pricing Authority (Fearon, 2008). There is no standardised prescription form for veterinary medicines and although there are calls for tighter control, (Fearon, 2008; Waddle, 2008b) the regulatory body, the Veterinary Medicines Directorate (VMD), is concerned about the logistics of any system. 

Currently, veterinary scripts can be faxed or e mailed. The VMD have stated that they have little concrete evidence of problems with this system, but it could lead to the same script being sent to a number of different internet pharmacies (St George et al, 2004)

Caulfield, (2008) cites Plunkett who states, ‘I think we have to recognise that price and convenience does come into the customer’s thinking in determining how they are going to get their medications dispensed and that’s part of modern society’. Tiffin (2008) sees the current economic climate as compounding that with clients ‘voting with their wallets.
With drug sales as a percentage of turnover showing a downward trend from 42% in 2007 to 40% in 2008, Fort Dodge are warning that loss of income from drug and leveraged sales is the ‘main threat to practice income’ (Fort Dodge, 2009). The loss of this income, through the increased use of substitute sources like pharmacies, the internet and supermarket outlets, will force the profession to reassess pricing policies and the balance between professional fees and drugs sales.

Substitutes-in-use
Coile (2000) described the internet as ‘the next frontier for healthcare’ as people can access it to locate detailed information easily (Bernstein: 1999). 

The internet itself also offers a substitute for the services of the veterinary surgeon by enabling owners to use and access information through web forums, blogs and e mail. This can potentially help them diagnose problems in their pets. In addition there are reports of clients obtaining diagnoses through the internet from people who claim to be vets (Dudley: 2009). 

Sites like www.justanswer.com and www.pethealthcare.co.uk offer online advice. As with internet pharmacies, it could be argued that it is difficult for clients to know which are genuine sites.

Vets are concerned that owners may make or be given the wrong diagnosis and that incorrect treatment could make the situation worse (Coe; 2008). Dudley (2009) expresses concern that clients using the internet for advice is ‘undermining professional veterinary care’ and that these site are seen as an ‘increasing risk’.

Veterinary paraprofessionals are another potential substitute for the work of the veterinary surgeon. These groups include equine dental technicians, cattle foot-trimmers, farriers, meat inspectors, physiotherapists, osteopaths, chiropractors, equine shiatsu practitioners, essential oil therapists and animal behaviourists whose skills overlap with those of the veterinary surgeon (Lee, 2006) and who work in the profession under an exemption order.

With the Veterinary Surgeons Act currently under review, there are calls for all of the different groups to be regulated, ‘in the interests of animal welfare’ (RCVS, 2005). However, there has been a mixed response to calls for regulation as some of these practitioners are already regulated by their own professional bodies and organisations e.g. physiotherapists.

MAFF (2001) considered the use of paraprofessionals, who work under the direction of the veterinary surgeon, as a means of providing an adequate service in the face of rising veterinary costs due to the ‘demands of clients and the increasing sophistication of treatments’.  

Vets, themselves, can refer cases to paraprofessionals. However, the animal remains under the care and supervision of the veterinary surgeon who is liable to disciplinary action if anything goes wrong. 

Butterworth, cited in Waddle (2008c) states the belief that the use of substitutes like paraprofessionals is set to increase as the services vets offer continue to expand.

One of the key paraprofessionals working in the sector is the veterinary nurse. Their use has helped increase revenue (Fort  Dodge, 2009) by enabling practices to offer improved and more efficient veterinary care (Lee, 2006).

Beaney and Swan (2007) argue that veterinary nurses improve turnover per vet by using their skills to enable the vets to focus on fee-earning activities whilst they focus on the support work e.g. undertaking lab tests, removing stitches and prepping animals for surgical procedures. Nurses can be used to mange clients and undertake basic checks on animals which would enable one vet to run two consulting rooms simultaneously.
Further gains can be made by using highly qualified or ‘super’ nurses, as these could generate fees in their own right through carrying out minor surgical procedures or advanced clinics e.g. behaviour and physiotherapy (Beaney and Swan, 2007).

Tiffin (2008), argues that with the current economic slow down resulting in clients ‘tightening their belts’ the desire to seek substitute services may well be set to grow as clients look for value (Sheridan, 2006b) or access the nearest vet to avoid fuel or transport costs

Lee (2006) argues that vets need to be aware of potential substitutes and take a proactive stance. Some substitutes like veterinary nurses have benefited practices. Others, that find a way to circumvent barriers to entry like internet services, have the ability to pluck ‘the low hanging fruit’ from the profession’.

2.1.3 The Bargaining Power of Suppliers
The balance of power between the supplier and customers can affect the level of competitiveness within the sector (Hooley et al, 2007) and can ‘constrain freedom’ and influence margins within a sector (Johnson et al, 2006)

In addition to the sale of clinical services, veterinary practices generate revenue from selling a range of products including: veterinary medicines; prescription diets; anti-parasitic treatments like flea products and wormers and items like leads and collars which would be purchased through veterinary suppliers. 

With the mark up on POM-Vs at 82% and leveraged sales i.e. healthcare products like diets, flea and worm control accounting for 31% of practice turnover (Fort Dodge: 2009), these sales are crucial to practice profitability.

Three wholesalers exist in the veterinary supply chain, which are the main channels for the distribution of  POM-V medicines and goods to practices. These achieve cost efficiencies through economies of scale, enabling suppliers to distribute goods more cheaply and offering practices a single ordering point (Competition Commission: 2003). 

Wholesalers receive a standard 15% discount on manufacturers’ list prices. They compete by offering the full range of veterinary medicines and by passing on variable levels of discount dependent on the size of the practice. In addition, they offer prompt payment discounts and efficient service and delivery. 

Large multi-practice operations, including corporate practices, have an advantage in terms of buying power, potentially able to negotiate better prices direct with manufacturers due to the volume they purchase (Moran, 2006; Lee, 2006).

To increase buying power, smaller veterinary practices have joined one of a number of buying groups. These offer small practices the benefits often associated with the purchasing power of larger practices (Young and Eddy, 1993). 

Recently, there have been a series of mergers and acquisitions between drug companies which are significant players in the veterinary pharmaceutical market. January 2009 saw Pfizer launch a $68bn takeover of Wyeth (FT.com, 2009). The merged company will create the world’s largest animal health company (VIN, 2009). 

Six weeks later, Merck paid $41.1bn for Schering-Plough (Guardian: 2009). Both companies have a number of similar products which currently compete. There is also speculation that Fort Dodge will not survive the merger and will become a stand alone company (VIN, 2009)

Concern has been expressed that the mergers could lead to higher prices, fewer choices and less innovation, although it has also been argued that there are too many drugs available and that rationalisation will make little difference (VIN: 2009)

2.1.4 The Bargaining Power of Buyers 
According to Fort Dodge (2009), competition within small animal practice is growing and client and patient numbers per vet are decreasing overall. Buyer choice is increasing as small animal practice diversifies and the involvement of the internet and the paraprofessional grows. These factors help to increase buyer power (Hooley et al: 2007).

The veterinary market is one where there are many small firms, and buyers outnumber sellers which is typical of a monopolistic competition (Lloyd, 2006). With veterinary practices offering similar services and products, it is easy for clients to switch provider particularly when there are no switching costs involved. This will affect competition (Lee, 2006), giving the buyers power and ensuring that practices have to work to retain clients.

Research conducted by ‘Onswitch’ shows that 20% of clients regularly use more than one practice. This indicates that clients are prepared to ‘shop around’ (Wright: 2009) and are behaving like consumers.

The behaviour of veterinary clients is reflecting changes in the world of retail. Gagnon and Chui (2005) describe a retail world of ‘extremes’. They argue that by 2010, retail will be dominated by mega retailers at one extreme and focused specialists at the other. They see customers as harder to categorise and who are prepared to shop around for the cheapest prices for goods they view as commodities. However, they see customers as less price sensitive where there is a ‘value’ attached to the purchase and prepared to shop around for the best. In addition they see consumers who are well informed about their choices through accessing information using the internet

It could also be argued that the current economic climate is compounding these changes (Tiffin, 2008). Fort Dodge have highlighted that there has been a decrease in the number of clients attending preventative healthcare programmes (Fort Dodge, 2009). A VBA survey found 24% of small animal practices reported a drop in income. 38% believed this was due to a drop in patient numbers, 31% believed it was due to a decrease in routine procedures and 31% saw it as due to an across the board decrease (Wright, 2009). The sale of products like wormers, flea products and special diets have also decreased (Fort Dodge: 2009).

With incomes stretched, clients may well look for the cheapest option which will favour budget clinics and the internet. Clients may choose not to have booster vaccinations, not replace pets or delay visits (Wright: 2009). As stated earlier, the cost of fuel and travel expenses could influence choice with clients choosing practices close to home in order to avoid expensive travel costs (Tiffin: 2008).

Dudley (2008b) quotes Dixon, Managing Director of Vets Now, a designated out-of-hours provider. Dixon argues that current ‘commercial pressures in practice are requiring the entire profession to bond more strongly with its client base than ever before’ and work to retain existing clients (Fort Dodge, 2009).

2.1.5 Competitive Rivalry
Lee (2006) states that ‘most practices concern themselves a great deal with the activities of their neighbouring practices’. It can be argues that this interest in other practices is due to the high competitive rivalry within the sector.

Hooley et al (2007) state that rivalry is likely to be intense where a series of factors exist. The first of these is where the competitors are fairly evenly balanced in terms of size and or market share and secondly where ‘product differentiation is low’. According to Lee (2006) traditional small animal practices would offer very similar products and compete for market share against similar providers. It could also be argued that even though the market diversifying, providers are still offering veterinary care. 

Competitive rivalry is also high during periods of low growth (Hooley et al, 2007). With practices beginning to feel the impact of the ‘credit crunch’ on turnover and profit (Fort Dodge, 2009) competition between practices is likely to increase in order to ensure retention of client numbers.

Hooley et al (2007) also identify greater competition where exit barriers are high. For veterinary surgeons, exiting practice involves selling the business in order to recoup the initial investment costs, or to pay back loans if these are still outstanding. This requires a significant investment from the purchaser in terms of the premises, equipment and goodwill. In addition, due to the vocational aspects of the profession and the emotional investment in setting up the business, the psychological or egotistical barriers to exit may also be high (Hooley et al, 2007).

The final factor which Hooley et al (2007) identified is where fixed costs are high. It can be argued that fixed costs for small animal practices are relatively high: loan repayments have to be made; utility bills need to be paid and staff wages have to be paid. 

Considering the factors outlined by Hooley et al (2007), it can be argued that the small animal veterinary market is a competitive one. The current financial climate could further increase this.

2.1.6 Conclusion
The five forces identified by Porter are not ‘independent of each other’ (Johnson et al, 2006). It is the relative strength of the forces (Porter, 2004), and the interplay between, them that is currently shaping the competitive environment. It is within this environment that each practice has to formulate its strategy to compete to secure sufficient market share to maintain a viable business.

2.2 Achieving and Maintaining Competitive Advantage
In addition to looking at current trends and threats in small animal veterinary practice, the objective of this study is to look at what strategies practitioners are using to achieve and maintain competitive advantage.

Wright (2009) argues that some vets think that practice is ‘immune to outside economics’. In the current business climate, vets need to be proactive, managing the business and client relationships (Cooper, 2008) in order to maximise businesses opportunities and retain market share (Maris, 2009). For practices which are small businesses the challenge will be adapting to their changing environment (Garau (2004).

To achieve competitive advantage, practices need a strategy, defined as ‘an integrated set of actions designed to achieve a sustainable competitive advantage (Drobis, 1991). Porter (2004) identified three generic competitive strategies (see Figure 4).

Porter (2004) explains that in order to achieve competitive advantage, firms need to make a choice about which strategy to pursue. He warns against pursuing more than one strategy which can lead a firm to become ‘stuck in the middle’. This could lead to below- average performance.
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Figure 4: Three Generic Strategies (Porter, 2004)
To succeed, organisations need to know their customers and understand the ability of competitors to compete (Drobis, 1991). In the long run, if you do not achieve competitive advantage you will not have a profitable business (Smith, 2007)

2.2.1 Cost Leadership
Cost leadership involves becoming the lowest cost producer through aggressively pursuing cost reductions in all of the elements of the business (Porter, 2004; Hooley et al: 2007). This is usually achieved through economies of scale and ‘technological cost advantages’ (Jones and Tilley: 2003). Pursuit of this strategy can yield above-average returns even where strong competitive forces exist (Porter, 2004)

It usually requires a high market share and is particularly useful in sectors where products are similar (Hooley et al: 2007) which is the case in small animal general practice. However, Jones and Tilley (2003) argue that this is a risky strategy for an SME, because it is easy for others to copy and therefore difficult to maintain. In addition, economies of scale are difficult to achieve in small firms.

Although it could be argued that this strategy has limitations for the small business, it makes sense for all businesses to pursue cost efficiencies in order to maximise profits, particularly in the current economic climate. The available literature offers advice for vets on how to do this.

Jones and Tilley (2003) warn against cutting investment in advertising and promotion during times of economic hardship. Carter (2009) argues that this has the potential to reduce market share as clients move to other practices. Her advice is to analyse spending and its impact to ensure marketing is targeted effectively.

Chapman (2009) stresses the need for practices to manage cash flows during the economic downturn, negotiating payment terms with suppliers and shopping around for lower utility and phone charges. Carter (2009) advocates practices reviewing business plans and budgets and focusing on cash flow projections which look at various scenarios e.g. a 10 or 20% reduction in income so that they can effectively plan.

Carter (2009) stresses the need for businesses to keep costs to a minimum. She advocates the use of price comparison sites to ensure goods are bought for the best deal. She also advocates considering restructuring staff if vacancies are created before deciding whether to advertise. In addition, she advocates looking at current loans to see if refinancing is possible and working closely with banks. 

According to a VBA survey (Cooper, 2008), some practices were planning to ‘freeze’ capital expenditure in order to maintain income. Advice from Johnson, cited by Cooper (2008) is to be selective and ensure cash inflows are analysed to consider which capital expenditures would help to boost cash flows.

A VBA survey revealed vets were looking at fees in the current climate. 3.7% intended to reduce fees; 33.33% would increase fees by up to 3%; 53.70% would increase fees by 3-5%; 9.26% would increase fees by over 5% (Wright: 2009)

Bradley (2008) encourages vets to use a system similar to dental plans

which involves clients paying a set fee per month for an agreed level of

service. In addition, loyalty schemes are becoming more common as

businesses aim to develop customer loyalty and increase market share

(Capizzi and Ferguson: 2005). 

Bradley (2008) states, ‘the challenge is to make animal health care

affordable in a climate geared to reduced incomes’. Practices are currently

geared to ‘full servicing’, which involves seeing clients regularly for health

checks and vaccinations. However, there is a shift in society with clients

becoming more cost conscious and an aging population where clients will

be living on fixed incomes – pensions. Vets need to cater for this (Bradley,

2008).

Johnson and Johnson (2007) argue that clients perceive veterinary fees are high because they do not really understand what vets do. Vets need to manage client expectations and create ‘value messages for them which will be particularly important during the current economic slowdown (Cooper, 2008; Sheridan, 2006b).

In a survey of SMEs, price ranked sixteenth out of twenty six factors considered important to developing competitive advantage (Carter and Jones-Evans, 2006). Veterinary clients tend to be relatively price insensitive (Lee, 2006). According to a KPMG survey, clients are looking for certain attributes in the provision of veterinary care: a kind and caring environment, informative and respectful staff, and high quality service (Lee, 2006). People will willingly pay more for services that meet their needs, offer them convenience and real, or perceived value (Sheridan, 2006b). 

According to Drobis (1991), businesses which operate in markets where there are close substitutes available can often feel compelled to ‘employ a low-costs strategy’. In the veterinary sector, there are already practices that occupy this niche so it would be difficult for the average general small animal veterinary practice to compete. In addition, customers might interpret low-cost as an indication of low quality (Carter and Jones-Evans: 2006). Drobis (1991) argues that nearly every product can be differentiated ‘either in terms of physical characteristics or in terms of the related services offered to customers’

2.2.2 Differentiation
Carter and Jones-Evans (2006) state that this is the most appropriate

strategy for small businesses. Differentiation involves using the company

strengths and skills to create something unique that is valued by customers

(Porter, 2004). Differentiation is also a feature of the products in markets

that are monopolistic competitions (Sloman and Sutcliffe: 2004)

The aim of the strategy is to focus on reasons why the customer should buy

the product. Literature suggests that general small animal practices

differentiate in a number of ways including value, empathy, attention to

detail and enhanced service (Hooley et al, 2007).  

Cooper (2009), encourages vets to focus on their core skills and ensure

customer service as a means of keeping clients and creating loyalty.

Although pet superstores and online pharmacies have been around for

about 10 years, he argues that traditional veterinary practices are still

seeing good levels of sales. In the face of competition from internet

providers, vets needs to sell the benefits of the face to face contact, and

emphasise the knowledge, advice and support they can offer as part of their

unique service (Waddle, 2008a).

Pet superstore and the online pharmacies will need to sell a lot to survive because the only sources of income they have is the level of sales. Vets, on the other hand, hold the detailed knowledge needed to treat animals and know what works best (Cooper, 2009b). 

One way a practice could differentiate in its overall pricing strategy would be through the use of pet insurance. Bower (2007) explains that insurance allows vets to meet client demands and expectations in terms of the level of care and treatment they can provide. Tiffin (2009) argues that practices have been reluctant to promote pet insurance due to FSA regulation and a number of poor policies which offered poor cover to clients. However, during the economic downturn, people will plan their finances and are less likely to have cash for major treatment and that’s why insurance which allows clients to budget is important.

As a differentiation strategy focuses on what is unique in a business, it is hard to replicate (Hooley et al, 2007). Although the process of differentiation may incur costs for the business, where it is successful, it is possible for the business to charge a higher price. This use of premium pricing can lead to an increase in profits (Sloman and Sutcliffe, 2004). However, during the current economic climate, clients may not be willing to pay higher prices and could seek other options.

2.2.3 Focus
A focus or niche strategy differs from the other strategies as it involves focusing activity on a specific market segment (Porter, 2004). It is argued that this is the best strategy for a small business (Jones and Tilley, 2003) as it has the advantage of targeting the limited resources available on a narrow segment where the company can concentrate its efforts at building a strong reputation (Carter and Jones-Evans, 2006). 

SMEs that develop a focus strategy do not always compete on price and can use a premium pricing strategy (Johnson et al, 2006). The dangers of the strategy are that the wrong focus may be selected and that others copy the strategy (Cater and Jones-Evans, 2006) or the differences are eroded over time (Johnson et al, 2006). This strategy would also enable the business to avoid direct competition with larger organisations (Carter and Jones-Evans, 2006).

For the small animal general veterinary practice, it could be argued that this would be a difficult strategy to pursue as the sector is already segmented and niche providers already exists e.g. budget clinic, referral practices, single service providers like neutering clinics.

Johnson et al (2006) argue that focusing on a niche can conflict with stakeholder expectations. It could be argued that this would be the case for the small animal general practice where the term ‘general’ would lead clients to expect a range of services and first opinion work.

Dingwall (2006) Murphy (2007) and Holmes (2007a) all promote the idea of targeted selling within practices. This involves identifying client groups within the practice and optimising the marketing mix to deliver for each segment (Lee, 2006) to increase practice revenue. Holmes (2007a) identifies four client groups which have different needs and expectation. In her view, vets need to know their clients and ensure they meet the needs of the different client groups, within an overall strategy that values all clients and aims to provide good levels of service.

