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Breaking Down Your Practice Overhead
Chris Bentson, President of Bentson Clark

hile it is always important to examine the expense side of your practice, it is 
especially crucial in the present economic environment. In order to explore 
orthodontic practice overhead, this article is part one of a detailed three part 

examination. This article will analyze overheads from a high level and illustrate real 
overhead rates from 25 recent valuations (same valuations as Taking a Glimpse at 
the Valuations of 2007, Volume III, Issue I), broken down into four categories: Staff 
Expense, Orthodontic Supply Expense, Business Management Expense and Occupancy 
Expense. The other two articles to follow in this series will analyze the individual 
expense line items in each category and the most common adjustments made to each 
during the valuation process. At the end of this article series, the provided sample 
income statement with average overhead expenses can be used to help manage your 
practice. 
   
   
 

Bentson Clark reSource
2nd Quarter 2008

Volume III  Issue II

2nd Quarter 2008

The Bentson Clark reSource (ISSN 1559-1360) is 
published quarterly by Bentson Clark, LLC, 301 North 
Elm Street, Suite 301, Greensboro, North Carolina 
27401.  Periodicals postage paid at Greensboro, North 
Carolina 27401.  

POSTMASTER: Send address changes to Bentson Clark, 
LLC, 301 North Elm Street, Suite 301, Greensboro, 
North Carolina 27401.

Telephone: (336) 379-8822 / (800) 621-4664
Fax: (336) 333-0015
Website: www.bentsonclark.com
E-mail: laura@bentsonclark.com

©Bentson Clark, LLC. 2008. 
Copyright strictly reserved. This journal is intended for 
use by the individual to whom it is addressed and may 
not be reproduced in whole or in part or redistributed in 
any way – including reproduction for internal distribution 
– without the prior written permission of Bentson Clark, 
LLC. 

page 1

page 3

page 5

page 6

Continued on page 2 

W
 Partnership
 Buy-In
 Desire to Relocate
 Sale of a Portion of Practice

AAO Annual Session - Booth # 624

Thinking about a Practice Valuation or 
Possible Transition?

Valuation and transition issues are private and often sensitive matters to discuss. 
A quick five-minute conversation rarely does justice to any particular matter that 

needs to be discussed regarding these topics. For this reason we invite you to 
schedule a FREE 30-minute, face-to-face consultation during the 

108th AAO Annual Session in Denver!

 Practice Valuation
 Practice Transition
 Document Review
 Sale of Entire Practice

Schedule your FREE consultation by visiting 
our website or calling 800-621-4664 today!

Practice Staff 
Expense

Orthodontic  
Supply

Expense

Business 
Management

Expense

Occupancy 
Expense

Total 
Practice 
Expense

1 26.3% 16.5% 6.4% 6.6% 55.8%
2 18.6% 8.2% 8.0% 8.8% 43.6%
3 24.7% 8.4% 11.0% 7.6% 51.7%
4 19.4% 13.8% 14.1% 7.0% 54.3%
5 29.8% 6.9% 9.3% 6.3% 52.3%
6 21.0% 12.8% 10.7% 7.2% 51.7%
7 19.2% 10.9% 9.1% 7.0% 46.2%
8 25.3% 9.8% 5.9% 14.6% 55.6%
9 22.0% 7.8% 8.5% 8.3% 46.6%

10 20.5% 9.9% 10.3% 4.7% 45.4%
11 21.3% 11.5% 5.8% 7.1% 45.7%
12 21.6% 7.1% 10.1% 9.1% 47.9%
13 20.7% 9.1% 9.4% 11.0% 50.2%
14 21.4% 6.6% 7.7% 4.4% 40.1%
15 16.1% 6.1% 6.6% 5.9% 34.7%
16 26.4% 10.8% 11.2% 15.5% 63.9%
17 27.4% 8.2% 10.3% 13.2% 59.1%
18 31.2% 8.8% 10.6% 8.4% 59.0%
19 22.6% 12.3% 6.6% 6.5% 48.0%
20 22.3% 9.5% 11.2% 10.0% 53.0%
21 15.0% 6.8% 22.7% 9.4% 53.9%
22 17.9% 14.0% 5.3% 7.2% 44.4%
23 26.0% 7.7% 7.8% 7.7% 49.2%
24 24.8% 10.7% 13.2% 15.8% 64.5%
25 24.7% 7.6% 12.2% 6.3% 50.8%

