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At the beginning of 2009, we faced one of the most
depressed economic outlooks that many of us could
ever imagine. The recession that developed impacted
all sectors of the economy, including dentistry. With the
beginning of a new year, we find that many practices
did decline over the last year, but the declines were
for the most part much less severe than most had
anticipated. The practices that realized the smallest
declines realized the importance of being fiscally
responsibly with proper fee structure, cost structure
(expenses) and management.

We urged practices to reconsider their case presentation
strategies and listen intently to their patients’ reasons for
coming to the practice. The decision to assist patients
in delaying some treatment in these times rather than
the full mouth rehabilitation or nothing treatment plan
appears to have helped many practices maintain their
patient bases. Delayed treatment is not refused treatment.

Dentistry will continue to be needed, and we suggested
that all practices needed to take the time to “get back to
basics” and be pro-active in controlling overhead, including
staff expenses, adjusting fees, working on internal
marketing for new patients and controlling accounts
receivable, especially with the insurance companies.

If you have not done it yet, it’s probably a very good
time to have a “State of the Practice” meeting with your

staff and lay out specific plans to assure your profitable
survival in these economically rough times.

Cycles are a part of our lives. Business cycles, weather
cycles, economic cycles all seem to surge and wane.
We’ve rediscovered that the sky is not falling. The
stock markets fell and are showing definite signs of
recovery. Over the years, we have seen several
recessionary periods and their effect on the dental
profession. It may be sad, but dentistry is often an early
victim of economic downturns because in many
cases dentistry is paid for with discretionary income.
As discretionary income declines, so do visits to
the dentist.

In automobile racing, one of the rules when traveling
at 200 MPH and a crash occurs with smoke and debris
flying everywhere is to “drive through it.” More often
than not, the driver comes out the other side unscathed.

For now, staying conservative, working as a team and
adhering to fundamentally sound business practices
will get you through this less than ideal time in better
than expected shape

Stuart M. Auerbach, DDS owned and operated a private practice
for over 18 years. For the last 15 years, he has transitioned
practices with ADS Florida, LLC and been the featured presenter
at dental associations in Florida.

Nurturing Practices

When preparing for a major transition such as the sale of your dental practice, you need to seriously consider
the credentials, qualifications and services you want in your transition consultant/broker. Our ADS professionals
provide closely coordinated, well managed transitions, ensuring maximum efficiency with positive and
quantifiable results. Our transition experts have been selected by many state and regional dental associations
as featured and continuing education speakers and we have collectively published transitions articles in state and
local dental journals plus Dental Economics. Recently, we have also formed an exclusive alliance with Dental Town.

Our members recognize that you cannot afford to make mistakes with a poorly handled transaction. We are
dedicated to making your transition a success with everybody involved and look forward to providing you
personalized attention in the strictest confidence. I have prepared an article about our organization and the value
of using your local ADS broker. I urge you to take a few minutes to read it at ADStransitions.com/Value.
We are ADS, where “Practice Transition made Perfect”™ is not just a tagline.

Frank Brown | President, ADS
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“ Don’t let 2010 get
away from you.
Adjust your fees
this year so your
practice is ready.”

– Hy Smith
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As we all know, the recession adversely affected every segment of
our economy last year. A reduction in new patient flow and treatment
acceptance has been seen almost everywhere. In general, we’ve seen
anywhere from a 10% to 30% decline in practice revenues in 2009
compared to 2008. With the New Year however, the cost of operating
your dental practice will probably continue to increase as it has every year;
with increases in supply costs, rent, insurance, and staff compensation as
well as every other cost of running your business.

There are only two possible ways to make up for the increases, either
work more or raise fees on the services you provide. Since this economic
environment and your practice makeup may not yield higher profitability,
we will focus on increasing your fees.

We recommend that each practice develop a fee schedule that accurately
reflects the quality of care it provides. All fees for services once set should
be increased at the same rate across the board, at least three percent
(3%) per year. As a point of reference, the CPI increase for medical care
services was approximately 3.2% for the period ending on October 31,
2009. Trying to adjust individual procedure fees based on the percep-
tion of adverse patient reaction usually proves to be a waste of time and
energy. Your primary business goal is to operate your office at optimal
capacity doing the type of dentistry that you want to do.

If your fees are below the median fee schedule for your area, you should
consider an immediate increase of all of your fees of approximately 10%.
If your practice overhead is 65%, a 10% increase of your fees will yield
an increase in profit of approximately 30%. If your overhead is 75%, the
same increase will yield a profit of 40%! We suggest that you maintain
your fees in the 80th percentile for your area.

Also, keep in mind that it is usually not possible for doctors who do not
increase their fees annually to catch up, or make up, for years when they
did not incrementally increase their fees by simply submitting a larger fee
increase in any one year.

Here are some things to consider
in conjunction with your fees:

Staff Compensation
While most offices raise staff compensation annually, that is not necessarily
the best way to do it. Whether as a result of merit or just time, and while
it is certainly welcomed by the staff, annual salary increases become an
expectation. With that, unless the staff understands that their compensa-
tion is directly related to the overall financial health of the practice, they
are unlikely to support your efforts. Accordingly, we suggest that you
raise your fees in conjunction with the increases in compensation, mak-
ing sure that your staff understands that their increase is tied to your fee
increase. From there, they should be more willing to assist in the imple-
mentation, presenting, supporting and defending the updated fees with
your patients. Additionally, they will make sure that there are regular in-
creases in your fees.

Lab Fees
Generally, fees for laboratory related services should be in the range of
five to seven times your laboratory costs. If your annual lab costs are
higher than eight to ten percent of your production, that may be due to
a disproportionate mix of some services that are lab intensive, or, most
often, that your fees are not high enough.

Free Dentistry
We suggest that you monitor the amount of professional courtesy dis-
counts or free dentistry by entering a $0 fee for those services and track-
ing them on your production reports. You may find that the cost of your
discounts is higher than you expected.

Communications Strategy

Studies have shown that it is easier and more cost effective to increase
business from existing patients than to create new ones. Marketing is
becoming more important as doctors constantly look for ways to get more
patients into their practice. Most however, spend virtually all of their mar-
keting efforts on new patients forgetting about the existing patient base.

You should be communicating with your existing patients at least every
six months. A simple informational letter about changes in your practice
or new procedures can be delivered for free via email or for minimal
cost using regular mail. Now is an opportune time to reconnect with your
patients, talk about the upcoming year and, at least remind them that
their insurance benefits that have been reset as of January 1st.

Treatment Presentation

Many of our successful offices have also revised their treatment presentations
to reflect the recession. As we have always advocated for comprehensive
treatment planning and presentation, many offices are now offering a
deferral of the “complete” treatment plan in favor of a segmented plan.

While a comprehensive plan should be presented, if it is not accepted
for economic reasons, consider offering to complete the treatment in
segments over a defined timeline. Normally this will result in quadrant
treatment that can be accomplished in only a few appointments with a
minimum of time lost from work. Patients will be able to see immediate
results of the treated area and will probably be more inclined to want to
complete treatment.

The health of your practice depends on a regular review of your fees.
If you don’t know how your fees compare to others in your area, ADS can
assist in your determination

As we all know, economies are cyclical and as they turn down they will
also turn back up. Now is the time to comprehensively evaluate how
your practice is positioned and make plans for the New Year.

H.M. Hy) Smith, MBA is a 35 year veteran of practice transitions. Hy consults with
doctors and nationally as Director of Transitions Strategies for Pride Institute. Hy has
authored several books on transitions, continues to lecture nationwide and formerly
served as President of ADS.
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