With the literature encouraging practices to identify and cater for different segments, it will make it more difficult for niche providers to compete. In addition, a niche market is by its nature small and therefore there are limited growth opportunities.

2.3 Marketing
Any strategy can only be successful if clients know what services are on offer. Promotion is important if practices are to compete with other local practices (Lee, 2006; Woodbine: 2008), including building the practice image and brand (Dingwall, 2006).

Evidence is emerging that vets are developing the use of marketing and employing a range of strategies (Curwen: 2006). He cites Bayer’s Animal Health Survey which indicates:

· 49% had a practice web-site

· 48% were involved in sponsorship

· 43% advertised in local papers

· 43% were involved with their local schools

· 42% had practice newsletters

· 29% used mail shots

· 26% used brochures

· 16% use posters in their local area

In addition, the majority of vets use Yellow Pages for advertising. Promotions, open days and seminars were also undertaken by a small number of practices. However, 41% stated that they relied on ‘word of mouth’ and 30% stated that they didn’t use any specific strategies. 

The survey also looked at what practices are doing to retain existing clients:

· 79% sent vaccination booster reminders

· 32% had newsletter or leaflet

· 27% had worming programmes

· 25% sent general reminders

· 14% used flea control

· 10% ran dental checks

· 5% sent mail shots

· 5% sent health check reminders

In addition to the strategies listed, practices were also making use of clubs like puppy clubs and obesity clinics.

2.4 Customer Relations
Fort Dodge (2009) argues that in order to survive in the current climate, practices will need to strive to capture the largest share of the local market. This will involve maintaining existing clients and attracting new ones (Wright, 2009; Murphy, 2007)

According to Murphy (2007) the cost of attracting a new client is five time higher than retaining an existing one. However, this cost is offset over the lifetime of the client’s relationship with the practice (Lee, 2006). 

Currently, the veterinary press is advocating the importance of retaining exiting customers. Lee (2006) cites a study that showed that companies that were able to reduce client defections by 5% realised an increase in profits of between 25 to 85% and increased job satisfaction for staff. 

Tiffin (2005a) sees clients as ‘commercially promiscuous’  in order to retain clients vets need to provide a good level of service in addition to clinical excellence and ‘cement’ and strengthen customers’ relationships with the practice (Murphy, 2007).
Knowing the client is seen as a key to success (Page, 2009). Lambert (2006) cites Tuomi who states ‘Tomorrow’s winners are listening to their customers at every opportunity to understand their needs and wants, create personal messages and offers and interact with them on their terms’, fulfilling customer wants and needs more efficiently and effectively than their rivals (Hooley et al, 2007). Tiffin (2005b) describe this as ‘playing by consumer rules.
It could be argued that this is also a good strategy for attracting new clients. With many of the services offered by the small animal practice easy to replicate, quality service would also be the basis of an effective differentiation strategy as it is more difficult to copy (Hooley et al, 2007) and could attract new customers through word of mouth recommendations (Murphy, 2007).

Palmer et al (2005) describe the concept of relationship marketing and stress that the importance of service as part of the total product offering has grown. Relationship marketing involves identifying, establishing, maintaining and enhancing relationships with customers and other stakeholders at a profit, so that the objectives of all of the parties are met.
Customers may demonstrate their loyalty in a number of ways, including staying with the provider, increasing the number of purchases and of course recommend the provider to others. Rowley (2005) defines these as ‘committed customers who are resistant to poaching by others.

Maris (2009) proposes the notion of client continuing education (CCE) as a means of retaining market share. She lists activities like telephone conversations, practice web sites, audio visual information in the waiting room and ‘take-home’ client leaflets as methods that enhance the client’s knowledge and understanding. In addition to publicising the practice and projecting a professional image, these strategies engage clients and build relationships. They can save time during the consultation and provide a means of reinforcing the verbal advice given which will help enhance levels of compliance
The literature is also stressing the need to increase the frequency of visits in order to maintain or increase practice turnover. Shilcock (2005) explains that if footfall increased by a further two visits per client per year, a practice with 2,000 clients could increase turnover by £60,000. She advocates four main ways of promoting further visits:

· Healthcare packages, where clients pay up front for services

· Healthcare clinics where clients attend nurse run clinics to check animal health

· Practice promotions

· Practice newsletter.
Terry (2006) argues that if this is carefully managed to focus on the individual pet and its health care requirements rather than on generating additional revenue, then the animal, the owner and the practice will benefit. However, Tiffin (2009) is concerned about this approach in the current economic climate which he states assumes an ‘infinite elasticity’ in clients’ pockets. 

Drobis (2006) and Lee (2006) argue that although vets claim to be customer focused, in reality they are not.  Tiffin (2005a) also criticises client care. He outlines the results of a mystery shopper telephone survey. 10% of callers had to call back, 90% were not offered any useful information about the practice and 70% of callers were not offered an appointment. Half the callers described the interest expressed in them as ‘poor to average’. Hooley et al (2007) list the three Ss of customer service as: strategy, systems and staff. The mystery shopper evidence indicates the need to practices to focus on their systems and ensure staff are adequately trained.

Terry (2006, p43) argues that ‘in the past when waiting rooms were full, going after the one that got away seemed like a futile exercise. But in today’s tougher climate, it can be argues that the lost revenue from inertia is one of the veterinary industry’s greatest obstacles to continued growth’.

2.5 Compliance
According to an American Animal Hospital Association (AAHA) and a Hills Survey from 2003, a 10% increase in compliance would mean a £20,000 increase in annual revenue per vet for the average practice (Scanlan, 2006).

Compliance involves ensuring clients follow recommended procedures and veterinary advice in terms of ‘examinations, vaccinations, dental procedures, parasite prevention, nutritional diet and senior screenings’ (Scanlan, 2006). 

Watson (2006) argues that attention to compliance is an effective way to increase profitability. He sees this as a way of ensuring vets address the needs of pets, clients visit the practice more frequently and they ‘bond’ with the practice. Client compliance ensures high quality medicine, which improves the client satisfaction and loyalty (Lee, 2006)

Currently compliance figures show there is room for improvement. The AAHA found that ‘non-compliance in the treatment of chronic diseases averages somewhere between 70 to 85% in veterinary medicine (Virbac, 2006). According to Shilcock (2005) only 21% of clients continued to buy the food recommended by their vet more than three times.

Moran (2006) cites a CEESA Survey (European Animal Health Study Centre) that  showed that in the average practice only 40% of clients are up to date with vaccinations. This means that 60% are not and it could be argued that these clients only attend the practice when they have to. He states that practices that are growing quickly are not ‘stealing best clients from other practices, but instead they are making themselves accessible and attractive to the “missing” 60%’. 

In addition, there is evidence that vets miss opportunities to recommend products (Watson, 2006). Vets were happy to diagnose conditions, but in one third of cases no specific product was recommended to help with the condition (Watson, 2006). It may be a reluctance from the vet, but it could also be argued to be a failure to completely address the needs of the animal.

2.6 Data
Drobis (1991) argues that ‘we can’t manage what we don’t measure’. Practices need to use data to monitor their work, ensure the practice is running efficiently, set targets for improvement, enhance standards of service and benchmark performance against sector norms (Sheriden, 2006a). There are calls for organisations like the BVA to recognise the role of benchmarking and promote its use not only in improving the efficiency of the business, but also in improving the standard of care that practices are able to deliver.

Beaney and Swan (2007) argue that practices do not monitor the performance of the staff. They advocate managing the performance to ensure this is evaluated and that sufficient training is provided. One of the issues that they highlight is the reluctance of some staff to follow the practice pricing policy, often preferring to charge less than the pricing structure.

According to the Bayer Animal Health Survey, only 25% of practices set targets for employees and 75% of those who chose not to use targets thought they were inappropriate or unnecessary with words like ‘too pushy’ or ‘vulgar and ‘unethical’ mentioned (Curwen, 2006)

Holmes (2007b) advocates client audits which can reveal the visiting and purchasing patterns of exiting clients. By analysing buying behaviour, it is possible to identify any areas where the client could be targeted and where there are missed opportunities.

Vets4Pets (2008) highlight the usefulness of the 80/20 rule for vets. They argue that ‘80% of profits may come form just 20% of clients and 80% of sales may come form 20% of your products and services’. The article advocates analysing this data to help understand what makes certain clients more profitable and to find other clients with similar characteristics. They warn that although the 80/20 rule might suggest vets focus on the most profitable clients, the focus needs to be on ensuring that all clients have access to the best possible care and customer service and to be ‘alert to new opportunities’.

2.7 Conclusion
Hooley et al (2007) stress that ‘the only constant is change’ which could be argued to be true in today’s business environment.

In summary, veterinary practices are having to cope with a range of issues. Lambert (2006) summarises these as fewer pets, fewer sick animals and more competition for veterinary income both from inside and outside the profession.

These issues, together with the rising costs associated with recent legislation, combined with the ‘credit crunch’ may well leave some practices struggling (Sims, 2009). To survive vets will effective business management skills (Cooper 2008). In addition, businesses will need to be flexible and adapt to the changing circumstances.

Although small businesses face certain disadvantages, it could be argued that small animal veterinary practices are in a good position to respond to market changes. One of the features of small businesses is their flexibility and ability to respond to changing circumstances. In addition, small businesses are in a good position to deliver quality customer service and they benefit from relatively low overhead costs (Sloman and Sutcliffe, 2004). 

Much of the literature calls for vets to focus on the customer and it is an important strategy. However, employing a resource based strategy would seem the key. This involves focusing on customer needs and wants, but this is done in the context of the resources and capacity of the organisation and its ability to serve its market (Hooley et al, 2007). It focuses on the competencies of the organisation and looks to capitalise on these (Jones and Tilley, 2003).

3.0 RESEARCH METHODOLOGY
This chapter summarises the research methodology used and provides an overview of how the empirical research was carried out.

3.1 Research Rationale
The aim of this study was to examine traditional small animal practice in the context of the current business environment and critically analyse the emerging trends, how these impact on practice and how practices were achieving and maintaining competitive advantage.

Much of the literature available to veterinary surgeons focuses on clinical rather than the business aspects of practice. Therefore there was little coherent theory to test. However, small animal practices are commercial enterprises, and conducting this small scale research aimed to highlight issues and themes that could provide the basis for a more extensive study.

3.2 Aims and Objectives of the Research

Research is:

· A process of enquiry and investigation

· Systematic and methodical

· Increases knowledge

(Collis and Hussey, 2009)

In order to meet the aims of the study, the objectives of the research were to: 

· Collect and analyse primary data to consider the views of practitioners on the current business environment, emerging trends, current issues and current business practices
· Formulate a short questionnaire and a semi-structured interview which focused on current trends and threats in small animal practice as identified by the available literature and which also focused on how practices were achieving and maintaining competitive advantage.
3.3 Research Method
Research can be split into two broad paradigms or philosophies. The first is the positivist paradigm. This sees the researcher as objective, analysing and interpreting ‘a tangible social reality’ (Saunders et al, 2009).  It seeks to measure facts or causes through collecting and interpreting data (Collis and Hussey, 2009). The aim is for precision and objectivity. 

The second is the phenomenological paradigm which is of growing importance in business and management research (Remenyi et al, 1998). 

Phenomenological approaches are concerned with understanding and interpreting human behaviour and the way humans make sense of the world (Saunders et al, 2009). The aim is to explore meaning rather than to measure frequency (Alvesson and Deetz, 2000; Jankowicz, 2005) and it is interpretivist in its epistemology (Saunders et al, 2009). This paradigm recognises that research can ‘never be value-free and objective’ (Remenyi et al, 1998).

Quantitative data is usually associated with the positivist paradigm and qualitative data with phenomenological approaches. However, this is an oversimplification as it is possible for positivist approaches to produce qualitative data and vice versa (Collis and Hussey, 2009)

Although represented as two different paradigms, there is growing trend for researchers to adopt a ‘pragmatic’ approach and design research projects which mixed methodologies (Saunders et al 2009).

3.4 Justification of method

The literature on business research stresses that the subject or question of the research (Harden and Thomas, 2005; Mason, 2002; Polkinghorne, 2005) and the extent of the existing knowledge (Saunders et al, 2009) should dictate the methodology adopted.

After considering the aims of the research and the extent of the available literature, the decision was taken to adopt a qualitative approach as the main method. This decision was made for number of reasons. 

A qualitative approach to the research would explore patterns and ideas rather than test hypotheses (Collis and Hussey, 2009). Given that there was little empirical research into the small animal veterinary business and few existing hypothesis to test, this approach seemed to be the appropriate option. As Saunders et al (2009) argue, an exploratory study is good when the precise nature of the ‘problem is unclear’.

This research aimed to gather data to explore practitioners’ views and perceptions and analyse strategies being used. The aim was to build theory not to measure frequency. A qualitative approach would enable this research to delve into the complexity of human experience (Black, 2006); to clarify meaning (Polkinghorne, 2005); to understand people and organisations and study direct experience (Remenyi et al, 1998).

The data gathered would be ‘rich’ (Black, 2006; Mason, 2002) ‘languaged data’ (Polkinghorne, 2005) which would have the potential to give a more complete understanding of the area of study (Alvesson and Deetz, 2000). It would begin to answer questions like what, why and how and focus on understanding how practice owners connected with and understood their environment (Remenyi et al, 1998).
However, the data generated would be limited by the participants’ ability to reflect on and verbalise their experience (Polkinghorne 2005). Therefore the data generated would not be ‘a mirror’ of the experience but an interpretation or account (Polkinghorne, 2005) of actual experience, filtered through the ‘lens’ of language, gender, social class, race and ethnicity’ (Denizen and Lincoln, 1998). This would have to be taken into consideration when drawing conclusions.
The context in which veterinary practitioners operate was also central to this study. Again, where the respondents ‘frame of reference’ is important (Remenyi et al, 1998), a qualitative methodology which is ‘sensitive’ to the context (Mason, 2002) is appropriate.

In qualitative research, the researcher has close involvement with those being investigated and can explore the world ‘though their eyes’ (Bryman and Bell, 2007). This can be a strength (Remenyi et al, 1998). However, this could be argued to reduce objectivity (Delattre et al, 2009). This would need to be acknowledged and recognised in the analysis of the results.

Reliability, validity and generalisability are key factors when considering any research methodology. Qualitative research has high validity as it should gain access to the respondents knowledge and ‘accurately represent what is happening (Collis and Hussey, 2009).

However, reliability will be low as qualitative studies are difficult to replicate (Remenyi et al, 1998; Srinka and Koeszegi, 2007). This, together with the small sample used, will also mean that it would not be possible to generalise from the findings. Collis and Hussey (2009) cite the work of Gummerson who argues that, from qualitative research, it may be possible to generalise from one setting to another, but it is not be possible to make ‘law-like’ generalisations (Remenyi et al, 1998).  Within this study the aim was to explore the chosen setting, not to generate theory.

In addition to the qualitative methodology, it was also decided to use quantitative method to generate data. Both Onwuegbuzie and Leech, (2005) and Srinka and Koeszegi (2007) cite the work of Tashakkori and Teddlie who argue that mixed methods or ‘methodological pluralism’ (Hurmerinta-Peltomaki and Nummela, 2006) which combine qualitative and quantitative data collection and/or analysis in one study has advantages. 

Mixed methods enable triangulation to take place (Hurmerinta-Peltomaki and Nummela, 2006; Remenyi et al, 1998; Harden and Thomas, 2005) and result in a ‘broader deeper knowledge’ (Watts, 2000; Hurmerinta-Peltomaki and Nummela, 2006; Onwuegbuzie and Leech, 2005; Kinn and Curzio, 2005)

A mixed methodology is also a good strategy when the researcher is exploring ‘uncharted regions’ (Hurmerinta-Peltomaki and Nummela, 2006) as it can be argued to lead to greater trust and confidence in the data gathered (Saunders et al, 2009), and improve the rigour and validity of the findings (Hurmerinta-Peltomaki and Nummela, 2006).  

3.5 Research Technique
The data collection tool is a structured method of obtaining information (Frey and Oshi, 1995). 

The main tool used in this study was individual semi-structured interviews (See Appendix 4). Qualitative interviews are ‘conversations with a purpose’ and are one of the most commonly used research tools (Mason, 1996; Mishler 1991).

Although less common in business research, the decision was also taken to conduct the interviews via telephone (Bryman and Bell, 2007).

Gathering qualitative data is time consuming. However, telephone interviews have the advantage of being more time efficient than face-to-face interviews (Collis and Hussey: 2009). They also enable researchers to reach respondents over a large geographic area (Fry and Oishi, 1995; Saunders et al 2009). It could be argued that the short time scale could increase validity because the data collected is less likely to be influenced by changes in the context.

Telephone interviews place limitation on question wording because it is not possible to use visual clues to help the respondent retain lengthy or complex questions (Frey and Oishi: 1995). Much can be gleaned from the visual clues (Black, 2006) including evidence of ‘respondent fatigue’ (Frey and Oshi, 1995). The lack of these clues could compromise the data gathered. 

The lack of personal contact may make it more difficult to establish a rapport with respondents (Remenyi et al, 1998) who may be less forthcoming in their answers and this could reduce reliability (Saunders et al, 2009). Fowler (2002) questions the use of telephone interviews for personal or sensitive issues. However, the anonymity might be an advantage as the lack of personal contact could reduce inhibitions.

Semi-structured interviews demand skill and are challenging for the student researcher with limited skills and experience (Jankowicz, 2005). No matter how well designed the questions might be, the validity of the results can be compromised by poor interviewing skills. Therefore, the administration of the interview will be a key factor in quality control (Frey and Oishi: 1995).

Qualitative interviews need detailed planning and structuring (Mason, 1996). A balance needs to be struck between allowing ongoing discussion and covering the topics in the time available (Remenyi et al, 1998). Managing the time will also reduce the chance of interviewer and respondent fatigue (Frey and Oshi, 1995) which could compromise the data.

Interviews allow points to be probed to clarify responses (Frey and Oshi, 1995; Saunders et al, 2009) and to negotiate meaning, thus obtaining deeper data (Alvesson and Deetz, 2000). This will lead to rich explanations which have high validity, but will limit the scope for replicating the research and therefore reliability will be low (Collis and Hussey, 2009)

The researcher has the capacity to introduce bias into the process and will need to ensure there is stimulus equivalence (Collis and Hussey, 2009) in terms of the way the questionnaire is presented, asked, probed and understood (Fowler, 2002; Collis and Hussey, 2009).  Control of these aspects will help to eliminate bias (Jankowski, 2005; Polkinghorne, 2005).

In addition, the researcher mediates the responses during the recording process and during the analysis (Saunders et al, 2009) and needs to be aware of the scope for his own values to influence their interpretation of what was said (Alvesson and Deetz, 2000)

Stimulus bias can also be reduced where all of the interviews are conducted by the same person. This reduces the scope for interviewer error and variability (Mason, 2002).

There is also the scope for respondent bias (Saunders et al, 2009). Respondents in any interview situation may say what they feel is relevant or ‘socially desirable’ (Frey and Oishi, 1995). Probing answers in more detail may help to reduce this (Collis and Hussy, 2009) and respondent anonymity can also help.
Interviews generate a vast amounts of ‘disorganised’ data (Jankowicz, 2005) which can ‘swamp’ the researcher (Remenyi et al, 1998). Data will need to be categorised analysed and sifted ‘systematically’ (Srinka and Koeszegi, 2007) to establish links and relationships within the data and also with the literature review to produce well grounded conclusions (Saunders et al, 2009).