Average* 22.8% 9.6% 9.9%  8.6% 50.9%
*The average line represents the average of each statistic.
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Confucius on Marketing

 Understanding your practice overhead is critical. 
During the past year, we have heard feedback from numerous 
orthodontists relating to the difficulty they are experiencing as 
they are trying to increase patient starts. It is a frequent topic 
discussed at orthodontic meetings and within many industry 
reports and newsletters, including this one. The Bentson Clark 
reSource has also previously reported on the current economic 
cycle and the impact it is having on orthodontics and dentistry 
in general (Where Have All the New Patients Gone, Volume 
II, Issue IV). 

 In the early months of 2008, feedback from many 
practices report very good results in January and February. 
The early part of the year is historically strong in orthodontics 
and, with the increasing number of patients with flex spending 
health insurance, practices that attract patients with this 
benefit experienced stronger than average results in the 
early months of this year. During the month of March, there 
has been continued volatility in the financial markets and 
some retraction of consumer spending. Couple the financial 
uncertainty with the angst of being in the midst of an election 
year, and many practices continue to wade through a time 
when it is more difficult to get patients started than twelve 
months ago.

 The sample data shown in the chart on page one 
breaks down the adjusted overhead for 25 recent valuations 
Bentson Clark has performed. For each practice, the overhead 
rate is expressed as a percentage of net collections for 
each of the four categories. Most orthodontists generally 
believe practice overhead should be approximately 50% of 
collections. This notion is, on average, correct, but how is 
that 50% actually distributed? The sample shows that for 
the practice data shown, the average adjusted overhead as a 
percent of net collections is:

 

 The numbers in the sample are verifiable from income 
tax returns and income statements provided for the purpose of 
valuing each respective practice. However, as we noted earlier, 
these are adjusted overhead rates, which means that certain 
non-operating expenses have been removed to arrive at these 
figures. When a doctor looks at his or her income statement 
or tax return, it is important to realize that these documents 
will often include many expenses that are discretionary or 

non-operating in nature, or are perquisites or other economic 
benefits that are actually additional income or compensation 
to the owner doctor. Therefore, the true overhead of the 
practice is often not revealed until these expenses are removed. 
As part of the valuation 
process, discretionary or 
non-operating expenses 
and economic benefits 
attributable to the owner 
doctor necessarily need 
to be extracted from the 
income statement so the 
true cost of running the 
practice is known. Common examples of these items are 
the doctor’s salary payroll taxes, retirement contributions, 
automobile expenses, cell phone costs, certain travel and 
entertainment expenses, and unnecessary family members’ 
salaries on the payroll. Certain one-time or non-recurring 
expenses are also removed (such as non-recurring consulting 
fees, significant repairs, or implementation costs associated 
with a significant computer upgrade). The figures in the 
data provided above have been adjusted to exclude these 
discretionary and personal expenses. 

 What follows is a brief discussion on each of the four 
overhead expense categories with some comments on what we 
are seeing within each of them. Importantly, the expense items 
are all expressed as a percent of annual net collections. Net 
collections are the total treatment fees the practice has collected 
less any refunds to patients or insurance companies.

 Staff Expense represents the single largest expense 
item in almost every orthodontic practice. This category 
averaged 22.8% in the sample of 25 practices reviewed. The 
items that are included in this category are staff salaries and 
wages, payroll taxes on those wages, uniform expenses, staff 
continuing education expenses, health insurance, profit sharing 
and retirement benefits, and other benefits provided to the 
staff. The range of values in staff expenses for the practice data 
shown is from a low of 15% for Practice #21 to a high of 31.2% 
for Practice #18. 

 The Orthodontic Supply Expense category includes 
two expense items: orthodontic supplies (the cost of brackets, 
bands, wires and other mandatory supplies) and lab fees. For 
the 25 practices reviewed, this average percent of funds spent in 
this category is 9.6% of net collections, and there are generally 
no or very few adjustments to the actual reported expenses in 
this category. It is also important to note that some practices 
report no lab expenses, which is generally because certain 
doctors do not track this item separately from their orthodontic 
supply expense. The percentages in this category range from 
data low of 6.1% (Practice #15) to a high of 16.5% (Practice 
#1).

“Most orthodontists 
generally believe 
practice overhead 

should be 
approximately 50% 

of collections."