3.6 Questionnaire

The interviews were underpinned by the use of a ratings scale questionnaire (See Appendix 5). These are simple to complete and codify (Collis and Hussey, 2009). The questionnaires were self-administered via e mail once the participant had agreed to be involved in the research.

Their use aimed to ensure that participants had time to think about responses prior to the interview and should have helped to increase the quality of the data generated by the interviews (Frey and Oishi, 1995).

A three point scale was used to avoid the danger of the ‘primary’ or ‘recency’ effect (Frey and Oshi, 1995). Questions were carefully structured to ensure they were clear and that they complemented the semi-structured interview (Saunders et al, 2009).

Due to the small number of questionnaires used, the results had limited validity and generalisability, but the results helped to provide some triangulation of the interview data and reduced the possibility of interviewer bias (Bryman and Bell, 2007).

3.7 Sample Framework

The sample is a ‘sub set of the population’ (Frey and Oshi, 1995) deliberately chose to provide data ‘from which you will draw conclusions’ (Jankowicz, 2005). In qualitative research, because the aim is to achieve depth, the sample is often relatively small. ln this , the target group were small animal veterinary surgeons who were practice owners and the final sample comprised 12 respondents.

A good sample would use a sampling frame to ensure participants were representative of the whole population (Frey and Oishi, 1995). However, for this small scale research practicalities dictated that a convenience or accidental sample was used (Jankowski, 2005) which is a common technique (Saunders et al, 2009)

This ensured that all respondents were willing to participate, but it is subject to bias because respondents are selected only because they are available (Saunders et al, 2009) and therefore, are not representative of the whole population. In addition ‘volunteers may posses certain characteristics which those that do not volunteer may not possess’ (Collis and Hussey, 2009)

The British Small Animal Veterinary Association list of members was used as a means of identifying potential respondents and contact was made with practitioners until 12 respondents were identified. The respondents were chosen because:

· They were qualified veterinary surgeons

· They were current practitioners

· They were partners in a practice which was either wholly or mainly small animal

Once respondents had agreed to participate they were sent a covering letter which included the interview questions (See Appendix 6) and a copy of the questionnaire by e mail. Background details of the respondents can be found in Appendix 7.
3.8 The Timescale of the research
The research was started in September 2008 with the literature review completed by April 2009, Enquires for potential respondents began at the same time and interviews were conducted over a three week period in May/June 2009. 

The handwritten notes form each interview were transcribed straightaway to allow initial reflection and ensure accurate recording of what was said. Results were then sifted and summarised (see Appendix 8) and conclusions and recommendations written up.
3.9 Pre-testing and Piloting
According to Frey and Oishi (1995) ‘pre-testing’ or piloting will help ensure that questions can be understood, ensure reliability (Remenyi et al, 1998) and help refine both the questionnaire and the interview (Saunders et al, 2009). This will reduce the chances of encountering problems in the main study. 

Several people, non-vets and veterinary surgeons were asked to look at the questions. Following this, modifications were made to the wording of questions and the content of the questionnaire. For example, specific examples where inserted into the section of the questionnaire relating to the business environment to ensure that all respondents understood what was meant by healthcare products, clinical procedures and healthcare services. In addition the words ‘in your own practice’ and ‘within the last three years’ were added to the instruction which accompanied this section to guide the responses (see Appendix 6).
The interviews were then piloted with veterinary surgeons already known to the author to improve the timing and eradicate problems. As a result, the timing of the interviews and the recording technique improved. For example the wording of the fourth data collection prompt (see Appendix 4) was simplified to eliminate the use of technical language that may not have been easily understood by respondents.
3.10 Question Analysis
This study used a priori research model (Weston et al, 2001) where existing theories help to frame the research questions and content and focus on the objectives (Frey and Oshi, 1995).

Prior to each interview, respondents were e mailed a pre-letter (Frey and Oishi, 1995) and a short questionnaire. Telephone interviews make it difficult to ask long and complex questions and present detailed information. The pre-letter and questionnaire helped to overcome this limitation and it was possible to gather respondents’ views on a range of trends and threats quickly and efficiently. The answers to the questionnaire formed the basis of the first part of the interview.

Before starting the interview, each respondent was read a brief statement that gave the background to the research and stressed anonymity. The aim of this was to reassure respondents so that they felt able to give ‘honest’ responses which would increase the validity of the data and to establish a rapport with respondents to put them at their ease and win their trust.

Question 1: What do you consider to be the most significant rends that have emerged in your practice over the last three year?
This focused on the responses to the first section of the questionnaire. The list of trends in the questionnaire were synthesised from points identified in the literature from various sources like the Fort Dodge (2008 and 2009); Lambert (2006).

The question aimed to explore small animal practitioners’ perceptions of current trends and the impact of these on their own practices. Respondents were asked which trends they thought were the most significant and the questionnaire allowed scope for them to list trend that they thought had been omitted from the list.

Question 2: In your view has there been an increase in competition over the last threes years, firstly in your own practice and secondly within the small animal sector?

According to the literature one of the main trends was an increase in competition in the small animal sector (FDI, 2009; Lambert, 2006). This question focused on whether small animal practitioners also perceived that trend and how it had manifested itself within practices. In addition it explored one of the five forces identified in the Porter (2004) model – competitive rivalry.

Question 3: Out of all of the threats listed in the questionnaire, which would you consider to be the most significant and why?

This question addressed the objective of analysing practitioners’ views on current issues and factors impacting on small animal practice. 

Porter’s Five Forces model was used to categorise the threats. This question used the information from the second part of the questionnaire to explore a range of specific threats identified during the literature review. The question aimed to see whether the views of practice owners matched those identified in the literature and which, if any, threats were currently concerning them.

Question 4: Business theory says that businesses can compete by: 

a. keeping costs down

b. offering some special quality in their service delivery

c. offering some kind of specialist service. 

   
How do you choose to compete?

This question relates directly to Porter’s Generic Strategies (Porter, 2004). Small animal veterinary practices are small businesses and Tiffin (2005) argues that vets need to accept this. The question explored which of Porter’s strategies small animal practices in the sample were using to achieve or maintain competitive advantage.
Question 5: What sort of strategies do you use to promote good relations with your clients?
Review of the available literature showed that authors considered customer care and customer relations as one of the key strategies for future success (Hooley et al, 2004; Page, 2009; Lambert, 2006; Tiffin, 2005). This question aimed to analyse what small animal practices were doing to promote good customer care and whether this was deemed to be an important strategy by practice owners. 

In addition, the question was designed to probe issues like compliance (Scanlan, 2005; Watson, 2006; Moran, 2006) and the analysis of data (Beaney and Swan; 2007) which are seen as a good method for improving turnover

Background Information

The questionnaire was also used to gather relevant background information on each respondent (see Appendix 7). This method meant that time was not wasted on this during the interview which could then focus on the research topic.
4.0 RESEARCH FINDINGS

The objective of this chapter is to analyse the respondents’ views of the current business environment, emerging trends and the strategies they are using to achieve and maintain competitive advantage in the current business environment. 

(See Appendix 7 for the background details of the respondents and Appendix 8 for a summary of the responses to each data collection prompt for the semi-structured interview).

4.1 The Current Business Environment and Emerging Trends

One of the objectives of this research was to establish whether practitioners’ perceptions of the current business environment and emerging trends matched those identified in the available literature.
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Figure 5: Questionnaire results: Respondents views on trends in the business environment
4.1.1 Summary of Results
Responses to the questionnaire indicated that the two most significant trends are an increase in overheads and a reduction in the sale of healthcare products. These are followed by an increase in clinical procedures, a rising ATV and an acknowledgement that clients are using more than one practice.

A drop in drug sales and a rise in healthcare services were identified as current trends by half of the respondents.

However, further exploration of these trends through interview, revealed the pattern which emerged was less clear, leading to twelve different citations of the most significant trend. In addition, the questionnaire produced equivocal responses for five of the listed trends with no clear view emerging.

4.1.2 Respondents’ Perceptions of the Current Business Environment and Emerging Trends

The interviews revealed that practices were increasing their clinical procedures by upgrading diagnostic equipment. Respondent (R)1 stated ‘nothing new we are upgrading kit and knowledge’. This was echoed by R2, R4, R10 and R12 who had also upgraded what they already had. This enabled practices to enhance services offered in-house which had previously been referred to specialist providers. 

The questionnaire indicated that eight of the respondents agreed that their ATV was up. In the questionnaire eight respondents also reported an increase in clinical procedures which would increase ‘productivity’, particularly due to the high revenue generated per procedure. R1and R8 indicated an increase in price as the reason for an increased ATV. This trend, and the reasons given, mirror the Fort Dodge (2008) findings.

Eleven respondents agreed there had been an increase in overheads, making it one of the main trends that emerged from the questionnaire. This closely mirrors the data published in the VBA Survey (Cooper, 2008). For R6 this was the most significant trend and something he was ‘fighting all the time’.

The current economic climate is causing practice owners to take steps to manage overheads e.g. R6 was intending to ‘keep wage costs down this year’. However, the economic situation had brought some benefits. R6 is ‘squeezing drug companies to give better deals’ which had reduced his drug bill. R8 stated that profit was up 30% compared to last year which was largely due to reduced interest rates on overdrafts. 

Fort Dodge (2009) highlighted the loss of income from falling sales of drug and healthcare products. The questionnaire showed that equal numbers agreed and disagreed that drug sales have fallen. However, the drop in the sale of Healthcare products produced a more marked response, even though according to R4 and R6, these did not account for a huge amount of turnover.  Two respondents, R11 and R8, aimed to retain sales by discounting products or reducing the mark up ‘to compete’ (R11). 

Views on drug sales varied (See Appendix 7 Question 1 for details). R8 stated that ‘the cost of drugs has been a bug bear’. Some respondents stated that sales had fallen, with the majority of those citing the growth in internet sales as a reason. This was seen as a growing trend and was also highlighted by Fort Dodge (2009). Others cited reduced client numbers as the reason for the fall. R1 explained the significance of this, stating ‘if there is a reduced client presence there are fewer marketing and selling opportunities’. 

R12 stated that his accountant was trying ‘to move the practice towards professional fees rather than drugs’. This would help to mitigate any further erosion of revenue from internet and pharmacy sales. R5 explained that although volume had fallen, price rises had ensured that the value of drug sales had not fallen which would also boost ATV in line with the Fort Dodge (2008) findings. 

Nine respondents agreed with Lambert’s (2006) view that there was ‘customer churn’ within the sector with clients using more than one vet. Respondents described clients ‘shopping around’ for items like vaccines in order to save money. However, four of the respondents explained that when there was a problem and a need for treatment, clients returned to their own vet. 

The 24% drop in business cited in the VBS survey as a trend (Cooper, 2008), seemed to match that reported by the respondents. The VBA survey stated that 76% had not seen a drop in income, but out of the respondents in this study, the figure was 58%. This cannot be taken as statistically significant, but would be worthy of further research as the economic climate has changed.

The interview data picked up a general concern about the economic climate and a reduced footfall was noted by 50% of respondents. These concerns mirror those outlines in the Fort Dodge (2008) data.

4.2 Possible Threats to Small Animal Veterinary Practice
Chapter Two of this study analysed existing literature to provide an overview of issues and factors which were deemed to be impacting on small animal veterinary practice i.e. potential threats. Another objective of this study was to investigate practitioners’ perceptions of these threats.
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Figure 6: Questionnaire results: Respondents perceptions of potential threats to traditional small animal veterinary practice
4.2.1 Summary of Results

The questionnaire indicates four threats drawing the majority of respondents to agree. The growth of internet pharmacies and declining client spending power had eleven out of the twelve respondents agreeing. Ten out of twelve agreed that the diversification of practice and the veterinary medicines legislation were threats to the small animal sector. 

Three others threats listed had more respondents agreeing than disagreeing. These were the increasing number of practices, the increasing number of vets and the growth in corporate practices.

Data gathered from the interviews explored these responses in more detail with four respondents rating declining client spending power as the most significant threat and two others including this as of equal significance as all of the other threats. (See Appendix 8, Question 3 for details).
4.2.2 The Threat of Potential Entrants

Although only three respondents cited practices being owned by non-veterinarians as a threat, six cited the growth in corporate practices as a threat and eight respondents discussed the issue during the interview. These two issues are linked. With non-vets now able to own practices the way was paved for the growth of the corporate providers (Moran, 2006).

Only R10 echoed Moran’s (2006) view that corporates had the advantage of buying power stating it was ‘a worry’. R3 and R4 held the view that corporates don’t compete on cost, but competition comes from their ‘advertising muscle’. R4 stated ‘they do thing differently’ and respondents described corporates as aggressive using words like ‘rapacious’ and ‘predatory’. Whereas other vets were able to ‘coexist’ (R6), this was not the case for corporate practices which did not need to compete locally due to the size of the organisation.

One of the respondents stated ‘the whole aspect of corporates is unethical’ and went on to describe the ‘direct competition between ethics and personal greed’ echoing Jack (1994). He argued that corporate practices could compromise care to maximise profit. R9 described a colleague who was disciplined for not selling enough antibiotics. This indicates a tension between being a boss and a corporate employee resonating with Sheridan (2005) and Veterinary Times (2009). The experience contradicts the freedom of the corporate practitioner to focus on clinical care as outlines by Harrison (2006).

In contrast R1 and R8 saw corporates ‘not as a threat but as an opportunity’ reflecting the view of Moran (2006). However, whereas Moran thought corporates improved clinical practice, both respondents viewed corporates as providing an exit strategy.

Two respondents believed they could compete effectively with corporates. R12 considered she was ‘a niche above the corporates’ and could offer more options to clients. R6 explained that the managerial overheads of independents are lower than those of the corporates and as small businesses, independents are ‘more able to take quick decisions locally’ supporting the view of small business described by (Sloman and Sutcliffe, 2004)

In addition to corporate practices ten respondents identified the diversification of practice as a threat in the questionnaire. During the discussion, rather than focusing on new entrants, the focus was on the resulting increase in cost competition. It is difficult to draw any conclusions as only some mentioned direct experience.  However, R8 and R12 considered diversification a threat and stated it would ‘make a big difference’, echoing Wall Beckham (2008).

R11 expressed her concern that the growth of referral clinics and out-of-hours providers, which would be the veterinary equivalent of A and E, might lead to general practice becoming less attractive for new graduates who might see it as less exciting and challenging. 

However, with more practices upgrading equipment and undertaking procedures in-house in response to reduced client spending power and the need to retain practice income, referral to specialist providers could fall. Further economic pressure could also lead practices to return to covering on call in-house rather than pay a dedicated provider. This might address R11’s concern.

R1 stated budget clinics ‘threaten the way we want to work’. This may well be the case, but they may become more popular for cash strapped pet owners and practices may well have to respond to retain market share (Moran, 2006). 

4.2.3 Threat of Substitutes

Revision to the veterinary medicines legislation was cited by ten respondents as a threat in the questionnaire and six respondents mentioned legislation specifically in the discussions. More respondents referred to prescription charges as part of a discussion on internet pharmacies. (See Appendix 8, Question 3 for details)
R5 highlighted concern with the changes brought about by the legislation, particularly the reclassification of drugs, reflecting Cooper (2009a) and VMD (2007). In R5’s view the legislation had removed one of the unique selling points of practice. Breaking the monopoly that was deemed to exist was one of the aims of the revised legislation (Competition Commission, 2003). 

The revised legislation aimed to use market forces to drive the cost of veterinary medicines down. This was evident in the responses. R8 was discounting repeat prescriptions by 40% and selling Frontline ‘at cost before discount’. R6 mentioned special offers for wormer and flea products. R5 gave discounts on long-term medication. In addition, pet superstores, pharmacies and the internet were all mentioned as substitute sources of medicines and health care products. This echoed Fort Dodge (2009) which identified income from leveraged and drug sales under threat.

Respondents indicated that if sales of drugs and leveraged goods continued to fall and income was further reduced, they would protect turnover by an increase in clinical fees. R7 stated ‘that if the internet takes sales I’ll up the price of surgical procedures’. R12 highlighted that the practice accountant was trying to move the practice away from dependence on drug sales towards more robust charging for professional fees. The DTI (2005) criticised vets for charging high prices for medicines to subsidise lower consultation fees, so the changes highlighted by the respondents could be redressing the balance in a way that was intended by the legislation anyway.

The available literature stated concern about whether pharmacies were dispensing correctly (Woodbine, 2008a). This was highlighted by R6 who stated pharmacies were giving human drugs rather than the animal drugs prescribed which would be against the veterinary dispensing rules.

Like Woodbine (2008a), respondents were highlighting a mixed response to the number of prescription requests experienced. R4 stated that clients were asking for prescriptions. R9 stated that ‘this is a growing trend – for the first year we had nothing, but now we have two or three a month and going up’.

Respondents identified the internet as one of the main sources of competition for the sale of medicines and healthcare products. Eight of the respondents discussed this during the interviews. R5, R6, R8 and R9 did not feel that internet pharmacies were a concern yet, while others were already feeling the impact. R11 stated ‘we have lots of internet purchasing here’. R9 stated that internet pharmacies are ‘here to stay’ and, like Dudley (2009) R3 described them as ‘a growing concern’ which was echoed by R5. 

Respondents’ views resonated with Adams and McCrindle (2008) who stated that internet pharmacies were ‘gaining a presence’ and Fearon (2008) who predicted growth over the next two years. 

In terms of internet drug sales, respondents cited expensive long-term medication, ‘the big high value prescriptions’ as the main area of challenge. There was a pressure from clients to give discounts. R2 stated clients ‘cite internet prices and ask if it’s cheaper for cash’. R6 stated that he did not price match when clients ask. R10 stated that he did negotiate with clients if ‘challenged by a client to do a deal’ he would reduce the cost to maintain sales. Coe (2008) would argue that this would benefit owners as they could afford treatment for longer periods, and the driving down of the price of long term medication was cited as a specific concern by MAFF (2001)

R9 described how he uses his pricing policy to complete with the internet on price sensitive items like healthcare products. He has keeps his prices largely in line with the internet removing the incentive for his clients to use this substitute source. For prescription medicines the reintroduction of the prescription fee has made internet purchasing less attractive, echoing Waddle (2008a).

R5 stated that ‘the internet competes on convenience and price which was a point also made by R7 and R11. This reflects the comment made by Waddle (2008a) and echoes Tiffin (2008) who saw clients as ‘voting with their wallets’.

R10 described clients who had experienced problems with drugs purchased over the internet. One product was purchased from overseas and administered without knowing the correct dose, a risk highlighted by Fearon (2008) and Waddle (2008a). The purchase also highlights the issue of jurisdiction mentioned by Binns and Driscoll (2001) and Dudley (2009). Another client had bought eye ointment for half price which proved to be ineffective.  This could have been fake or stored incorrectly. This mirrors the problems described by Lee (2006) and highlights the danger to pet health (Bren, 2006). 

R12 stated that no clients had reported a bad experience, but then questioned whether they would do so anyway mirroring Caulfield’s (2008) concerns. It follows that if internet sales continue to grow the extent of any abuse will also grow. The VMD (2008c) believe that currently, instances of abuse are low, but this may change

R11 had just received her first photocopied prescription. This can give clients access to far more medication that the vet intended, highlighted by St George et al (2004). It also makes tracking difficult as stated by Coe (2008) and Caulfield (2008). It also exposes the lack of a validated prescription system discussed in Fearon (2008).

Coe (2008) and Waddle (2008a) hint at further problems for vets if insurance companies and pet food manufacturers link up with internet pharmacies. This was also identified by R2 who saw ‘a push from pet owning literature and drug companies to advertise alternative sources’ for medication and healthcare products.

R1 questioned the scale of the threat of internet pharmacies. He points out changes to the veterinary medicines legislation, may have given the internet ‘an advantage’, but argues that ‘it is difficult to make an internet business work’ which resonates with Coe’s (2008) view that new internet companies will find it hard to compete on price.

Partridge cited by Woodbine (2008a), stated that the public have not been convinced of the benefits of purchasing medicines form other suppliers. The opinions of R3 and R12 contradicted this view. R3 stated this was a growing concern ‘in an economic climate where clients will look for choice’ and R12 stated that the future held more challenges. 

Although the literature stated that there was evidence of clients obtaining advice and diagnoses from these sites and concerns expressed about the potential impact on animal health, eight of respondents disagreed that these sites are a potential threat and only three respondents commented during the interviews.

Contrary to Dudley (2009), one respondent stated that there was no evidence that ‘people are taking the advice and not coming in’. R6 cited them as a nuisance rather than a threat. R9 used them to his advantage in a ‘collaborative’ way, echoing Bernstein (1999). It could be argued that these are still a relatively new phenomenon and, when compared to other more pressing threats, were not seen to be a significant.

R3 stated that ‘there is a trend for clients to seek advice anywhere’ including veterinary paraprofessionals who provide a substitute service. However, eight respondents disagreed with this as a potential threat and only two people followed up in the interview. 

R3 stated that it was ‘a two edged thing’. He explained that paraprofessionals take part of the client’s budget, but did agree that they ‘enhance animal care’. However, R12 argued that the work undertaken by the paraprofessionals was not work that vets would see anyway. Butterworth cited by  Waddle (2008c), saw this as an area of potential growth and MAFF (2001) saw paraprofessionals as a means of continuing to provide care in the face of rising veterinary costs which in the present economic climate may well be the case.

More respondents commented on the work of veterinary nurses. Respondents described nurses offering typical healthcare services like pet checks, puppy clubs and behaviour classes. R7 gave an enthusiastic response and described how healthcare services had increased, R4 and R5 confirmed they used them, but R6 and R11 questioned their profitability and R6 made the point that ‘nurses wanted to nurse rather than sell’. 

In addition to enabling practices to offer a greater range of healthcare services, Fort Dodge (2009) and Beaney and Swan (2007) argue that nurses can be used strategically to help increase practice turnover. It is interesting to note that two practices had made a concerted effort to motivate all staff and ensure that they were aware of the part they played in increasing practice turnover.

4.2.4 The Bargaining Power of Suppliers
Lee (2006) points out that, like corporates, multi-practice organisations have an advantage in terms of buying power. R6, who had ten practices, echoed this point when he talked about negotiating discounts with drug companies now that he has reached a ‘stage where we’ve got a critical mass behind us to give us negotiating power’.

During the interviews, four respondents mentioned they were members of a buying group to enable them to achieve the same level of discount as larger practices which would help maximise profitability as described by Young and Eddy (1993).

When considering whether the recent mergers and acquisitions amongst drug companies was a threat to small animal practice, no strong opinion emerged from the questionnaire. Four respondents had no view and only three agreed. During the interview, R9 and R3 expressed a view that this could lead to less competition and less choice, a view echoed by VIN (2009). R5 expressed concern that the drug companies would increase in size and this would give them the purchasing power to buy a corporate veterinary practice like CVS which would be a threat.

4.2.5 The Bargaining Power of Buyers

Respondents agreed that small animal practice has diversified. As Hooley et al (2007) argue this increases buyer power. It was evident from the responses to questions relating to healthcare services and clinical procedures, that there were common elements between practices and that they offered a similar range of products and services.

As Lee (2006) points out, this makes it easy for clients to substitute one provider for another, particularly as there are no switching costs involved. 

Evidence of ‘customer churn’ as a trend has already been discussed earlier in this chapter. 

R7 stated that clients had been ‘more inclined to pick and choose their services’ over the last six months, which may indicate that this is a growing consumer trend identified by Gagnon and Chui (2005) or it may be a reflection of the current economic climate with clients looking for the cheapest option reflecting the views of Wright (2009) and Tiffin (2008). However, it could also be argued that once consumer habit become established and clients know vets accept this practice, it will continue even when the recession is over.

For the respondents, declining client spending power was significant with eleven respondents seeing it as a threat. During the interviews four stated that this was the most significant with a further two including it in their concern that all of the threats were ‘nibbling away’. 
During the interviews, respondents, not only cited the range of products and services competing for clients’ money, but also described clients who were being affected by the current economic climate. R2 summarised this by saying that some clients were ‘directly affected by the financial climate and others were being more cautious’ echoing Wright (2009). 

R2 stated more clients wanted to do direct insurance claims which meant that the vets sent claims to the insurance company instead of clients finding the money and then reclaiming costs. R3 described clients delaying treatment and R9 described clients who were ‘more price sensitive over procedures. Problems seemed to be localised (R6). For some, like R1 and R8, clients had not been ‘hit’ by the recession, but others like R9, R10 and R6 clearly had which could be due to geographical location. 

4.2.6 Competitive Rivalry

Responses to the question of whether there had been increased competition, looked at different sources. (See Appendix 8, Question 2 for details of responses). Seven respondents cited an increase in the number of practices as a source of competition, with new practice opening and a growth in corporate practices. Respondents highlighted neighbouring practices becoming ‘more business-like’ as increasing competition. Six cited competition from other sectors as a trend. These were paraprofessionals, internet sales and other retail outlets vying for the ‘pet’ pound. This resonates with trends identified in the Fort Dodge (2009) survey.

Hooley et al (2007) identified a series of factors which lead to intense competitive rivalry. The first is where businesses are evenly balanced, where product differentiation is low, during periods of low growth, where exit barriers are high and fixed costs are high.

Even though practice has diversified, it could still be argued that product differentiation across the sector is low as all practices, regardless of whether they are general practices, budget clinics or referral centres still offer small animal veterinary services and compete for the same clients. When looking at the background detail, most of the respondents are in similar size practices. Responses to the interview and the questionnaire, have highlighted a period of low growth in terms of client numbers with 50% stating they had seen a reduction in footfall. Respondents also commented on the high fixed costs. These factors indicate that competitive rivalry within the sector is high.

4.3 Achieving and Maintaining Competitive Advantage
Another objective of this study was to gather data on what practitioners were doing to achieve and maintain competitive advantage. (See Appendix 8, Question 4 for details of responses).
4.3.1 Summary of Results

The interviews revealed that respondents mainly competed by offering a special quality in their service delivery, although some did talk about the niche services they offered and that they kept costs down.

4.3.2 Cost Leadership

Except for R6, there was no evidence that cost leadership was being used a strategy for driving down the fees for clients. Rather, it was used to keep costs ‘tight’ (R4) to manage the costs associated with the business. This would help maintain profitability which is good business management (Carter, 2009).

R1 and R7 did not want to compete on price and were keen that their practices were not associated with cost cutting which, according to R7, would ‘devalue the product’. This echoes the view of Carter and Jones-Evans (2006). R9 did not want to get into a ‘spiral of competition’ on cost. Interestingly, R12 described raising his prices to ensure that he was in line with the competition as, previously, he had been cheaper.

R6 was the only practitioner actively pursuing a cost leadership strategy. Within his core business he was following a strategy of ‘being a bit cheaper which has resulted in more clients and more work done’. When probed this was part of his business strategy which mainly focused on offering a quality service. In order to pursue cost leadership, he had taken the decision to diversify into the budget sector which he described as a ‘new brand’ and a ‘different strategy’. 
In terms of managing the costs associated with the business, R2 mentioned reducing staffing levels, R4 mentioned keeping staffing levels tight and R1 was rationalising spending and loans all advocated by Carter (2009). R2 and R6 pursued best value in their drug costs and R11 and R10 in utilities, advocated by Chapman (2009).

A VBA survey (Wright, 2009) highlighted that vets were looking at fees in response to the current economic climate. R3, R4, R6 and R10 were all taking steps to manage their fee increases with two stating that they had not put fees up this year.

R2, R10 and R11 were offering clients a wider range of options in the light of the current economic climate which was identified by Bradley (2008) as an important strategy and one which could help practices retain clients.

Both R9 and R11 had made conscious decisions to carry high costs in specific areas. R9 had a high nurse to vet ratio and R11 described high staffing costs and an investment in training. For both, this was about ensuring that they were able to offer a good level of customer service.

4.3.3 Differentiation

All respondents stated that they pursued a differentiation strategy, offering some special quality in their service delivery. Respondents commented on being ‘friendly and approachable’ (R10); ‘ available for clients’ (R2); ‘offering 24/7 care’ (R5); ‘offering a premium product at an affordable price’ (R7); being friendly and approachable R8, R9 and R10; ‘we talk to clients’ R11; ‘we aim to keep people happy’ R12. In summary, all respondents were aiming for a ‘client orientated approach’ R12 aimed at ‘making clients feel valued’ R2. 

All of these responses were using personalised attention (Carter and Evans-Jones, 2006) adding value and enhancing the service offered (Hooley et al, 2007).

R11 talked about selling clinical services as this is the part of the business that is unique and can’t be offered by anyone other the veterinary surgeon.  This resonates with Cooper (2009b) who argues that vets need to promote this aspect. R6 also echoed this view when he stated ‘we are concentrating on clinical procedures and less on preventative as it’s easier to sell’. 

R7 stated that ‘I don’t believe that people mind spending if they think they are getting a quality product. Within this strategy, it is possible for businesses to charge a premium price and although R12 did mention raising his prices to a level similar to his competitors, premium pricing was not evident in responses. This may be due to the competitive nature of the sector and current economic pressures.

4.3.4 Focus

The practices in the sample were all general small animal practices and were not pursuing a niche strategy in terms of offering a specialist service. This would be the preserve of specific referral clinics or single service providers. However, a number of respondents highlighted areas of specific interest through which they offered some niche provision as part of their general practice e.g. exotic animals, dermatology, dentistry, prosecution work, behaviour therapy. There was a theme that respondents were using this to ‘enhance the standard service rather than send to referral’ (R1) which has already been discussed. 

Dingwall (2006), Murphy (2007) and Lee (2006) argue that practices need to segment clients to optimise service delivery. R11 stated ‘I don’t segment clients … They have individual needs – they are not dinkies etc’. It is also evident from discussing the use of data that respondents don’t segment clients as R3 states ‘we don’t translate this into individuals’. It could be argued that segmenting clients could be counterproductive and that it is difficult to offer different levels of service within the same practice. R6 has recognised this by choosing to target his budget clients via a separate arm of his practice. 
4.4 Promoting Customer Relations

(See Appendix 8, Question 5 for details of responses)

There was a mixed response to the use of promotional strategies like open days and newsletters. These were used by respondents, but not with a great deal of enthusiasm. R9 stated open days are ‘vastly over rated’. R1 dismissed open days merely as ‘glad handing’.

In terms of practice information a number of respondents now have websites. Others had practice literature and brochures and one used a lap top to provide information on the practice at the front desk. These strategies were cited by Maris (2009) as useful for enhancing client understanding.

Advertising also brought a mixed response. The majority of respondents had adverts in Yellow Pages and with yell.com. R3. R6, R9 and R10 had cut their advertising with R10 moving to Google after asking staff and clients where they would go to search for a vet. R3 had taken the step of buying top slot in yell.com for his local area. 

R2 advertised in local publications. Others did local radio, television and the local press, sponsorship and goodwill activities. R6 was proactive in advertising new clinics and R3 had employed a company to revamp the practice promotional material.  For others, promotion was ‘low key’ and R4, R9 and even R3 questioned its value.

R4 stated that through monitoring where clients come from, he believed 80% came through word of mouth. R8, R6 and R9 also held the view that clients come because the practice was local and it was recommended. 

The strategies used by the respondents and the belief that clients come because of word-of-mouth recommendations mirrored those listed in the Bayer Animal Health Survey (Curwen, 2006).

4.5 Compliance

In terms of compliance, ten respondents mentioned they were taking some steps to ensure that existing clients returned for healthcare procedures like vaccinations, flea treatment dentals and wormers. R6 also mentioned linking with a food manufacturer. The use of compliance strategies could be argued to help cement client relationships (Murphy, 2007)

There was evidence of the vets questioning compliance as a strategy. R1 pointed out that a reminder is just that. He believed that clients needed a reason to come back. R3, R8, R6 and R9 questioned the use of text reminders.

Although the Virbac (2006) study suggested there was room for improvement in this area, the practitioners in this study were not willing to pursue compliance aggressively. R12 stated that she was wary of enforcing compliance as it is ‘pushed by marketeers’ and ‘can have a negative effect’. This was reinforced by R9 who considered that a less pushy approach had helped gain new clients.

Drobis (2006) and Lee (2006) criticise vets for claiming to be customer focused, but not fulfilling this in reality. However in this small scale study, a customer ethos was evident in the responses. All vets had adopted quality service as their strategy and were keen to pursue this in the delivery of their core service.

There was also evidence of respondents canvassing their client’s views and conducting some market research within their practice and responding to what they found. R11 stressed that she worked at making it easy for her clients which echoes Tiffin’s (2005) view that practitioners need to find out what their clients want

4. 6 Data

When asked about their use of data there was a mixed response. (See Appendix 8, Question 6 for details of responses). R11 stated ‘I measure everything’. In contrast R12 stated ‘virtually none’ and R10 stated that he did not have the time to analyse data. However, respondents did use the data generated by their accountant and four made specific mention of FDI although there was some scepticism about the content. 

There was evidence of practices measuring and monitoring aspects of performance (Drobis, 1991), but limited evidence of data being used to set targets as advocated by Sheridan (2006a) and Curwen (2006). Only R6 and R11 mentioned making use of data with team members so that all had feedback.

Interestingly, R11 echoed the view of Sheridan (2006a) when she saw the lack of good information on trends and financial performance as a real threat.
4.7 Conclusions
The respondents described a range of trends and potential threats to small animal practice that mirrored those outlined in the literature review.

For the practice owners in this study, the two most important trends were the increase in overheads and the reduction in the sale of healthcare products. In addition, the two most significant threats were identified as the growth of internet pharmacies and the decline in client spending power.

Respondents were all pursuing a differentiation strategy and were using promotional strategies to enhance customer relations, although some scepticism was evident.  It was also evident that the current economic climate was impacting on small animal veterinary practice and adding to the competitive rivalry that exists within the sector. The economic downturn is predicted to be temporary, but some of the other trends and threats identified may well be more permanent. 
5.0 CONCLUSIONS AND RECOMMENDATIONS
The aim of this study was to examine traditional small animal veterinary practice in the context of the current business environment. Each chapter has focused one or more of the objectives set to deliver that aim. This final chapter focuses on the last objective which is to evaluate the impact of current business strategy and make recommendations for future improvement and further research. 
In addition to drawing conclusions and making recommendations, the chapter also looks at the limitations of this study.
5.1 Limitations of the Study
5.1.1 The Interviews

The study used a series of semi-structured telephone interviews. As can be seen from the background details, (Appendix 7) the use of telephone interviews, made it possible to include respondents from a wide geographical area across England and Wales (Frey and Oshi, 1995; Saunders et al, 2009). The use of telephone interviews also helped to reduce the time period over which the research was conducted as it was easier to organise a telephone interview. 

To be effective, Mason (1996) argues that qualitative research needs careful planning. The main prompt questions and the questionnaire were carefully planned and pre-testing and piloting was used to refine the wording and the way the interviews were conducted. This helped to increase the validity of the data gathered.

The timing of the interviews did present some practical difficulties, as some had to be conducted during the working day. Others were conducted during the evening when respondent had finished a day’s work, which put less pressure on the timing. However, it was not always easy to mange the time and, as a result, some interviews lasted much longer than others. As these were conducted over the telephone, it was difficult to pick up clues about whether there was respondent fatigue (Frey and Oshi, 1995)

The use of semi-structured interviews had the advantage of allowing points to be probed for clarity (Frey and Oshi, 1995; Saunders et al, 2009) which was useful as the researcher was not a small animal practitioner. This ensured that meaning was correctly understood and improved the validity of the data gathered. 
However, the use of further questions to clarify and draw out responses compromised reliability, as it was not possible to ensure that all respondents were asked the same questions. This makes it difficult to replicate the study and reduced stimulus equivalence (Collis and Hussey, 2009).  As Polkinghorne (2005) argues quantitative interviewing cannot be ‘reduced to set of techniques or instructions’.

Conducting the interviews over the telephone did mean that the interview questions had to be carefully phrased. It was not possible to ask long, complex questions (Frey and Oshi, 1995) or to benefit from the use of visual clues or body language as prompts (Black, 2006). The five main questions were e mailed to respondents in a letter prior to the interview, but it was clear that not all respondent had looked at them before the interview. The use of the telephone also meant that any prompt questions needed to be clear and easy to understand.

In qualitative research, the researcher has close involvement with the respondents (Bryman and Bell, 2007). It is possible to argue that this is a

strength of qualitative research as it is possible to establish a rapport with respondents that will lead to them being open in their responses. However, the use of the telephone did compromise that closeness as it was more difficult to establish a rapport (Remenyi et al, 1998). Nevertheless, respondents were willing to share detailed information with the researcher and the majority were prepared to reveal a significant amount of information about the impact of current issues and trends on their businesses.

One of the disadvantages of qualitative research is the sheer volume of data collected which, as Remenyi et al (1998) point out, can swamp the researcher. To mange the data, and limit the disorganised (Jankowski, 2005) nature of the information gathered the decision was taken to write notes during the interview. These were then distilled to produce a grid of responses (see Appendix 8). 

It is recognised that qualitative research can ‘never be value-free and objective’ (Remenyi et al, 1998). The data gathered is the respondents’ reflections on their experiences. Respondent bias (Frey and Oshi, 1995) was introduced at this point, because the respondents decided what information to share and the emphasis given to what was said. These responses were further mediated by the author who decided which points to probe further, what to note down and which pieces of data were given priority during the analysis of the findings. 

As Black (2006) points out, ‘rich data’ is being converted into ‘a few short sentences’. The data is not presented in the form it is collected and goes through a transformation that is laden with the researcher’s values and beliefs. Therefore, interviewer bias, as described by Alvesson and Deetz (2000), was introduced into the process. . As Black (2006) argues, ‘seeing and hearing aid our understanding’. This is missing from the written version of events and findings.

The use of audio recording may have helped the process, but the decision was made not to use this as it could have limited the willingness of respondents to give open responses. 

Remenyi et al (1998) state that during the research process ‘the researcher learns much about research methodologies’. This is certainly true in this study where the author’s skill at interviewing increased as more were completed. As pointed out by Jankowicz (2005), for the amateur researcher, interviews can be challenging, but this improves with practice. Eventually a ‘pattern’ to the interviews emerged. As a result, those conducted toward the end of the process are likely to have generated more valid data. 
5.1.2 The Questionnaire

In addition to the interviews, a questionnaire was used. This ensured that respondents had time to think about the content prior to the interview which should have helped improve the quality of the data (Frey and Oshi, 1995). It also meant that the researcher had some indication of views before commencing the interview. 
For an unskilled researcher, the use of the questionnaire was beneficial as the responses formed the basis of discussions and should have helped to reduce interviewer bias (Bryman and Bell, 2007). It use also meant that a lot of information could be gleaned quickly which compensated for some of the limitations of using the telephone.