Continued from page 1
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 The Business Management Expense category is 
made up of thirteen items. They include bank charges, 
advertising and promotion, automobile costs, general office 
supplies, computer expenses, licenses and taxes, business 
related insurances (liability and general), outside services 
(such as accounting and legal fees, payments to consultants 
and other individuals), postage and shipping, travel and 
entertainment, dues and subscriptions, and other miscellaneous 
office expenses.

 It is worth noting that many practice owners include 
their automobile as part of the practice, and, in most cases, 
all auto-related costs are removed from this category because 
it is a discretionary expense that represents an additional 
economic benefit to the owner doctor. For the 25 valuations 
we reviewed, the average business management expense is 
9.9% of net collections. The range in business management 
expenses for the practices analyzed is a low of 5.3% to a high 
of 22.7%.

 The last expense category is Occupancy Expense. 
This category includes the following five expense items: 
rent, utilities and telephone fees, janitorial costs, repairs 
and maintenance, and depreciation and amortization. It is 
important to note that if the orthodontic practice owner also 
owns the real estate, rent charged to the practice by the owner 

Group 4 - Marketing is a proven asset.
This group invests in marketing and expects a strong return 
on investment:

 • Marketing success is measurable by one key
 iiiiiiohoooiindicator, new case starts.
 • New case starts occur because marketing plans 
 iiiiiioiiiiiiiiiiiiiiihooo were executed consistently over an extended 
      period of time by reliable people.
 • Execution was possible because there was a 
                well-thought-through, written plan evaluating the
           facts and conditions of the practice and setting
                   specific goals. 

 Marketing is much like orthodontics; random brackets 
and wires applied over short periods of time by well meaning 
people do not get the desired results. The same elements that 
bring results in marketing are the same that bring success in 
orthodontics:

 • Analyze your situation (market).
 • Plan a strategy to achieve the goals you want.
 • Execute those plans consistently and with quality.

 After examining the value of marketing, building the 
correct perspective of marketing and understanding Group 4 
positioning, hopefully these ideas have given you a different 
view of an important subject that resonates positive possibilities 
for your practice. Good marketing impacts decision making 
behaviors that increase new case starts; random acts of 
marketing do not work. Invest your dollars wisely and expect a 
solid return.  When marketing becomes a core system in your 
practice, just like sound accounting, you have more control over 
desired results.

 Our marketing/philosopher friend Confucius would 
end his marketing seminar with this question: “Is a person in 
a crowded room that never talks to anyone communicating?” 
The answer is yes. The message being communicated is “I am 
not interested in talking to anyone.” Be careful not to send the 
wrong message.

Continued from page 6

Gary Smith is a graduate of the University of North Carolina-Chapel 
Hill where he received a B.S. degree in Marketing. OrthoMarketing 
is a specialized marketing operations firm that provides turnkey 
marketing services for an orthodontic practice desiring to increase 
new case starts. OrthoMarketing is unique in that it not only plans 
but also executes all marketing requirements for its clients. For more 
information visit www.orthomarketing.com or contact Steve Howard at 
866.942.8440 or Steve@orthomarketing.com.

Breaking Down Your Practice Overhead
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Practice Expenses Average
Staff Expense    22.8%
Orthodontic Supply Expense      9.6%
Business Management Expense      9.9%
Occupancy Expense      8.6%
Total Practice Expenses    50.9%
Practice Income    49.1%

doctor must be adjusted to reflect the fair market rental rate 
to properly recognize what a new owner would likely pay 
for the same office space. In addition, for valuation purposes, 
all depreciation and amortization is removed from practice 
expenses because they are non cash items. For the practices 
reviewed, the average occupancy expense was 8.6% of annual 
collections, ranging from a low of 4.4% to a high of 15.8%. 

 When asked the question, “What is your overhead?” 
most orthodontists most often reply, “Around 50%.” The 
analysis of the overhead data for the 25 practices reviewed 
reveals that an adjusted overhead of slightly more than 50% of 
net collections is the average, but it is simply that – an average. 
The overhead rates range from a low of 34.7% to a high of 
64.5%. The chart herein provides the four high-level expense 
categories of an orthodontic practice, with each category noted 
as a percentage of net collections. In the next two newsletters, 
we will discuss in greater detail the line item detail for each 
of these four categories and address common adjustments 
made to various items during the valuation process. We hope 
this data will help you examine and better understand your 
practice’s operating expenses and true overhead rate.