The aim of using the questionnaire was to provide some triangulation of data. However, due to the small sample, this would be limited and it would certainly not be possible to generalise. The facility for respondents to note any trends or potential threats that they thought were missing from the list was a good strategy, as it enabled the researcher to gather ideas that had not emerged from the literature review. This improved the quality of the data.

Finally, the questionnaire was used to gather the background details of the respondents. This worked well as it meant that time was not needed during the interviews for this.

5.1.3 The Sample

The size and nature of the sample is a limitation.  The sample of twelve respondents is small. This limits the generalisability of the findings which can be argued to be representative only of those involved. However, the aim of this research was not to produce ‘law-like’ generalisations, but to begin to explore the perceptions and views of practitioners.

The sample used was a convenience sample. Although this is a common technique (Saunders et al, 2009), it is subject to bias. The fact that respondents were selected because they were available and willing to take part means they were not representative of the whole population and, of course, as Collis and Hussey (2009) point out, ‘volunteers may possess certain characteristics which those who do not volunteer may not posses’. The use of a convenience sample limits the scope for generalisations 
One final point is worth noting.  Responses have been shaped by the current economic climate which may have skewed the data gathered and been a priority in the minds of the respondents, influencing their perceptions of business performance. This emerged as a significant event during the period of this study and was not evident when the subject of the study was chosen.
5.2 Conclusions
5.2.1 Traditional small animal practices display many of the features typical of SMEs
Although some respondents did invest time in managing the business and analysing performance data, others cited lack of time as an issue, echoing the view of Garau (2004). 
In addition, respondents were expected to manage all aspects of the business and did not always have specialist knowledge for this. As Bridge et al (2003) point out, they ‘learn on-the-job’.  Bridge et al (2003) also state that small business owners often invest personal money, which was the case for R8 who had ‘sold a very expensive car to prepare for the recession’. 
As SMEs small animal veterinary practices are vulnerable to changes in the business environment and competitive threats as they have limited influence on the external environment (Garau, 2004). The current economic climate could increase this vulnerability, as could a lack of careful management.
5.2.2 Although there were common themes and views being echoed by respondents, there was also evidence of a diversity of views and opinions and some areas of ambiguity 
This could be because the sample was small and a larger sample might have led to more consistency, but it is perhaps more likely that it reflects the lack of ‘integrated theory’ described by Gibb (2000) and Carter and Jones-Evans (2003) as typical of research on small businesses.
5.2.3 From the results of the questionnaire and the interviews it was evident that practice owners mainly agreed with the trends and potential threats identified, although some were deemed to be more significant than others
In terms of the trends, the questionnaire identified that an increase in overheads and falling sale of healthcare products were the most significant for the respondents. In addition more respondents agreed than disagreed that there was a rise in clinical procedures, that ATV had gone up and that clients were using more than one practice.

When considering potential threats, the rise of internet pharmacies and the decline in client pending power were identified as being most significant. In addition, the diversification of practice and the impact of the revised veterinary medicines legislation were also seen as significant threats.

Although declining client spending power has been identified as a threat by respondents, the question needs to be asked whether this is a genuine ‘top’
threat or whether it has been propelled there by the publicity surrounding the current economic crisis which is affecting all sectors. However, although this might be a temporary phenomenon, active client numbers are falling. 
This together with diversification within the sector could mean that some businesses will not be able to retain a viable client base. Market forces may well prevail, which will see some practices closing and the balance of active clients per vet being redressed as a result
5.2.4 The data gathered showed that respondents mainly used a differentiation strategy to compete and were confident in the use of this
Porter (2004) warns against pursuing more than one strategy as this can lead to being stuck in the middle and below average performance. Some respondents did indicate the use of more than one strategy but discussions clarified this.
Cost management rather than cost leadership was being used by respondents to ensure best value and maximise profits. Where cost leadership was actively pursued, this was done through a different arm of the business (R6).

Respondents also mentioned pursuing some niche areas, but these were not key aspects of the business. What respondents were doing was pursuing areas of clinical interest to provide a better service for customers and to retain clients.

5.2.5 Respondents may not have been using the vocabulary, but were demonstrating the ‘culture’ of Customer Relations Management which Gibb (2000) states is vital for the success of small businesses
According to Tuomi cited by Lambert (2006), ‘Tomorrow’s winners are listening to their customers … to understand their needs and wants, create personal messages and offers and interact with them on their term, fulfilling customer wants and needs more efficiently and effectively than their rivals’.  Johnson and Johnson (2007) echo this and argue that vets will need to create value message for clients and that this is particularly important during the economic slowdown.
It was evident that respondents knew their clients and were working to address client needs. They were offering clients options and were sensitive to costs in the current recession. Respondents were working to create value message for their clients through the range of services and products they provided. The ability to provide a personal service and high levels of customer care is one of the strengths of small business (Bridge et al, 2003). 

Respondents had asked clients’ views and opinions about aspects like text messaging and advertising and had used these to shape practice protocols. However, it was evident that this was not a coherent strategy across all respondents.

5.2.6 Approaches to marketing and aspects like compliance were inconsistent
Some respondents worked to market the practice and ensure customer compliance, whilst others took a more relaxed view or were even openly sceptical about the value of these activities. According to Bridge et al (2003), this is typical of small businesses which adopt of more informal and idiosyncratic approach to some systems and procedures. 

5.2.7 The tension between running a business that has a retail function and being in a profession was evident 
Some respondents invested little time in detailed analysis of the business. For example. R8 stated that he watched cash flow carefully ‘and if all is ok then I am happy. Others were far more proactive and R6 stated that he was finding running the business more interesting. 

This tension was also evident when competition was discussed. R12 saw competition as ‘un-gentlemanly’ and was not comfortable with the idea that others were prepared to open practices that challenged the livelihood of a fellow professional.

The different attitudes to business was one of the surprising findings for the researcher. The current economic climate is considered to be challenging. It was surprising that even during these times, respondents seemed reluctant to actively manage the business which provided their livelihood.

In contrast, other respondents showed a strong entrepreneurial spirit and were motivated by managing and growing their businesses.

5.2.8 There was evidence of conflict between some views emerging from the literature and those of the respondents
Tiffin (2005) argues that vets have to accept that theirs is a retail business. R11 disputed this view, arguing that the profession has been ‘sold’ the idea that it needs to compete in terms of retail over the last ten years. 
In R11’s view, this is the area of greatest competition and an area where practices compete at their peril. R11 argued that she is ‘appalling at retail, but I don’t have a problem with that’. For R11, the key to competition is ‘selling’ clinical expertise as that is the area where only vets can compete. R6 shared this view. This view was echoed by Cooper (2009b) and seen as vital to enable practice to compete with the growth of substitute providers.

5.3 Recommendations

5.3.1 For the Profession
Sheridan (2006a) has expressed the view that the BVA needs to promote practice benchmarking, as this will improve the efficiency of the business and the standard of care for animals. Vets need to support this view and ensure they lobby their professional associations to take an active role in this and develop useful parameters and ratios that can be used by practitioners. 
Should this data become available, practitioners need to be more proactive in its analysis and application. Respondents clearly have views on this because they have questioned the validity of FDI and the usefulness of ATV as a measure. Therefore, the key to an association based benchmark system would be to ensure transparency and that it was generated by an independent organisation.
Currently, there is no regulation governing competition, with practices free to set up in direct competition with others. Small animal practice may well be a commercial enterprise, but it also has a key role to play in animal health and wellbeing which is vital for the protection of the health of the general population e.g. in the management of rabies. Consideration needs to be given to whether this open competition is the right approach, or whether some regulation is required to ensure the strength of the sector is not challenged.
The advice offered by the veterinary press, tends to offer a ‘one size fits all’ approach. It is evident from this research that practices take a more individual approach to business. The professional organisations and the networks that currently exist, could combine to share a range of best practice which would provide a useful source of information for owners and managers.
5.3.2 For Universities and Training Providers

It would appear that only Nottingham University (see Appendix 2) offers undergraduates any training in business management. Veterinary schools need to ensure that vets graduate with some basic business knowledge as the majority will end up in small animal practice which is a commercial enterprise.

Veterinary training organisations need to continue to provide business related training. One possible development could be integrating the business and clinical CPD rather than offering them as two separate streams. For example, a training event which looks at dermatology could focus on developing clinical skills but also include an element on how the newly acquired skills could be marketed.

5.3.3 For Small Animal Practice Owners
FDI (2009) states ‘the key marketing challenges for practices is to: ensure they maintain their client base or minimise client losses; work to increase the frequency of visits and the amount spent per visit; ensure fees and charges are competitive; give high priority to marketing and promotion; ensure the business is running efficiently and costs are kept to a minimum’. These would seem like good strategies for practitioners to use in order to compete in the current economic climate.

Small animal practice owners need to focus on marketing aspects of the business. There was a mixed response to the use of promotional strategies and a number had cut advertising budgets. Marketing will help to retain existing clients and will also attract new ones. 

Pursuit of compliance is also an area that could be developed. Respondents expressed concern about this and questioned its effectiveness. The approach does not have to be aggressive and ‘pushy’ which, as stated by R12, could deter clients. If, as Lee (2006) states, compliance strategies are used to address the needs of pets, they will ensure high quality medicine and should improve client satisfaction.

Lack of time and specialist knowledge in aspects of business management have already been discussed. Some of the respondents like R1 were using external providers to help them analyse and develop their business . This approach of buying in experts is one that vets should consider as it enables them to concentrate on clinic practice. However, it would be important to track the impact of this to ensure that there was a cost benefit.
5.4 Recommendations for Further Research
5.4.1 Any one of the aspects which have been covered in the broad sweep of this research e.g. competitive strategy, customer relations, compliance could be the focus of a more detailed and in-depth study 

5.4.2 The use of different research methodologies would also provide the basis of further investigations 
For example, quantitative studies would use much larger samples and enable researchers to generate hypotheses for further testing. A national survey, funded by an organisation like the BVA would help to provide a wealth of data with the ability to look at geographical differences across the sector.

5.4.2 There is a need for truly independent academic research

R11 stated a suspicion that those advising the profession are often pharmaceutical company personnel and that they are looking at the sector from a marketing point of view and not with the profession as their primary concern. Further research needs to be done to tease out the issues and produce a body of knowledge that small practice owners trust. This needs to be conducted by individuals or organisations that practitioners would respect and who do not have a vested interest.
5.4.3 The use of a case study approach to provide a detailed and in-depth analysis (Collis and Hussey, 2009) of existing practices would also provide useful data which could lead to the sharing of good practice
5.4.4 Parallel studies with other professionals would provide valuable data to inform small animal veterinary practice
Given that other professions are facing similar issues e.g. general medical practice is now moving to a different structure for providing out of hours care, parallel studies would generate interesting and informative data. 
A parallel study with the optical industry would be particularly pertinent given that independent businesses are competing with corporate companies and key figures from the optical industry are currently involved in the corporate small animal veterinary practice (Veterinary Business Journal 2006a and 2004)
5.4.5 Research into the effectiveness of legal and regulatory frameworks and codes of practice in other professions like pharmacists and dentists, and how these might be applied to the veterinary profession, is another area of investigation. The views of practitioners and the professional bodies to the potential introduction of these protocols would also need research
5.4.6 A study of the current content and levels of CPD available to, and accessed by, the profession could also form the basis of further research. In addition research could be undertaken into the impact of current professional development
5.4.7 The issue of the de-professionalisation of the profession is also an area of potential future research
Like other professions, veterinary surgeons are facing the challenge of paraprofessionals who are moving into areas of the market. A similar situation exists in teaching where the use of unqualified teaching staff to cover and support lessons is resulting in claims of de-professionalisation.
5.4.8 Research into existing models of networking could help highlight effective practice and make recommendations for how this might be developed
Gibbs (2000) stresses the importance of networking to the success of small businesses, not only between professionals but also with clients to ensure good relationships. A specific focus may well be the use of the internet which is already used by the profession to provide discussion forums.

In summary, the lack existing empirical research dedicated to this sector means that there is enormous scope for developing further projects to inform current thinking and practice.
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APPENDIX 2

Overview of Veterinary Degrees and Course Content from the Seven Vet Schools.

 Collated from the Prospectuses for Entry 2008
	Vet School
	Course Summary for the B Vet Med

	Bristol
	The aim of pre-clinical study is to provide a firm basic knowledge of the normal structure and function of the animal body. Following from this you will undertake studies of disease and its treatment. Throughout this period you will also study animal management, production and husbandry, with the emphasis being placed on how these contribute to the health and welfare of animals.

The last two clinical years of the programme are undertaken in the Departments of Clinical Veterinary Science and Pathology and Microbiology at the Clinical Veterinary School at Langford.

Throughout the programme, it is a requirement of the Royal College of Veterinary Surgeons that you undertake 12 weeks of extramural practical experience with animals; these placements are carried out on farms and other units such as stables during the vacations of the first two years of study. A further 26 weeks of clinical extramural study is undertaken during the vacations of the last three years of the programme For the most part, the clinical study comprises placements in veterinary practice, but includes diagnostic laboratory work with the Veterinary Laboratory Agency and attendance at a meat hygiene course.

	Cambridge
	The first three years - the scientific basis of Veterinary Medicine. Subjects in the first two years concentrate on the biological sciences that underlie the practice of veterinary medicine.

Years 4 to 6 - science into practice. In the autumn after the Part II examinations and graduation with the BA degree, all veterinary students commence their clinical studies at the Veterinary School, Madingley Road. The three-year clinical course is made up of lectures and extensive small group, hands-on, teaching (typically in groups of 8) termed 'rotations'. The Veterinary School is generously equipped with computer-aided learning and research facilities to support these activities.

During the final year, students are exposed to a wide variety of clinical cases so that you will be taught the practical skills which will enable you to become an effective veterinarian. Clinical cases coming into the Queen's Veterinary School Hospital provide many opportunities for you to develop those skills under expert supervision.

	Glasgow
	The Bachelor of Veterinary Medicine and Surgery (BVMS) five-year course currently comprises:

· two years of preclinical subjects including Anatomy, Animal Husbandry, Biomolecular Sciences and Physiology; 

· a paraclinical year including Microbiology, Pathology, Parasitology and Pharmacology; 

· and two clinical years comprising large and small animal components.

Throughout the course students are also expected to engage in extra-mural studies (EMS).

	Liverpool
	You will study Cell Biology, Anatomy, Physiology, Nutrition, Animal Husbandry, Genetics, Animal Behaviour, Epidemiology and Pharmacology in Years One and Two, followed by Infectious Diseases, Pathology, Parasitology and Public Health in Year Three, which also includes a research project module. 

The final year is lecture-free and the Clinical course includes substantial amounts of practical small group teaching. You have a choice of elective subjects, which are studied in greater depth. 26 weeks of clinical extra-mural study are completed between Years Three and Five. 

Students receive special training in communication skills. Students may also undertake an intercalated degree and extend their programme.

	London
	Your first two years will be spent mainly at our Camden Campus in London, with visits to Hawkshead Campus for lectures and practicals in animal health and handling. You will study the healthy animal in its normal environment and acquire basic skills in handling and examining horses, farm animals and companion animals. The basic veterinary sciences are taught in an integrated manner on a body systems basis, with the clinical relevance of the sciences highlighted at every stage.

During the first two years you must also undertake a minimum of 12 weeks. This gives you the opportunity to tackle real-life problems in a variety of settings such as dairy and sheep farms, stables and catteries. 

The third year and first half of the fourth year are spent at the Hawkshead Campus, Hertfordshire. This phase will provide you with the framework of knowledge and basic practical skills in clinical science necessary to participate fully in clinical practice at the RVC and in private veterinary practice. As such during this time you will spend increasing amounts of time in our state-of-the-art Clinical Skills Centre practising a wide range of skills in a 'safe' setting and under expert guidance that will stand you in good stead when you start your clinical placements.

Year three also sees students beginning their Clinical Extra Mural Studies. This is the compulsory time that all veterinary students have to spend off-campus gaining practical experience. During years three, four and five you must complete 26 weeks of Clinical EMS via a balanced programme of placements at general veterinary practices, specialist veterinary centres, the State Veterinary Service, research institutes and the Veterinary Laboratory Agency (VLA). 

From the beginning of year four, most of our students' remaining time is spent gaining hands-on experience in RVC clinics via Intra Mural Rotations (IMR). Our fantastic clinical facilities provide students with the opportunity to be exposed to 20,000 cases each year.

During the fourth year, you will also spend at least eight weeks devising and executing a research project on any aspect of veterinary science that interests you. Self-motivation is key here, but a supervisor will be assigned to provide help and support as you need it.

A lecture-free final year is devoted to developing practical skills and problem based learning in the RVC’s Hospitals and private veterinary practices.



	Nottingham
	Our veterinary undergraduate curriculum is taught using a modular system over the first four years with a lecture-free clinical year: 

· Years 1 and 2 develop learning primarily about the "normal" animal using clinical case examples and scenarios. You will also develop animal handling skills, and understanding of animal husbandry, relevant industries and the role of animals in society. Personal and Professional Skills focuses on learning, communication and the professional role of the veterinary surgeon. 

· Year three provides you with an opportunity to focus on a research project of your choice. You will also develop further understanding of principles underpinning clinical veterinary sciences. At the end of year 3 you will graduate with a Bachelor of Veterinary Medical Sciences degree. 

· Years three and four develop learning about animal production, trauma management, disease processes, diagnosis, management and prevention. This part of the course also integrates learning of pathological processes with the food industry, zoonotic disease and public health. Personal and professional skills are expanded to incorporate business skills and entrepreneurship. 

· Year five consists of a series of Clinical Practice Modules that comprise small-group clinical teaching in a hospital/practical/laboratory situation at our Clinical Associates. Teaching and learning is based upon observation, discussion and practical experience; at each institution students are under the supervision of university academic staff placed at, and working within, the institution. 

· A total of 12 weeks Animal Husbandry Extra Mural Studies (EMS) and 26 weeks Clinical EMS is also undertaken. Animal Husbandry and Clinical EMS is organised in accordance with recommendations as defined by the RCVS. Extra Mural Studies expose students to the practical, ethical, financial, managerial and inter-personal aspects of professional practice. EMS placements are appropriately supervised and assessed and take place during vacations and during year five. 

· At the end of year five successful students graduate with the Bachelor of Veterinary Medicine (BVM) and Bachelor of Veterinary Surgery (BVS) degrees.

	The Royal (Dick) The University of Edinburgh
	The new curriculum begins with our integrated ‘animal body’ course emphasizing both normal and abnormal structure and function from day 1. Building upon this foundation, students subsequently study species based integrated clinical courses covering small animal, farm animal, equine and exotics by the end of year four. 

 In the final year, under the supervision of international experts in their respective fields, students undertake clinical rotations which fully integrate them into the veterinary healthcare team for maximum practical experience. A ‘vertical thread’ of teaching in animal health, welfare and food safety also runs through the curriculum emphasising the key role for veterinarians in the understanding of diseases in populations and their importance as members of global healthcare teams.

Students keep a professional skills portfolio throughout their time in the school to record transferable skills aspects of the course and experiences during extramural studies. 

	Dublin
	The programme is concerned with the promotion of the health and welfare of animals of special importance to society. This involves the care of healthy and sick animals, the prevention, recognition, control and treatment of their diseases and the welfare and productivity of livestock. 
There is an emphasis throughout the programme on problem-based learning, moving away from the exclusive lecture-based approach and dealing with simulated and real-life problems.  Clinical rotations take place primarily in the University Veterinary Hospital in Belfield, which receives a wide range of pet species, farm animals and horses. The caseload provides important opportunities for our students to complete their clinical training requirements. 
At the start you will be given a thorough grounding in normal animal structure and function, animal handling, welfare, nutrition, breeding and management. In later stages, you will develop knowledge and skills in the prevention, diagnosis, treatment and control of diseases in domestic animals and birds. 
Stage 5 of the programme reflects UCD’s new veterinary curriculum. This stage focuses on hands-on work and real clinical cases. It consists of rotations in: 
· Large and Small Animal Surgeries 
· Diagnostic Imaging 
· Anaesthesiology 
· Small and Large Animal Medicine 
· Emergency Medicine 
· Clinical Reproduction 
· Herd Health 
· Population Medicine 
· Diagnostic Pathology 
· Clinical Pathology 
You will undertake professional practical work between academic years and during other vacation periods. In the early stages of your programme you will take an appropriate programme of farm animal and companion animal experience, up to a maximum of 10 weeks. During Stages 3, 4 and 5 of the programme you are required to complete a minimum period of 24 weeks of extramural studies.  



APPENDIX 4
Data Collection Prompts:

1. What do you consider to be the most significant trends that have emerged in your practice over the last three years?
2. In your view, has there been an increase in competition over the last three years, firstly in your practice and secondly across small animal practice?

a. How has that been evident?

3. Out of all of the threats listed in the questionnaire, which would you consider to be the most significant and why?
4. Business theory says that businesses can compete by: 

a. keeping costs down

b. offering some special quality in their service delivery

c. offering some kind of specialist service. 

How do you choose to compete?

If you do all of these which would you say is your main strategy?

5. What sort of strategies do you use to promote good relations with your clients?
a. Data
b. Compliance
c. Reminder systems
d. Advertising
e. Newsletters
f. Open days
APPENDIX 5
The Questionnaire

SMALL ANIMAL VETERINARY PRACTICE AND THE CURRENT BUSINESS ENVIRONMENT

Please complete the question and background information sections below.

The Business Environment

Surveys have suggested that a number of trends have emerged in small animal practice over the last three years. In the boxes at the side, indicate whether these trends have been evident in your own practice over the last three years.

	
	Agree
	Disagree
	No view

	The practice income has gone down
	
	
	

	Overheads have increased
	
	
	

	The number of active clients has fallen
	
	
	

	The number of active patients has fallen
	
	
	

	Drug sales have fallen
	
	
	

	There is a growing trend for clients to use more than one practice
	
	
	

	Average Transaction Value has increased (if unable to calculate ATV please leave blank)
	
	
	

	The sale of healthcare products (i.e. flea and wormer treatments) within the practice has fallen
	
	
	

	The number of clinical procedures offered by practices has increased e.g. you may have added ultrasound or endoscopy
	
	
	

	The range of healthcare services offered by the practice has increased e.g. dental clinics/clubs or nurse clinics
	
	
	


In the space below note any significant trends you have observed that you think are missing from the list above.

……………………………………………………………………………………
……………………………………………………………………………………
Possible Threats to Small Animal Practice
A review of the veterinary literature suggests that the following are threats to small animal practice. In the boxes, indicate whether you agree or disagree.

	
	Agree
	Disagree
	No view

	Practices can now be owned by non-veterinarians
	
	
	

	Small animal practice has diversified e.g. budget clinics, neutering clinics
	
	
	

	The growth in corporate practices
	
	
	

	Changes to veterinary medicines legislation
	
	
	

	The growth of internet pharmacies
	
	
	

	The growth of internet advice sites
	
	
	

	Recent mergers and acquisitions between drug companies
	
	
	

	The work of veterinary paraprofessionals e.g. physiotherapists
	
	
	

	The increasing number of practices
	
	
	

	The increasing number of vets
	
	
	

	Decline in client spending power
	
	
	


In the space below note any threats that you think are missing from the list above.

……………………………………………………………………………………
……………………………………………………………………………………
Background Information

Please supply the following background information:

Describe your practice organisation (e.g. number of sites and whether main or branch surgeries)

……………………………………………………………………………………….

Are you joint partner/director/principal practitioner?

……………………………………………………………………………………….

Are all of the partners/directors in your practice qualified veterinary surgeons? Yes/No

How long have you been a partner/director in the practice? 
……………………

Where is your practice located? Urban/rural location

Are there any of the following within a 10 mile ( if you are rural) or 5 mile (if you are urban) radius of your practice?

· Another small animal practice: 



………..


· A corporate clinic:





………..


· A budget clinic:






………..

· A charity clinic:






………..

· A limited service provider: e.g. neutering clinic

………..

· A single species practice:




………..

How do you provide out of hours care?

……………………………………………………………………………………
How often do you adjust your fees and by what %

……………………………………………………………………………………
Please return to:

sally@.................
Please indicate whether you would like a copy of the results. 

Thank you for your time

Sally Speedy
APPENDIX 6
Covering Letter










Address
Dear ……….

Thank you for agreeing to take part in an interview as part of my research project.

I am currently completing a dissertation as part of an MBA course and have decided to focus on small animal veterinary practice and related business issues. Should you wish to verify this, please contact my tutor Steve Griffiths, MBA Programme Director, at Swansea Metropolitan University:

Stephen Griffiths
MBA Programme Director
Swansea Business School
Swansea Metropolitan University
Mount Pleasant
Swansea SA1 6 ED
44 1792 481132

E mail: steve.griffiths@smu.ac.uk

As part of my research I have reviewed the veterinary business journals and a wide range of literature. The next stage involves conducting a series of interviews to help me collect the views and opinions of practitioners like yourself and compare your views to what is currently topical in the veterinary press.  

The interview should only last for about 20 minutes and will take the form of a discussion. To help focus the interview, I would be grateful if you would complete the attached questionnaire and provide some background information on your practice. The background information will be used for comparative purposes and to compile a ‘pen portrait’ of the practices involved.

Please be assured that the data gathered will be anonymous and you will not be named or identified in the final dissertation. You will be assigned a letter of the alphabet and a brief outline of your practice context will be provided for the reader, based on the background information you provide

The following guide questions will be used during the interview:

6. What do you consider to be the most significant trends that have emerged in your practice over the last three years?

7. In your view, has there been an increase in competition over the last three years, firstly in your practice and secondly across small animal practice?
8. Out of all of the threats listed in the questionnaire, which would you consider to be the most significant and why?

9. Business theory says that businesses can compete by: 

a. keeping costs down

b. offering some special quality in their service delivery

c. offering some kind of specialist service. 

How do you choose to compete?

10. What sort of strategies do you use to promote good relations with your clients?

Supplementary question will be asked during the discussion to follow up your responses.

Once you have completed the attached questionnaire, please return it by email to the address below or by post to the address above. Perhaps you could list some times when it would be possible to contact you for the interview. I will confirm the final time by e mail before telephoning.

Return address for the questionnaire:

sally@.................
Yours sincerely
Sally Speedy

APPENDIX 7
Respondents’ Background Information
	       Respondent


	Practice 

organistion
	Position – partner, director or principle practitioner
	Are all partners qualified vets
	How long have you been a partner or director in the practice?
	Location of the practice: urban or rural
	Are there any of the following within a 10 mile (if you are rural) or 5 mile (if you are urban) radius of your practice?
	How do you provide out of hours care?
	How often do you adjust your fees and by what %?

	
	
	
	
	
	
	Another small animal practice
	Corporate clinic
	Budget clinic
	Charity clinic
	Limited service provider
	Single species practice
	
	

	1
	2 sites (3 FTE)
	Yes
	Yes
	17 years
	1 x urban

1 x rural

South England
	Yes
	Yes
	No
	No
	No
	No
	Use a dedicated provider
	Annually sliding scale depending on fee

	2 
	1 x main and  2 x branch surgeries
	Partner
	Yes
	1 year
	Urban

South Wales
	Yes
	No
	Yes
	Yes
	No
	No
	Use a dedicated provider
	1 or 2 times per year – around 6% on average

	3 
	1 x main and 2 x branch surgeries
	Sole director
	Yes
	22 years
	Urban

South Wales
	Yes
	No
	No
	Yes
	No
	Yes
	Use a dedicated provider
	Annually by 5 – 10% but no increase this year so far

	4
	Single site
	Partner
	Yes
	13 years
	Rural

South England
	Yes
	No
	No
	No
	No
	No
	Provide our own
	2 x per year by 5% for non headline items. Collude with neighbour on the rest.

No rise planned for this year

	5
	1 x hospital 2 x branch
	Director
	Yes
	2 years (19 years as partner)


	Urban
	Yea
	Yes
	Yes
	No
	No
	No
	Provide our own
	Varies

	6 
	1 x hospital

9 x branch
	Partner
	Yes
	17 years
	Urban and rural

North England
	Yes
	Yes
	Yes
	Yes
	Yes
	Yes
	Provide our own
	Annually % varies according to opposition and economic conditions

	7 
	Single site 5 vet mixed practice
	Partner
	Yes
	17 years
	Rural
	Yes
	No
	No
	No
	No
	No
	Provide our own
	Annually by 5 – 10%

	8 
	Single site
	Partner
	No
	16 years
	Urban
	Yes (4)
	Yes (1)
	No
	No
	No
	No
	Share with 4 other local practices
	No fixed rules

	9 
	Single site
	Sole director
	Yes
	3.5 years

5years in previous practice
	Urban
	Yes (7)
	Yes (1)
	No
	No
	No
	No
	Use a dedicated provider
	1 or 2 times a year by 4 – 5%

	10
	1 x main 2 x branch
	Director
	Yes
	4 years
	Urban

South Wales
	Yes
	Yes
	No
	Yes
	No
	Yes
	Use a dedicated provider
	Every month by 1.25% - although kept price sensitive fees constant this April for first time in 4 years

	11
	1 x hospital
	Partner
	Yes
	25 years
	Large market town
	Yes
	Yes
	No
	No
	No
	Yes (Equine)
	Provide our own
	A least quarterly according to need. No fixed dates. Review fees in different areas at different time – never increase fees across the board at same rates. Also review mark up and margin in the same way.



	12 
	1 x main 1 x branch
	Joint director
	Yes
	14 years
	Urban
	Yes (3)
	No
	Yes (1)
	Yes (1)
	No
	No
	Share with another practice but plan to host dedicated provider from Sept
	Annually amount varies but usually about 5%


All practices are small animal practices except the one indicated as mixed.

APPENDIX 8
Summarised Interview Data
Question 1: What do you consider to be the most significant trends that have emerged in your practice over the last three years?

	Respondent
	

	R1
	Income down = due to reduced footfall (in the non-bonded clients) and new clients down – increased competition.

Drug sales have fallen – if there is a reduced client presence there are fewer marketing and selling opportunities

ATV – up due to healthcare and clinical procedures. 

As policy we’ve been slow to increase our fees. There was a perception that we were expensive so we wanted to come back in line

Increased procedures – we are now a more sophisticated and broader general practice. Nothing new we are upgrading kit and knowledge.

Healthcare services – we use a company that offers tailored healthcare plans for preventative care.

Most significant trends = we are in a honeymoon period in the recession and we have not had the worst of it yet. 

	R2
	Income went down – as result the overdraft increased which forced us to concentrate more on business which has led to significant increase in income and fall in overdraft. Got consultant  in to motivate staff, focus on the business and cooperate. Vets more aware – suggesting options to clients.

Overheads – drug costs, utilities etc. Overdraft up so bank charges went up.

Clients/patients – More clients wanting to do direct insurance claims polarising into insured and not insured. Also bonded clients we see frequently and those non-bonded we don’t see often
Drug sales – some clients buying over the internet – sales have fallen, but rising again. People cautious due to finances.

Healthcare products– clients using chemist/online to get wormers and flea treatment etc. – don’t appreciate that some better than others.

Clinical procedures – ultrasound and endoscopy upgraded therefore better results more inclined to use them. Blood pressure monitor used more. Decision to upgrade is partly financial and partly learning.

Significant – clinical procedures risen quite a lot. We are more aware of getting people in for these things.

	R3
	Overheads – new premises and rental. Peculiar to this practice. Cost of employing people and the amount of work you get out of them decreases – legislation and form filling. Energy costs – everything.

Active clients falling generally. FDI figures show that numbers are static if not contracting. People are doing things themselves and delaying treatment.

More than one practice – this was a surprise to me – employed Onswitch for 12 months – they found our clients used more than 1 vet

ATV up this last 12 months inspite of consultations down – because of price rises. Consciously not worked that – no chasing. Not good to focus on ATV. Number repeat consultations is worth looking at.

Most significant = falling number of active clients

	R4
	Overheads – kept tight view – not much fat to cut – staffing tight. Don’t look at trends like number of clients or patients and don’t measure ATV.

More than one practice = only anecdotal reports of this.

Healthcare products – agree that this has fallen, but it does not account for a huge amount of turnover.

Clinical procedures – scanner and exotic side – we’ve enhanced what we are already doing.

Healthcare services = senior pet check, adolescent health check

Most significant = no view

	R5
	Overheads = staff costs. Drug sales have fallen – perception is losing sales to pahrmamcies/pet shops -  losing volume, but value stayed the same due to price rises. Increased sales from internet and pharmacies

More than one practice – out of hours clinic increased that. Clients more willing to shop for vaccines, but if it something more serious go to own vet.

ATV increased. Decrease in footfall but monthly transactions stayed the same so ATV has increased. Dangerous to measure – better to measure consults, operations and turnover.

Increase in clinical procedures – we’ve always had ultrasound and endoscopy but we’ve increased the level – it’s the added value we bring .

Healthcare services – puppy clubs – often wax and wane depending on the enthusiasm of staff. Now increased.

Significant – more than one practice. Whilst active clients and patients are static – seen lack of growth

	R6
	Overheads up = utilities, business rate, wages are biggest, we look at turnover as we do 21/22% drugs, pet crematorium, Health and Safety, 30% = wages. Over the last twelve months been able to squeeze people like drug companies to give better deals as they have to do business – the drugs bill is 15% lower than last year – play hardball.  Aim to keep wage costs down this year.

More than 1 practice – neutering clinics to get vaccines done and then come to us for treatment. They go to nearest vet then change then come back.

Healthcare products are falling = primarily food, increasing competition from the pet superstores – cheap, convenient – we are not really pushing it. It’s a conscious decision as small profit on a bag of food. Wormers and flea control about the same – we do special offers – 1 year’s supply.

Healthcare services - increased facilities and wider range of surgical procedures, medical investigations, endoscope upgraded, scanner, x ray upgraded. We are concentrating on clinical procedures and less on preventative it’s easier to sell. Clients see a value e.g. cat breaks leg and client can see the results. Did survey response to boosters = 30%  Nurses want to nurse rather than sell. Whole thing of nurse clinics don’t make money.

Most significant trend = overheads as this is the thing we are fighting all the time.

	R7


	Client numbers down – generally the dog population is falling and people are living differently – accommodation is condensed. Both parents work – life is complicated. It’s also the economic climate but hopefully that’s only temporary.

Clients use more than one practice – people are more inclined over the last six months to pick and choose their services - if an animal is ill then they use their own vet, but a vaccine is only a one off. We are currently shielded from vaccine clinics as they are far enough away – people think about the cost of petrol. NCDL/RSPCA have linked practices – some of this is softening now charities don’t pay for it all.

Internet - People are becoming internet savvy and can get items delivered to their door. Sales of routine healthcare products have fallen. People do not appreciate that cheaper is not necessarily better.

Healthcare services are up = always tried to give a wide range of services. We’ve branched out and offer them through the nurse as well as the vet. We do puppy clinics, agility, behaviour classes etc. We also promote insurance.

Working time directive = Potential for a huge impact if Europe imposes tougher restrictions especially with regard to Working Time Directive. I can foresee a manpower issue. Profession is shifting and changing. The WTD could bring the whole healthcare/emergency service to a halt. The way in which fees are charged can’t support a 48 hour week. It would mean employing twice as many vets – can’t be funded by the client, they won’t want to pay. Maybe vets will need to be self-employed to get around this. They could become partners for a £1 with no voting rights and then be outside the directive. We run a 12 hour day – so nurses doing 8 hours so will have to have another team of nurses – the 35 hour week will be tricky.

Significant trend = manpower WTD as this gives me the biggest headache. There will be a huge adjustment of economics. 

	R8
	Overheads – drug spend is not up – we are in the St Francis buying group. Interest rates have had a phenomenal effect on the bottom line. Profit is up 30% on last year and a good chunk is from interest rates. Took action – part time nurse and sold an expensive car to prepare for the recession. Total overheads down due to low interest rate light and heat up. 

ATV steady over the last 10 years, put fees up at greater rate than inflation. The cost of drugs has been the bug bear – when we stopped using generics it increased the drugs bill – the ATV is up. We are seeing a few more clients and pets, but no many.

A year ago we took on a pet charity – we are doing spays for them and vaccines. They are our number 1 spending client.

Healthcare products down because of internet and pharmacies. The pharmacies are proactive in stealing sales. We do everything we can. We sell frontline at cost before discount. Clinical Procedures – marginal increase – ultrasound is up.

The most significant is the ATV

	R9
	Our income has dropped – the dip has been in the last 6 months – the recession.

Footfall – we do work for the RSPCA. It’s disproportionate in the practice – over 10% of our income. It’s been hammered – so our footfall is down. If they arrive with a suspect case I make my report, but the final decision about a prosecution lies with the RSPCA. There’s been a dramatic change in what they’re prepared to prosecute – what they would have prosecuted in the past they’ve downgraded to written warnings. This means I don’t get to prepare the statements – I charge £120 + VAT per hour – it’s lucrative because there are no overheads. They are going to be down by half this year. The average case would be about £1,000 per case and I usually do about 30 per year – looking like only half that this year. It’s an oddity of this practice. RSPCA don’t have the money because their income comes from interest on inheritances so interest down in addition people leave them their properties in their will, but properties aren’t selling. It’s the recession and charities get hit early as they exist on interest on capital.

Clients more price sensitive over procedures - decline in dentals, bloods, histopathology. RSPCA neuter no longer done as another practice said would do cat spay for £45.00 which was significantly less. Less RSPCA prosecutions =  significant decrease in total revenue to me  probably £5000 down from last year. More clients require referral to PDSA.

Drug sales – we have seen a general decrease in trade – we have some requests for internet prescriptions but not a lot. This is a growing trend – for the first year we had nothing, but now have 2 or 3 a month and going up.

	R10
	Income - this month has been good but the last two have been bad. We are more conscious of the ways of generating income – our bread and butter income is down so we have to work harder. We talked to the staff – got to hang on to our clients – we have got to offer the gold standard at all times or we will lose profit and will need to lay staff off. Did this last May/June then we had a good month. 

Overheads – drug costs go up – most passed on to clients. Increase in utility bills – we are with a company who can shop around for us and we pay a %

Fall in clients and patients – fairly expensive practice. Out of the 8 in the area we are 2nd or 3rd most expensive. Clients are ringing to ask the cost before they come. We are maintaining our existing client base by offering best service but expect fewer new clients. Clients might go to someone cheaper. 5 – 10% drop in number of clients

Clients using more than one practice – they are going elsewhere for their boosters, but if the animal is ill they come to use 

Clinical procedures – endoscopy – we always had it, but now got three different types – good blood analysis which we share with the emergency service – now got facilities in house - if we can run it in house we will – more profit. We have a machine to measure drop in eye pressure. We only charge £10 – we shared the purchase with the emergency service. Trying to maximise what we do.