Chris Bentson is President of Bentson Clark. Chris is veteran in the 
field of orthodontics with an 18-year career in the industry. He can be 
reached via email at Chris@bentsonclark.com.
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he tassel has been turned; diplomas are tightly gripped 
while Pomp and Circumstance plays loudly over the 
PA system. While graduation is certainly a cause for 

celebration, the reality of the costs to get there can be a heavy 
burden to bear. Before orthodontic residents begin earning a 
living as doctors in private practice, they are already deep in 
debt.  The pressure of this debt, regardless of the total amount 
of its size, is a concern to almost every resident. The majority 
of residents choose to start a practice from scratch or buy 
into a practice soon after graduating from their orthodontic 
program, both of which require incurring additional debt.  For 
this article, we researched some of the facts on student debt, 
focusing on the new medical professionals who are often 
burdened with large sums of debt at the beginning of their 
professional careers. 

 The majority of residents believe that you have to 
spend money in order to make money, but they never knew 
the price of education would be so drastic. According to The 
College Board, the nearly doubling of the cost of a college 
degree over the past decade has produced an overwhelming 
amount of high-priced student loans, causing students to rely 
on loans more than ever before.  More than $130 billion in 
financial aid was distributed during the 2006-2007 academic 
year in the form 
of federal loans, 
work-study and tax 
credits. In addition, 
students borrowed 
more than $17 
billion from private 
sources to finance 
their education. Between 1994 and 2005, college costs 
have increased more than twice the rate of overall inflation, 
confirming the trend that many students are paying more to 
borrow money for education. Loans that a large number of 
students are taking out are causing recent graduates to have an 

all-time high debt load that will put them in the hole for years 
or even decades to come. 

 College debt not only impacts one’s financial situation, 
but it can affect one’s well being, career and lifestyle choices.  
Education debt can contribute to feelings of anxiety, loss of sleep 
and even depression for some individuals. “The psychological 
and emotional underside of college debt does not receive the 
attentions it deserves,” said Jennifer DeLong, Director College 
Savings Plans at AllianceBernstein Investments. “It’s hard to 
feel like you’re making progress in life, when ten years after 
graduating you’re still receiving a monthly reminder of your 
college and post-graduate program obligations.” 

 Approximately 44% of graduates have postponed 
purchasing a home and 28% have delayed having children due 
specifically to college debt. For those who have children, 46% 
note that college debt has impacted their ability to save for their 
children’s education. Thirty percent of debt holders said they 
were not confident in their personal ability to make informed 
and solid investment decisions, reports AllianceBernstein 
Investments.

 Residents are asking for larger salaries than in the past 
because of their amount of educational debt, among many other 
things. A study conducted by the College Savings Foundation 
asked recent graduates what length of time it will take to 
eliminate all college loans. Twenty-three percent expected to 
pay off their debts within the next 11-20 years, followed by 
21% estimating 8-10 years and 20% of respondents projecting 
4-7 years. The same survey found that 55% of individuals 
with educational debt have limited retirement savings because 
student debt is a larger obligation. Graduates with large amounts 
of college debt are less likely to express satisfaction with their 
current situation as well.  

 While many residents receive loans, grants and other 
forms of aid, it is unlikely that this aid will be adequate to pay 

T

Continued on page 4

Laura Overcash, Director of Marketing at Bentson Clark
Confucius on Marketing

2nd Quarter 2008

magine Confucius speaking at an American Association 
of Orthodontists workshop on marketing. This could be 
his opening statement: “You can’t reach your destination 

if you don’t know your starting position.” After pondering 
this under your own personal fig tree for a second, you will 
discover it is very true. If you are not sure where to start, how 
can you possibly reach your goals? 
 

 In the orthodontic industry, the term marketing is 
probably one of the most misunderstood and mysterious 
concepts currently being evaluated by practices. I believe 
most people will agree that no matter how you define it, 
marketing cannot be ignored, but what is the best way to 
proceed?  I suggest we need to start by considering what the 
correct perspective regarding marketing is. What should 
your expectations be? What are the most common questions 
when discussing marketing? 

 • Can I afford marketing?
 • Can I afford not to market my practice?
 • Are we getting results when we do something? 
 • Should we choose Option A or Option B? 
 • Who should I listen to?  
 • How much should we spend? How much have I 
    already spent?
 • Who is going to do all this? 
 • What is our timetable?