Geriatric clinic is successful it’s nurse run. Given health examination, blood pressure and done a deal with a commercial lab for screening = £30 per examination. Nurse promoted and nurse run - the vets get involved with the problems. Obesity work – dabbled in it not really got off the ground but developed over the last twelve months Repeat puppy and kitten consults – nurse makes the effort to bring them back every month for the first 6 months.

All the trends are significant at a low level – I feel that over the last twelve months there have been little bites from finances n all directions. Now the months are more variable some will be good.

	R11
	Income gone down – good 3 years reasonable growth – vet taken on in August – then slow down or static months. Down 5% in one month .7% overall. Turnover and profit should be separated. We had a very good year last year – 10% Turnover increase and 30% profit increase. Drop in turnover may lead to more or less profit. Not likely to see the same this year through. 300k to 400k but this year 50k down

Overheads up 9 – 10% per year until last year.

ATV not increasing as much as turnover. Up but slowing. No. of clinical procedures = we’ve stayed the same we have all the gear – we do more oncology though

Healthcare products down this quarter. Price competition locally – we reduced our mark up to compete, but have to decide what impression you want..

Healthcare services – we do far less than we did 10 years ago as it proved unprofitable for us 10 to 15 years ago we started nurse clinics before they were trendy but they are not profitable so we drew nurses back into practice – more profitable on the bottom line. 

All the trends marked are equally significant. Most significant for the practice is the general workload which is reducing and reflected in the total turnover.



	R12
	Income –not worried about the practice but there has been a slight drop – it’s static that’s a better word.

Overheads have increased – like utility bills, staff wages, drug costs.

Drug sales have fallen – due to the footfall –there are fewer clients but we are trying to do more for the clients we’ve got. Also the accountant is trying to move the practice towards professional fees rather than drugs, partly due to the changes form the medicines legislation. More driven by that – it’s better to be less reliant on drug sales.

Clients using more than one practice. It is difficult to know, but clients seem to be using more than one practice. This is a growing trend.

Healthcare products – flea products and wormers sold at other outlets like the supermarkets and the local pharmacist - we know because we go in there.

Clinical procedures offered have increased. We are trying to do more for the clients. We’ve always had an ultrasound machine, also now have better ECG facilities. We’ve upgraded and – improved what we offer rather than anything new.

Working to increase the average spend – there are fewer clients, but they spend more.

The biggest impact on the practice has been offering extra services.


Question 2: In your view, has there been an increase in competition over the last three years, firstly in your practice and secondly across small animal practice?
	Respondent
	

	R1
	Other practices close by and there’s a local practice with a hub and spoke. This area has seen an increase in the number of practices. I feel less threatened than I use to as we have implemented measures to keep costs down. The practice is as lean as it’s going to get. We decided to take on a management consultancy from the vet world and to follow their advice – cutting costs/marketing i.e. the health care plan.

	R2
	Competition – yes low cost vet and RSPCA within 2 mile radius and 2 budget vets within a 10 mile radius.

	R3
	If you mean more vet competition - no, not really. No new practices, no aggressive expansionism from existing. However, perhaps there is more competition because some clients are seeking out cheaper  'budget'-type practices due to current economic situation. Those practices have been there a long while, but they present us with more threat in this situation
If you mean general competition - yes, for sure. There are loads of new ways for clients to spend their 'pet-pounds' (that part of their budget allocated to the pet's needs) EG dog walking services, pet taxis, pet-sitters, groomers (who do ears, nails, anal glands etc), physios, hydrotherapy, etc etc.

	R4
	No increase in competition in this area – population 40,000 – but 15 miles from the nearest town and not big enough to support a budget clinic.

	R5
	Yes there has been an increase in competition. Over vetted and buying over the internet and pharmacies. Other practices are feeling the pinch and getting more business like.

	R6
	Yes – there have been 5 new surgeries over the last 3 years – some stand alone. Vets for Pets also opened - that doesn’t account for the ones we’ve set up. Local practices have been raising their prices in recent years and we have followed a strategy of being a bit cheaper which has resulted in more clients and more work done. We are the lowest in area - compete mainly on surgical procedures we get the volume.

	R7
	We’ve got neighbouring practices that provide specialist services so I use them rather than compete with them. They don’t compete with me – we co-exist – look after each other.

	R8
	Competition for flea products etc yes. From other practices – we had Vets for Pets open 6 years ago but 2 years after we were back to where we were.

	R9
	Not in the last couple of years, but now a corporate practice is opening 1.5 miles away. They’re being cagey about when they are going to open – it’s Companion Care. It will hit me initially, but I don’t think it will last more than two years due to the high rents. Pets at Home pay high rents – don’t know if they give a subsidised rent to the vet.I looked at Vets for Pets franchise, but they want normal retail costs not veterinary retail costs – normal retail costs usually 2 or 3 times more than vets. It’s in the most expensive part of the city – wanted 60k rent for vet side. If you look in a 2 mile radius around the site, you hit two of the poorest areas in Europe.

I also still have the niche of my exotics work.

I’m not doing cat spays as vet down the road is doing them for £45 - I’m not going to get into a spiral of competition – it doesn’t benefit anyone.

	R10
	Competition – yes there is more competition and people are competing harder. We don’t have a budget clinic close to us – there is one that is not budget by name but is low cost – our clients are definitely asking how much things are going to cost.

	R11
	Another practice locally – a lot of competition – the practices are raising their game to the standard of our practice – we did IIP they did IIP we have good web site they upgraded web site. 

Medivet took over a local practice three years ago – little advertising initially until recently.  Now exponential as new corporate opened nearby existing corporate and they are in price war with big ads in press.   More phone calls re prices have resulted.

Companion Care and Medivet affecting local suppliers. We are a niche higher than the corporates – we’ve concentrated on clinical service and we do all the presentation stuff
There are a lot of vets in the area for 45,000 people.

	R12
	There has not been an increase in competition in the area as yet – no direct competition. There is a budget clinic, but it takes the dross anyway

It’s a sadness to hear new practices are opening on some one’s doorstep. I think it is ungentlemanly – you are taking someone’s livelihood. It’s ok to open a branch surgery on the other side of town – but close by, I’m not comfortable with that – we are supposed to be a profession. I think it is mainly vets form other countries opening up where they can – they don’t care.


Question 3: Out of all of the threats listed in the questionnaire, which would you consider to be the most significant and why?

	Respondent
	

	R1
	Corporate practices – I the definition of a corporate is an organisation that has a brand common to practices like this since the 1950s - it’s been around for a long time. I don’t see that as a threat but as an opportunity – it’s actually a device for older practitioners to retire. You have two choices – either make yourself distinct from it or part of it. A threat only exists if you are not prepared to do anything about it.

Internet pharmacies – another one of those menaces that was wrapped up in the confusion of the competition commission moratorium. Just got wrapped in the bigger picture – it’s distinct for me. They’ve been given an advantage but it is difficult to make an internet business work.

Declining client spending power. Clients’ pets are core spending – plenty of employment – pets are as a family member. Hold a less dramatic view than what has been shouted about –  haven’t been through the recession so don’t know what to expect but have rationalised practice spending and loans.

	R2
	Legislation – things like the prescription charges + a push from pet owning literature and drug companies to advertise alternative sources. Writing 1 or 2 prescriptions a week but people want prescriptions for expensive drugs as it’s worth their while. Clients cite on line prices + ask if cheaper for cash.

Spending power - Some clients can’t afford it  - redundancy and three day week. Directly affected by the financial climate and others being more cautious. Clients phoning to ask the price of even routine things– this has always happened but has increased recently. If there’s a problem they still come in

Complacency – a lot of vets were in the same situation as us 18 months ago – all ticking along and business was ok so just carried on as normal. We’ve been aware of marketing to existing clients – set up web site. A lot of people don’t know what goes on in the practice so we’ve had open days to show what’s there

Significant – client spending power because although had clinics opening around us they have not really affected us.

	R3
	Non-vets + corporates are an issue = don’t threaten on cost or compete on price but have advertising muscle. Big company and well known.

Practice diversified – guess it must have affected us. Budget clinics undermine the way we want to work. Got to sell that much better and people are satisfied.

Legislation - buracracy and man power required to implement. Waste linked with 28 day rule … will put up costs. Practices may ignore it and carry on. Will penalise small practices which don’t sell the volume.
Internet = growing concern – write a few prescriptions. Now increasing in economic climate where clients will look for choice.

Mergers – reduces competition – they can control the market and there will be less choice.

Paraprofessionals – two edged thing. Take part of clients’ budget and are professional and do enhance animal care – they are in the fold and not criticising vets. There is a trend for clients to seek advice anywhere.

Number of practices – no room for anymore in my area. The number of vets is linked – it’s up.

Client spending power = recession also the growth of paraprofessionals and other places for people to spend their money on their pets. Onswitch says client has x pounds to spend. In the past it was dog food, the vet and kennels competing for that money. Now there are lots of different people – parlours, homeopaths, physios, accessories – all competing for the same pot of money.

Most significant – wouldn’t like to say. 

	R4
	What recession? No heavy industry in the area so cushioned from recession

Corporates – not near – the first one is 14 miles away – they are predatory in nature £50 vaccines.

Internet pharmacies – clients are asking for prescriptions. No evidence of sheaf of notes from internet advice sites.

Mergers and acquisitions could be a threat in the long term.

Spending power – looked at vaccines, microchips etc – they are at least on a par with this time last year. Turnover taken a bit of a hit but now back. We also plot consults – at the moment it is all stacking up.

Most significant would be someone else setting up.

	R5
	Legislation – change to the classification of drugs – that’s removing one of the USPs of practice 

Internet pharmamcies – less of an impact than I thought – over the next two years I think there will be an increase as clients now far more aware. Having to justify prices of long term medication and give reasonable discounts – internet competes on convenience and price.

Mergers and acquisitions – depends on how it plays out. Problem if we have one drug company. Given the size of companies will they buy practices. CVS will have to cash out fairly soon – can see a pharmacy company looking to buy in.

Pet insurance companies – taking over vet practices e.g. orthopaedics which is high value. Will they say you have to have your surgery done in their practice – the business case for this is fairly strong.

Increasing practices – changes in the 24/7 regs – very easy to set up a jab and spay practice. Squeezing the standard veterinary practice

Advertising for a vet – the quality of the applicant is poor

Client spending power has to be the threat. Clients are reasonably fortunate not been badly hit – footfall is down – reps say this is a general trend – number of consults is variable.

Significant = increasing number of practices.

	R6
	Diversified – deliberate policy of not being expensive has helped. Difficult to quantify.

Corporates – there’s a lot of competition here – we coexist with local practice, avoid standing on each others toes except the 2 which were bought out by CVS – they will not compete locally they don’t need to as they are country wide. Medivet are very rapacious. I don’t think corporate practice can compete effectively against well-run traditional practice. Our managerial overheads are significantly lower than the corporates and we are more able to take quick decisions locally.

Legislation = whole thing about prescriptions being free. Now we charge we’ve lost a small % to the internet those on long term medication. Pay for prescriptions and follow up but they still go to the internet. We don’t price match – because employees/vet were unhappy about that as the person who complains gets cheaper medicines those who don’t complain don’t. Also the profits are so low that price matching is not worth it.  At chemist you are not given what is written down – prescribe veterinary drugs – but pharmacy gives human drugs – it’s unregulated. Internet is not big. When you talk to drug companies they are happy to do a deal.

Internet advice sites – they are full of rubbish – produce reams of paper to tell you what’s wrong with your dog – unregulated. They are not a threat, just a pain. There is no evidence to show that people are taking advice and not coming in.

Decline in spending power – we are having a stonking year so not really but some delay in procedures and clients are splitting payment. It’s geographical – in the poorer areas people are avoiding spending - if at all.

Most significant = people opening new practices. Our strategy over the last 6/7 years – we had a profitable main surgery with 4 satellites – the main surgery is without challenge so the strategy was to expand to reduce our reliance on the main place to reduce the impact of any new practice opening up. Main place = 40% of turnover previously it was 70% so now we are less vulnerable to competition.

Our new practice is called Value Vets = it’s a new brand. Cheap consults and spays etc. In poorer areas with no vet. There is a population of 30,000 with no vet – nobody’s done it – different strategy. We’e got 4 or 5 more sites earmarked for more Value Vets.

	R7


	People have become specialist some through investment in physio or complementary therapy which is becoming more popular. Maybe we will do the ancillary stuff. Ultimately we will become just a small animal general practice and we will have to reorganise.

Internet sales carry on being a threat. Medicines legislation – clients get frustrated on a variety of fronts. Clients want to come in and pick up drugs and go home. They don’t understand the fact that animals have to be seen in order to comply with legislation – it’s a constraint. They think the profession is being difficult and protecting their sales. Because the medical profession don’t ‘charge’ they don’t see the bill or the cost of the treatment when Rolf Harries is on the television. If the internet take sales then I’ll up the price for surgical procedures. 

Declining spending power – Just had a sustained period of growth – people didn’t get to grips with what was happening – all of a sudden the first four months of this year they have been affected – a pet is a luxury – and they resent having to find money -and people are thinking do I have to do this now or will it wait – they will delay.

The significant threat has been spending power over the last 6 months.

	R8
	Diversification – not in my area, but it would make a big difference.

Corporates – it’s quite reassuring that at least there is someone around to buy our practice! Trend in female vets – most of them don’t want a practice.

Legislation – prescriptions – proactive on that – otherwise health and safety, dispensing, inspections all comes along and all have a cost. Prescription side we compete quite well – clients buy from us. Took drastic move to slash our charging. Number of prescription we wrote was tiny – we only mark up repeat prescriptions at 40%. When we put in our prescription fee, the pharmacy is not cheaper than us. Being able to charge for prescriptions has made a huge difference. Repeat prescriptions up by 40%.

Internet pharmacies are perceived as a threat but it has not happened to us..

Increase in number of practices and vets – not increased in our area.

Declining client spending power – haven’t seen this yet – predominently working class – not badly hit yet – clients were unemployed anyway. The budget end has not been affected as much as others.

Most significant = corporates as we’ve been at the nasty end of that with Vets for Pets. 15% of our turnover down – they were proactive and aggressive. Clients were upset and now they are back. They do things differently – big advertising budget.

	R9
	Non-vets – whole aspect of corporates is unethical. They advertise state of the art facilities – it’s a lie. A friend of mine was disciplines for not selling enough antibiotics – you don’t discipline someone for not selling enough antibiotics!. The business model works on a % of turnover. You have direct competition between ethics and personal greed. I don’t trust non-veterinary owned businesses – I accept veterinary nurses, but not non-vets.

Internet pharmacies – not a problem at the moment – it tends to be the big high value prescription that they have.

They’re here to stay – since we’ve charged for prescription – our fee is £8 –certain price sensitive items e.g. wormers and flea products are only about £1 more on line so it’s not worth it for customers. We are just under their price or just over so it works. Here it’s me or the internet. The chemists are cut dead and Tesco haven’t cottoned on to Advocate. There’s a supermarket pharmacy 500m away – but it’s not got into veterinary so it’s not a problem. Pharmacies are not interested – they prefer doctors who give monthly scripts rather than 3 monthly as they get 3 prescribing fees as opposed to 1! If I prescribe 12 months of flea treatments – they are not interested!

Advice sites – when people say they have looked up I think it’s a good thing – every proactive. I use it – it’s collaborative.

Mergers and acquisitions – last 5 years more on the human side, but the vets tag on. Been huge consolidation. Deceasing competition – not so keen to compete. Again it’s early days. Generics which have come out of patent have become very competitive.

Decline in spending power due to redundancy and short time working. Ford is within 5 miles so that’s hit business. Their perception of spending power is down – people have changed habits – paying off mortgages. 

Declining spending power is the most significant thing for us.

	R10
	Practice diversified – number of practices has gone up – now two more practices within 5 miles. Main surgey in city - has always been competitive. Branch surgeries have less competition.

Corporates – the worry I’ve got is their buying power. – makes them cheaper and can pass savings on to clients e.g. vaccines and wormers. Companion Care close by and Vets 4 Pets considering opening, but know little. To try to counter that we’ve joined the St Francis buying group. That will reduce purchase costs – been done specifically to address other practices selling products more cheaply.

Clients coming to us for lifetime medication – challenging whether the practice can do deals on products as they are cheaper on the internet – we will do it e.g. if they are medication x for life of animal at £30 per month and it’s on the internet for £25 and they ask us if we will do it for that price we do. Even though we are with a buying group we haven’t reduced the price of medications but we will negotiate for good clients – we will reduce to maintain our sales. We will discount 10, 20, 30% to keep sales. We don’t write a huge number of prescriptions 1 or 2 a day across the 3 branches; 5 – 10 per week.

Decline in client spending power – more aware  – core clients still spend but clients on periphery – non regulars – those are much more conscious. Some not even seen. Core of clients fairly well off – no change in the way they treat their animals – large number on the periphery.

Most significant = all nibbling away.

	R11
	GP practices referring more and more – leading to segmentation of the market.  Is this having an effect on staff retention as the GP jobs may become less challenging for ambitious new grads?

Threat to us is the competition from other practices and drug sales from elsewhere so footfall will drop. We were doing loads of prescriptions, but we now charge so numbers have dropped. 

We’ve trained our clients not to go somewhere else – we don’t give them bull. We’ve built the practice on relationships. Vets who come from London say Clients are completely different here – more questioning. In London if you told them to come back for an injection every day they would. They’ve got the money – we have the 3k rabbit bill but they question what we are doing. We spend time with them.

Internet pharmacies – I’ve just had my first photocopied prescription sent in. We have lots of internet prescription purchasing here – it’s quick and easy. Frontline is cheap on the internet but some foods are not cheap. I try to make money out of clinical service as no one else can do that.

Spending power is due to current climate and insurance getting more expensive.  A lot take out cheaper insurance policies – not so gung ho.

Perceived threat of litigation and the way students are taught – they are terrified to try anything difficult and have a go. We do our own on call and we have no problem recruiting.

Culture change = how much is real v perceived i.e. given to us by what we are told. Profession led by Pharm companies e.g. pet vaccine week sponsored by Intervet – we offer something similar, but don’t accept the vouchers as we don’t use Intervet.

Threat from culture change within the profession led by small number of advisors and the fact that many advisors publishing to and training practitioners are pharmaceutical industry personnel.  The profession runs around following drug companies. The Pharm Co don’t have the profession as their primary concern – look at it from marketing point of view. Vets put trust in them more than they should. We play along with Pharm Co at our peril.

Interesting to see the ‘consultants’ to the profession finally beginning to change their tune.  The profession has been sold the idea that retail marketing and competing in this arena are vital over the last 10 year or more.  My view has always been that this is exactly the area of greatest competition, and if practices neglect their professional services side to get good at retail, they will lose their businesses. We are appalling at retail and I don’t have a problem with that. I think some are just beginning to see the light – but is it too late, now?

No one threat is more significant than the others.

	R12
	Diversifiaction – but it hasn’t really hit us yet.

Corporates not a problem for us. The perception is they will have an impact – for my practice it is worry. Hearsay is that practices lose business but then clients drift back after about 6 months.

Internet pharmacies – this is difficult to quantify. No client has reported a bad experience, but then would they. We have no hard data, but there is the impression that this is a problem.

Paraprofessionals – that’s work that you would never see anyway.

Increasing number of practices – not an increase in competition in the area as yet. 

With the statements marked no view = it’s not I don’t know it’s that they are not a problem for us yet.

See more challenges in the future like internet pharmacies. 

Spending power is the number one threat – there is general caution and clients saying they have lost jobs and all that.


Question 4: Business theory says that businesses can compete by: 

a. keeping costs down

b. offering some special quality in their service delivery

c. offering some kind of specialist service. 



     How do you choose to compete?

	Respondent
	

	R1
	Compete by keeping costs down and customer service. Every person in the practice is more than 20 years qualified. Between the two partners and the two people who make up the FTE job share there are 80 years of experience employed each day = gravitas for the client. Looking for practice to be keenly priced but not cheap – not associated with price cutting. We keep costs down and try to enhance the standard service rather than send to referral.

	R2
	Mainly quality of service – things like trying to be available to clients. Good contact and communication. When people move from a vets it’s usually communication. We phone clients post op, phone with blood tests – update clients. Make sure they understand medication. See frequently to clear conditions. Support staff – always friendly, greet clients, know them by name - clients feel valued. Aim to give better service than other vets.

Costs down - staffing levels reduced– review drugs to see if there are cheaper alternative. Member of St Francis buying group to get discounts. Changed telephone system.

Niche service = Do things others don’t do e.g. behavioural work and tortoise work = USP. One vet known in reptile community. With behavioural work get some referrals from vets. Behavioural cases spend time with you - get very bonded clients – ambassadors for the practice – although not good financially, worth it for the PR.

	R3
	By offering special quality in service delivery – the personal touch – difficult to define – personal attention and the relationships.

	R4
	We do a bit of everything. We keep costs tight - in the upper quartile of practices. Quality of service delivery – we are RCVS Practice Standard Tier 2. Exotics are our specialist service

	R5
	Marketing is the key to it all or people will not know you exist. We offer a unique service – we offer 24/7 service with nurses on the premises 24 hours a day. We also provide dental referrals The main thing is our status as a veterinary hospital

	R6
	By providing a special quality in our service delivery - though it’s not quite how I would word it. Geographic – we choose to put surgeries where there’s little competition. We aim for a clean, smart service – not loyalty stuff – but best advertising you can have. But with Value Vets it’s the price.

Two separate businesses – thinking is we’ve seen vets go relentlessly up market. Clients are recognised by reception, staff, they see a vet they know, want animal cured. Profession had gone off track they offer so much – scans etc. Hung up on the kudos of what we can offer which is not what people want.

	R7


	Customer service – don’t want to compete on price. Learnt that from McDonalds and Porche – they tried to compete on price and they devalued their product. I don’t want to devalue my product. I want to make sure that with reducing clients and spending – I don’t believe people mind spending money of they get a quality product.

I aim to supply a premium product at an ok price. As for a specialist product – the size of the practice means have to be a ‘jack of all trades’.

	R8
	We like to think we offer quality – be nice to clients regardless of what they do – friendly, smiley is where we’ve positioned ourselves. More expensive than other practices but we keep costs down.

	R9
	Specialist niche – prosecution work and exotics

Keeping costs down is difficult as we deliver a high quality service. Recent analysis by accountant showed that wage costs were 35% of total business. A typical veterinary business would be 26 – 28%. Lots of similarities between my wife’s practice (she’s a GP) – the practice is overstaffed so 34/35%. I have 2 VNs but I’m a single vet practice.

And delivering a quality service. My secret is to employ women over 45 for reception. It works brilliantly – clients don’t like being faced with somebody who is 18 and bored. The vast majority who bring in animals are women = 70 – 80%. They enjoy visiting so much they stop on their way to the shops for a chat. Bonding is good. They say the atmosphere in the practice is fun – a friendly practice.

I’ve gone from a practice where the main catchment was PDSA clients who had made enough from drugs not to need the PDSA – now in a different type of area one from 80% low income to 25% low income so we had to change. I’m very lucky – I’ve got a nice affluent area and sucking up works well! I just keep clients happy. I try to remember what was wrong with their child the next time I see them for example. Lot of contact with a trained professional works for me.

	R10
	Quality of service - obviously good clinical service – medical and surgical. We are drumming into staff – smile, nurses trying to bond our clients  e.g. Mrs Davies knows Claire’s name.

Offer choices – but not hard sell. Companion Care offer standard service or nothing. We say what we can do and then offer choices. Friendly and approachable.

	R11
	We offer a special service – we don’t spend time keeping overheads down although I do work to get deals on transport, utilities and drugs through our buying group. We keep some costs down, but spend a lot on training - 30k per year out of a 1.4 or 1.5m turnover. We spend on staff – we pay more – have more staff but reduced support staff per vet.

We talk to our clients – we don’t employ receptionists only nurses and vets. We all do a share on reception. It’s complex and difficult work on reception – it’s better to have a VN. We listen to clients – we have 12 minute appointments – we take our time. We had 15 minutes but not profitable. 

We market and push customer care. We’ve won awards – practice of the year/business awards/won national training awards and we get our name in the paper. Practice works by focusing on what clients want and servicing their needs. We improve service, systems, staff, premises all the time.

RCVS Cert changes have made it more difficult to specialise and market this in practice.

	R12
	We’ve always competed on price always have done. We have brought our prices nearer the competition than before. Before we were always substantially cheaper.

We have a client orientated approach – we aim to keep people happy not to be pushy or business like. We don’t really offer a specialist service I have a dermatology qualification but I don’t ‘sell’ it. I’d say we are a good old fashioned family style practice. Staff stay with us. We don’t incentivise clients. We work on client happiness – customer care and aim to smooth client relationships. We try hard to keep people on board.

We don’t work on management skills – staff are trained in house in the culture of the practice.


Question 5: What sort of strategies do you use to promote good relations with your clients?

	Respondent
	

	R1
	Newsletters = no.  Opendays = no. We have a system for measuring success with things like newsletters. In the absence of finding any change and asking clients the newsletter faded – more information is available on the internet.

Open days = a lack of interest from us. Not interested in glad handing.

Vaccine amnesty – absence of measurable effect. Never been a discounting practice – keenly priced is better than being associated with offers. Admin of these things is overdone.

Advertise – only on a small scale = it’s low key. We resist yellow pages. No article in local press – we do advertorials.

Internet – web page is basic. I don’t have time the danger is you suck up time for other things.

FDI we do this it looks at compliance. A few years ago we were in the middle third so we stopped sending out vaccine reminders and we didn’t change our ranking. The vaccine reminders may be a prompt but there has to be a reason to get them back. Helps to see some grey hair – somebody who has experience.

	R2
	Open days – did one last year. May do another one. Website – clients like it.

Yellow pages advert and also yell.com. Some advertising in local publications – council brochures. Branch surgery in Welsh mag - point out we have a Welsh speaking vet.

Compliance – vaccines - get reminders at 1 year and get second – we also do vaccine amnesties = restart the course for the cost of a booster. Medication – we insist on seeing animal every three months. Give them 25% reduction in cost of monthly medication for clients – will check to make sure they are dosing properly.

	R3
	Compliance – don’t do as much as we should. Booster reminders x 2. We don’t remind the following year if they don’t come in. 86% return. Don’t do text messaging etc. I regard texts as a nuisance. At least a letter is on the mantelpiece and has to be physically thrown away and can be read by more than one person. 

Advertising – have a newsletter from Vet Index every quarter + local publications. Yellow pages – but we’ve just halfed the size of the advert as it doesn’t pay anymore and reduced the ad with Thompsons – redirected the budget into yell.com. Bought top slot in yell.com for our area.

Open days – thought of it but never got around to doing it. They are a lot of work and I’m a bit daunted. Got good website – revamped about 12 months ago

A end of last year, figures looked quite good but concerned in the  medium term it will get worse as number of consultation going to fall. We’ve taken on Onswitch to revamp literature, client interface and get some new training in telephone skills. Trying to ensure we provide a top quality service with good feel for clients – pretty hefty investment.

	R4
	Send out reminders. Advertising – sceptical about effectiveness. We monitor where clients come from – 80% = word of mouth.We are in yellow pages and BT phone book and yell.com

Newsletter – no but we do a column in the local paper Opendays – do them, but not every year – every three years.

Compliance - Wormers and puppy parties. Send out 6 and 9 month reminders – do puppy and kitten checks

	R5
	PR – reception side is the key. Looking critically we need to emphasise this. There is also the goodwill thing – we support the local show

Advertising – yellow pages and contract with local radio promoting community aspect.

Newsletters – only intermittently. Open day – annual. Compliance – personalised reminders for vaccines, fleas, wormers, check ups.

We do on call for several local practices.

	R6
	Loyalty – promote booster for life as a loss leader – far more likely to get the animal treated when it is ill if paid for booster. Insurance we push that. Have increasing numbers insured.

Advertising - we do a lot of that when we open a surgery – in the local papers + we stand in the street on a Saturday and distribute flyers. We have introductory offers - £20 booster. We do free publicity – tv and radio - there’s been a tv series about the practice.Yell.com/yellow pages – reduced it this year. Not convinced the size of the advert makes a difference. People come because it’s local and somebody tells them.

Open days – do some. Compliance – do booster reminders and follow ups, adolescent checks , dental reminders, do the Hills things where Hills follow up clients on diet. Not convinced it works.

As you get older, running the business gets more interesting - getting to the stage where we’ve got a mass behind us to give us negotiating power.

	R7
	Open days – we have had them. Newsletters – we have client info rather than newsletters. Advertising – some in the local press and yellow pages. Compliance – reminders for everything, routine vaccines, wormers, arthritis drugs. We could text message – but it would take more time.

	R8
	Advertising – only in yellow pages and yell.com and Thompsons Website is rudimentary – I don’t think we pick up much business through that – clients come by word of mouth. Opendays – no. Compliance – texting possible, but we don’t do it – can’t be bothered. Reminders = 2 or 3 for vaccines, dental and wormers

	R9
	We do things like – we’ve got three rooms so we put clients straight into a room rather than the waiting room. The real reason is that we’ve got a small waiting room and I don’t want it to look congested as it will look like a charity clinic! Staff carry food for the elderly – they will walk the dog home. Practice is urban but area has a village feel urban village. We do these things – nobody else does. VNs do client ‘stroking’. They do puppy development appointments. We do charged VN appointments. Discharge appointments are charged for animals that have been hospitalised.

I see little use in advertising based in the last 2 years. I’ve asked about 200 people how they knew about us – the vast majority said either Yellow Pages or by personal recommendation or my geeky cliques on the internet! I’ve done the press and tried to see the impact there. The Yellow Pages ad has got smaller and smaller and it’s made no difference. I don’t do radio, TV, rugby or football stadiums. I’ve done very local magazines. But I’ve stopped and it’s made no difference. 

Haven’t done and open day recently – they are vastly over rated for the effort and the resulting increase in trade. The cheapest and most effective marketing tool is a lap top linked to a screen at the front desk which has nice pictures and good messages – cheap and cheerful.

Compliance – first and second reminders. In the past I’ve sent third reminders, but they’ve never worked. I’ve tried reminders for wormer and flea products in the past but they never made much difference. It’s over-hyped. I won’t do text reminders – I’ve looked at it and asked some clients, but they don’t want it. I’ve looked into a system of reminders for appointments which is a brilliant system, but I can’t quite do it yet. 

We don’t have a system where clients get charged for missed appointments but if they miss three I will phone. A not so pushy approach has helped gain new clients.

Choice – a long acting injection which lasts two weeks or these tablets twice a day for 10 days – more expensive but clients go for it  Compliance for cat abscesses has gone up. Difficult to tell if people comply as they lie. Can’t trust the studies that the drug companies do.

Difficult balance between being a vet and a business and difficult to deal with people’s (staff) petty problems.

	R10
	Reminders for boosters is our only compliance protocol. We’ve got the capacity to do it for wormers etc but not worthwhile against the cost of the product. We are going to do a mail shot to clients with Cavaliers to offer a free heart check. We are just planning that.

Advertising – always been in yellow pages 5+ years, 118247 and yell.com. We’ve cut our advertising with yell from 8/9k to 2k and only in yellow pages directory. Instead we’ve got a direct advert with Google – no big whack up front - £100 per month then they say when ‘clicks’ are used up so we can out more money in the account. Ask staff and clients where they would go for search and they said internet so we went with Google. We have substantially reduced the budget – we do sponsorship – we sponsor a local choir.

Newsletters/leaflets – no looked into it. We do a practice brochure – might consider others in the future. Can’t rest on your laurels anymore – good business – we should be more proactive.

	R11
	We do lots of printing in-house – newsletter, everything is practice designed. We don’t have drug company posters only own branded handouts. We are heavily branded.

We are heavily branded.

I’m keen – passionate on customer service – we have every video on customer service and team building. Every time somebody contacts you, you need to think why and make it easy for them to contact. We have loads of training for nurses on customer service.

Our ethos – we employ people selected for their customer service skills – we have a sophisticated appointments procedure including rating scales and 360 degree appraisal. Then we train them to be veterinary nurses. I stand behind the vets making sure everything they do makes money. Some are reluctant to charge.

There is no barrier between the customer and the professional – we have no answering service – I look at the vets and keep an eye on what they are charging. Can’t teach them to charge – got to make it easy for them.

	R12
	We don’t have open days – we can’t be bothered. We have the occasional newsletter but it’s a problem getting anyone to do it. We farmed it out, but it was not cost effective. The website is updated. We have a practice leaflet but it’s not top of the list. Accountant has flagged up practice promotion as a priority. Chivvy staff up to sell

Compliance – we send reminders x 2 a month apart.  Wary of enforcing compliance – it’s pushed by marketers. Because somebody says it’s good then should be good, but can have a negative effect. I get e mails about things from the BVA, but I delete them because I haven’t got time.

We are generally happy. The practice is profitable without working hard. Negative figure next year would be a worry. If we stay static over the next few years we would be pleased. We have not had to make redundancies, the premises are ok so no threats on that side – will respond if we have to.


Question 6: To what extent do you analyse practice data?
	Respondent
	

	R1
	We do FDI. I acquired an understanding of my PMS and data reporting products – small scale interest – do costs v turnover – one practice is not profitable so we are looking at how we deploy resources. Look at how many second consults compared to first consults – look at the cost centres – KPI Key Practice indicator = vaccines, consults and footfall.

	R2
	Data analysis – do some – doing monthly analysis of turnover in house. Done ATV for this questionnaire! Monitor bad debts. We probably could do more but we are starting to watch financial data. We do FDI.

	R3
	We don’t always analyse data but we do the FDI which does segment clients, but we don’t translate this into individuals. We also have what the accountant does and use SPIVs figures and fee survey.

	R4
	FDI and benchmarking with accountant. Use Sage accounts. We monitor the key performance indicators – consults, microchips etc. Hugely sceptical of FDI. We read what’s in press

	R5
	Don’t do enough – look at footfall, the bottom line, active clients, patients, new clients, clients moving away. Try to have a reasonable tally – split income into vaccines, neutering and look at the ratio. Look at ratios like dentals and vaccines – if it varies we possibly have a new assistant who’s not finding the problems. It’s navel gazing – need an awareness. We looked at FDI but national – concerned about whether it compares like with like.

	R6
	Data – Sage accounts – have monthly monitoring accounts. Monthly profit and loss – two main things. First looking at each practice - change in turnover and gross profit compared to last year. Monitor vet turnover on a monthly basis and give all figures to all vets – don’t set targets as doesn’t do any good.

	R7


	Don’t do FDI = drug companies already do this for us. You need somebody on the case regularly. Had a practice manager – I do the practice management but it competes with other things. Then got to motivate staff to think about these things. When I talk to people even outside the vet business seems sadly that there are people who want to ‘wash and go’ – work life balance.

	R8
	As long as everything is going in the right direction – watch cash flow very carefully if all ok then I’m happy. Don’t look at footfall and ATV.

Data – can do it, have done in the past, but didn’t feel it achieved much. If things contracted then would look at data. Do all our own bookkeeping. 

	R9
	I don’t do FDI because I think it’s tedious – and I’m not sure about reliability. Data analysis – I always mean to do it but don’t. The practice management assistant is meant to help. Good idea, but I don’t have the time as I’m working hard – I’m single handed – about 85 hours per week.

	R10
	Main analysis by accountants – monthly management figures for trends. We don’t look as much as we should. The 3 directors meet weekly – we talk about the branches and the trends – more anecdotal than it should be.

We have no time to analyse data – maybe we should make the time. At the moment I am 50% clinical 50% management but still generating money during the management time.

	R11
	Lack of good information on trends and financial performance of practice is a real threat – decision making is made on the basis of no or false information much of the time. I measure everything – spend is a waste of time, but it is interesting. Don’t measure key performance indicators as they’re a waste of time. We use our own range of performance indicators – i.e. how are we doing as a team. We use BT call monitoring to monitor calls – the length, the number of engaged calls, lost calls etc. The practice is full of graphs – weekly turnover etc so that the team get feedback.

I don’t segment the clients as we don’t need to look at this if we are dealing with them as individuals. They have individual needs – they are not dinkies etc – then enjoy what you do best which is to treat sick animals

	R12
	Virtually none. The practice is not part of FDI. Benchmarking is done by the accountant. That generates a huge amount of data which is salutary at this time. I look at discussion forums. Some seem to be managing the practices well – I feel we ought to mange the practice
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Appendix 3








Porter’s Five Forces Model in the Context of the Traditional Small Animal Veterinary Practice





Rivalry Among Competitors


No control of areas/practice boundaries


Rate of industry/sector growth is slowing


Over capacity issues??


Those with money or good quality Pet insurance can access full range of treatment


Current concern over future of practice ownership due to growth in Part time working leading to reduced numbers willing to commit to practice ownership


Exit problems = practice value overinflated by rising property values


Diversification – increased competition through wider range of practice


Para professionals competing for business


Reduction in rivalry due to better internet connections = discussion forums


























Threat of New Entrants


Traditional idea that vets owned practices now gone


Veterinary surgery has to be carried our by a registered vet – limits new entrants. RCVS recognised


Retaliation possible for existing practices


High capital set up costs for property and equipment – barrier to entry


No control of areas/boundaries of practice


Specialist/out of hours providers making it easier to set up by reducing the time investment required


Sector diversified


Corporate practices emerged








Power of Buyers


Evidence of ‘customer churn’


No switching costs makes it easy to change vet


Range of providers available to suit different “needs”. Budget vs. Gold Standard – buyer choice widening


Clients restricted by ’66 Act – have to go through a vet to exercise buying power over medicines


Buyer choice widening through diversification/segmentation within the profession due therefore reducing buyer concentration to firm concentration ratio


Limited scope for clients to compare between practices


Owning a pet is choice not necessity = luxury good


Can choose not to seek veterinary help for their pet


Impact of current economic climate





Threat of Substitutes


Competition Commission legislation to break monopoly


 Increase of advice sites on the Internet


Internet pharmacies offer alternative to vet practice dispensing


Vet Medicine Legislation makes it easier for customer to access substitute supplies


Services offered by paraprofessionals


Pet supermarkets selling auxiliary products and diets


Pet shops – increasing access to knowledge for pet traders








Power of Suppliers


Small manufacturing runs = high risk of product shortage


High competition in popular products eg flea products


Vets sell range of additional products


Small number of manufacturing companies – limited competition


Recent mergers and acquisitions have potential impact


Medicines legislation imposes controls – vet medicine = highly regulated market


Vets forming cooperative buying groups to strengthen their position


Corporates have advantage in terms of buying power
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