 Before we start, let’s agree on one important 
premise -- marketing has value. How can this statement be 
proven true?  As an illustration, a thirty-second Super Bowl 
advertisement this year went for 
$2.4 million dollars. What kind of 
individual or company would pay 
that kind of money to communicate 
to even millions of people? We are 
talking only 30 seconds! The fact is 
that the money is not just paying for the time a commercial is 
aired; sponsors are also investing in the marketing event of the 
anticipated super bowl of commercials. 

 If you have not noticed, there is quite a buzz weeks 
before the game about the best, the funniest, the most creative 
commercials that cannot be missed. And if you did miss the 
commercials you can view them on the internet ad nauseam, 
all to the sponsors’ delight. The day after the Super Bowl the 
commercials are talked about almost as much as the game. 
The marketers have won when people are taking bathroom 
breaks during the big game in hopes that they do not miss the 
funniest commercial ever made.

 One must remember that television ads are not 
marketing; they are simply a component of marketing, part of 
a marketing strategy/plan that consists of other components  

I
that all work together to communicate to the target audience. 
Similarly, mailing postcards without a plan is not marketing; it 
is actually more like playing the lottery. The odds are against 
your being successful if you just rely on mailing postcards to 
communicate to prospective patients. (In most cases it is hard 
to recommend television ads for an orthodontic practice or 
direct mail, except in special cases where it supports the overall 
strategy and where results are measured.)

 We should be able to agree good marketing has value, 
but great marketing has great value!  But how does that relate 
to the marketing of an orthodontic practice?

 Marketing impacts patient/client behavior, specifically 
decision-making behavior. A great example of this is choosing 
one orthodontist over another, or worse, choosing a dentist 
instead of an orthodontist. This is an important perspective to 
embrace when considering investing in marketing. Marketing 
MUST impact decision-making behavior! 

 Hopefully we agree that marketing has value and affirm 
its ability to impact decision-making behavior. Now, what is 
your historical position on marketing? Was it the best position 
to take? At OrthoMarketing, we can put almost everyone into 
one of four simple categories based on their past marketing 
experiences. Which group best describes where you have been 
before reading this article? 

 •  Group 1 – Never touch the stuff myself.  
     (Not interested in marketing)
 •  Group 2 – Tried it, did not like it.  
                  (Experienced no results)
 •  Group 3 – Tried it, it is okay, nothing to get excited
                   about.  (Expected better results)
 •  Group 4 – Would not leave home without it.
     (Marketing is a proven asset)

Group 1 - Not interested in marketing.
 Chances are the individuals in this specific group are 
not reading this article. They are not interested in marketing.

Groups 2 & 3 - Experienced no results or expected better results.
 The common elements of these particular groups  
include:

 • No plan or strategy is in place.
 • Usually there are too many random acts of marketing 
   in no particular sequence for any particular reason
     with no measuring of results, assuming there are
    results to measure.
 • There is difficulty executing random acts.
 • There is an excessive use of the word smile within
    previous marketing campaigns.
 • The wallet seems to be lighter.

Gary Smith, President of OrthoMarketing

"Invest your 
dollars wisely 
and expect a 
solid return."

Continued on page 7

"Generally, graduates 
from public institutes 
have about one-third 
less debt than those 

from private schools."

Degree Program Percent Borrowing Cumulative Debt Percent Borrowing Cumulative Debt
Total 60.1% $37,067 70.1% $42,406

Master's Degree 58.4% $26,895 69.3% $32,858
Doctoral Degree 51.0% $49,007 58.3% $53,405

Professional Degree 86.5% $82,688 88.4% $93,134
MBA 53.0% $35,525 63.6% $41,687
PhD 40.0% $36,917 46.8% $41,540
EdD 53.4% $48,050 65.7% $47,725

Law (LLB or JD) 87.7% $70,933 89.7% $80,754
Medicine 95.0% $113,661 95.0% $125,819

Total Educational Debt

Graduate Education Debt All Education Debt
(Graduate & Undergraduate)

Source: FinAid Page, LLC



those from private schools.  The Association of American 
Medical Colleges reports that the cost of private medical school 
has risen 165% and public medical school has increased 312% 
in the two decades since 1984.  On average, medical students 
graduated with roughly $139,517 in debt in 2007. Over 75% 
had an outstanding debt of $100,000. In specialized fields such 
as orthodontics, it is not uncommon for resident debt to exceed 
$200,000.  

 The recommendation to residents is to consolidate 
student loans to help reduce the debt burden. Thanks to the 
decrease in interest rates, individuals who borrowed large 
amounts are feeling some 
relief. When consolidating, 
the principal balance can 
be reduced (based on the 
specific loan program) or 
the monthly payment can 
be decreased, in the long 
run helping one’s credit 
score. Erasing loans by 
filing for bankruptcy is 
rarely an option. A 1998 
law designed to reduce 
student loan defaults 
requires borrowers to 
prove they will be unable 
to maintain a minimal 
standard of living unless 
their student loans are 
erased. 
 

 There is much misunderstanding about student debt, 
mostly in part from the complexity of the current educational 
financing system. However, educational debt is an everyday 
reality for residents. When residents are looking to purchase 
a practice or even become an associate, they must factor in 
debt along with all other everyday household expenses. They 
must take into consideration their spouse, children, mortgage 
and any other monetary responsibilities. Part of the reason 
we are seeing higher associate salaries for newly graduated 
orthodontists is because of their higher level of educational debt 
and total amount of living expenses. While a higher entry level 
salary may at first glance seem unwarranted, many residents 
find they must ask for it based on their expenses needed to live. 
Fortunately, the lenders who participate in orthodontic practice 
financing also have a good understanding of school debt. As 
long as the residents’ credit has been well maintained, they are 
generally offered additional loans to purchase practices.

Bentson Clark reSource
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the full cost of attendance. For the majority of aid recipients, 
the amount of assistance is substantially lower than the total 
educational cost. Sometimes the gap between assistance 
and actual cost is referred to as the net price or the out-of-
pocket cost. Some residents work full or part-time jobs to 
help make up this different during their enrollment. At times 
this employment money does not directly pay toward school 
debt, but instead toward expenses such as textbooks, lab fees, 
school supplies and general living expenses. 

 A number of residents use credit cards to make up 
the net price difference or just to survive on a daily basis. In 
a report developed and produced by Nellie Mae Corporation, 
graduate students’ credit cards and spending trends were 

analyzed. In 2006, 
92% of graduate 
students had at least 
one credit card and 
the majority (67%) 
said they received 
their first credit card 
as an undergraduate 
student. Ninety-

four percent of students claim to be using credit cards to pay 
for some portion of their direct education expense. While 28% 
admitted paying some portion of their tuition with credit cards, 
their average credit card balance is estimated at $5,400.

 The longer an individual is enrolled, the more likely 
he will increase his total outstanding credit card debt. In a 
report developed and published by the Nellie Mae Corporation, 
on average, older students carry $12,593 in credit card debt, 
while younger students average $6,479. Although 93% of 
students who responded stated that they attempt to keep credit 
cards under control, only 20% pay the cards off in full each 
month while 18% make the minimal monthly payment on all 
cards every month.  

 Student debt is rising each and every year, in part to 
tuition costs. Average tuition differs considerably throughout 
the states and regions of the country. Generally, graduates 
from public institutes have about one-third less debt than 

Debbie Best, Senior Practice Management Consultant at Consulting Network
services, you will be able to point out how you differ from the 
clinic across the street.  It also helps to ask yourself, “If this 
person is shopping for fees only, do we want him or her as a 
patient?” Two, offer three payment options for patients when 
you present treatment fees:

 1. Offer an office payment plan with an initial 
investment of 20% - 40% and the balance over 75% of the 
length of treatment.  Consider automatic debit from a checking 
account or credit card utilizing a company such as Orthobanc 
to make it convenient for patients to make their monthly 
payments.

 2. Offer a third-party payment option such as 
Springstone to combat possible sticker shock.  With no initial 
payment and up to 84 months to pay, it can be more flexible 
than any clinic.  Consequently, you do not have to compromise 
the terms of your own office plan to remain competitive.  

 3. Offer a 5% cash courtesy if the patient chooses 
to pay in full at the start of treatment. Just remember that in 
order for your office to stay healthy, you want less than 20% 
prepaid. 

 If you are the one who presents financial arrangements 
to patients, you have to be completely comfortable with the 
doctor’s fees and truly believe 
patients receive a good value for 
their money.  Your confidence and 
enthusiasm will be contagious.  
If you are not comfortable, you 
will unconsciously communicate 
your unease through nonverbal 
and other subtle messages.

 With terms at 75% of the treatment time, your office 
plan is positioned as another attractive option.   Eighty percent 
of your patients, recognizing the good value, will continue 
to choose it. Remember, it is all in how you phrase your 
presentation.  Do not apologize for financial arrangements! 
Emphasize instead what you can offer: the best orthodontic care 
along with a range of convenient and fair payment options. 

Set Yourself Up for Success with Solid Financial Arrangements

tate-of-the-art techniques have made it possible to 
minimize patients’ time in the chair and reduce the 
number of visits required to complete orthodontic 

treatment. You congratulate yourself for your efficiency; after 
all, both the patient and parent lead busy lives.  They are sure 
to appreciate reducing the number of visits to your office 
and spending less time in the chair.  Instead of embracing 
the techniques you use to enhance the care you provide, the 
patient’s parent or guardian may instead question why the fee 
was $175 that month for a mere 15 minutes of the doctor’s 
time.

 In her mind, the parent equates the monthly fee 
she pays with the amount of time her child spends in the 
orthodontist’s office. This is not the type of thinking you want 
to encourage, yet that is exactly what you are doing if you tie 
your office payment plan to actual treatment time.

 To help discourage this incorrect association that may 
emerge, keep payment terms to within 75% of the treatment 
time.  Explain during the 
fee presentation that you 
offer an office payment 
plan as a convenience for 
patients.  Make certain 
patients understand that 
the terms of the plan do 
not reflect the number of 
office visits or the length 
of time that they are in 
treatment.  Instead, emphasize the end value they will receive 
in return for their investment.

 Your practice benefits in other ways from shorter 
payment periods.  When terms are scheduled to match the 
original treatment time, collections frequently become a 
problem if the patient completes treatment earlier than 
expected.  When you shorten terms, you eliminate the potential 
conflicts associated with those “early finishes.”  Shorter terms 
also give you a better chance of bringing a delinquent account 
current and receiving full payment before the end of treatment.  
The fee becomes more difficult to collect once the patient is no 
longer in active appliances.  

 Many practices believe patients will resist higher 
monthly payments and, therefore, are hesitant to shorten 
payment terms.  They cite competition from clinics or other 
offices that charge $88 to $129 per month and do not require an 
initial payment as the reason for their reluctance. In response, 
my strategy is twofold.  One, when you sell the value of your 
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Georgetown
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Case Western Reserve 
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Average Medical School Debt

Graduate Student By Age Group 22-29 30-35
Percentage with Cards 93% 93%

Average Number of Credit Cards 4.9 5.9
Average Credit Card Debt $6,479 $12,593
Median Credit Card Debt $3,542 $5,378

Percentage with Balances $6,000 - $15,000 24% 24%
Percentage with Balances > $15,000 10% 24%

Credit Card Debt By Age Group
Debbie Best is a senior practice management consultant for Consulting 
Network.   She evaluates staffing needs and office computer systems 
to develop a strategic plan for practice productivity. Debbie designs 
customized schedules, personalized job descriptions, and a personnel 
manual to fit each practice’s needs. As a part of her consulting program, 
she also focuses on the role of the front desk team, financial controls, 
anti-embezzlement protocol and practice building. She can be reached 
via phone at (925) 447-6993 or via fax at (925) 447-6994.

"Many practices 
believe patients 
will resist higher 

monthly payments 
and, therefore, are 
hesitant to shorten 
payment terms."

Any tax advice contained in this publication, including any attachments, was not written or intended to be used, and cannot be 
used, for the purpose of avoiding tax-related penalties or promoting, marketing or recommending to another party any tax-related 
matter addressed herein. This publication is not intended to render authoritative legal or accounting advice.  If legal or accounting 
advice or other expert assistance is required, the services of a competent professional should be sought.

"College debt not only 
impacts one’s financial 

situation, but it can 
affect one’s well being, 

career and lifestyle 
choices."

Source: U.S. News

Source: Credit Bureau Data



from public institutes have about one-third less debt than those 
from private schools.  The Association of American Medical 
Colleges reports that the cost of private medical school has 
risen 165% and public medical school has increased 312% 
in the two decades since 1984.  On average, medical students 
graduated with roughly $139,517 in debt in 2007. Over 75% 
had an outstanding debt of $100,000. In specialized fi elds such 
as orthodontics, it is not uncommon for resident debt to exceed 
$200,000.  

 The recommendation to residents is to consolidate 
student loans to help reduce the debt burden. Thanks to the 
decrease in interest rates, individuals who borrowed large 
amounts are feeling some 
relief. When consolidating, 
the principal balance can 
be reduced (based on the 
specifi c loan program) or 
the monthly payment can 
be decreased, in the long 
run helping one’s credit 
score. Erasing loans by 
fi ling for bankruptcy is 
rarely an option. A 1998 
law designed to reduce 
student loan defaults 
requires borrowers to 
prove they will be unable 
to maintain a minimal 
standard of living unless 
their student loans are 
erased. 
 

 There is much misunderstanding about student debt, 
mostly in part from the complexity of the current educational 
fi nancing system. However, educational debt is an everyday 
reality for residents. When residents are looking to purchase 
a practice or even become an associate, they must factor in 
debt along with all other everyday household expenses. They 
must take into consideration their spouse, children, mortgage 
and any other monetary responsibilities. Part of the reason 
we are seeing higher associate salaries for newly graduated 
orthodontists is because of their higher level of educational debt 
and total amount of living expenses. While a higher entry level 
salary may at fi rst glance seem unwarranted, many residents 
fi nd they must ask for it based on their expenses needed to live. 
Fortunately, the lenders who participate in orthodontic practice 
fi nancing also have a good understanding of school debt. As 
long as the residents’ credit has been well maintained, they are 
generally offered additional loans to purchase practices.
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the full cost of attendance. For the majority of aid recipients, 
the amount of assistance is substantially lower than the total 
educational cost. Sometimes the gap between assistance 
and actual cost is referred to as the net price or the out-of-
pocket cost. Some residents work full or part-time jobs to 
help make up this different during their enrollment. At times 
this employment money does not directly pay toward school 
debt, but instead toward expenses such as textbooks, lab fees, 
school supplies and general living expenses. 

 A number of residents use credit cards to make up 
the net price difference or just to survive on a daily basis. In 
a report developed and produced by Nellie Mae Corporation, 
graduate students’ credit cards and spending trends were 

analyzed. In 2006, 
92% of graduate 
students had at least 
one credit card and 
the majority (67%) 
said they received 
their fi rst credit card 
as an undergraduate 
student. Ninety-

four percent of students claim to be using credit cards to pay 
for some portion of their direct education expense. While 
twenty-eight percent admitted paying some portion of their 
tuition with credit cards, their average credit card balance is 
estimated at $5,400.

 The longer an individual is enrolled, the more likely 
he will increase his total outstanding credit card debt. In a 
report developed and published by the Nellie Mae Corporation, 
on average, older students carry $12,593 in credit card debt, 
while younger students average $6,479. Although 93% of 
students who responded stated that they attempt to keep credit 
cards under control, only 20% pay the cards off in full each 
month while 18% make the minimal monthly payment on all 
cards every month.  

 Student debt is rising each and every year, in part to 
tuition costs. Average tuition differs considerably throughout 
the states and regions of the country. Generally, graduates 

Debbie Best, Senior Practice Management Consultant at Consulting Network
services, you will be able to point out how you differ from the 
clinic across the street.  It also helps to ask yourself, “If this 
person is shopping for fees only, do we want him or her as a 
patient?” Two, offer three payment options for patients when 
you present treatment fees:

 1. Offer an offi ce payment plan with an initial 
investment of 20% - 40% and the balance over 75% of the 
length of treatment.  Consider automatic debit from a checking 
account or credit card utilizing a company such as Orthobanc 
to make it convenient for patients to make their monthly 
payments.

 2. Offer a third-party payment option such as 
Springstone to combat possible sticker shock.  With no initial 
payment and up to 84 months to pay, it can be more fl exible 
than any clinic.  Consequently, you do not have to compromise 
the terms of your own offi ce plan to remain competitive.  

 3. Offer a 5% cash courtesy if the patient chooses 
to pay in full at the start of treatment. Just remember that in 
order for your offi ce to stay healthy, you want less than 20% 
prepaid. 

 If you are the one who presents fi nancial arrangements 
to patients, you have to be completely comfortable with the 
doctor’s fees and truly believe 
patients receive a good value for 
their money.  Your confi dence and 
enthusiasm will be contagious.  
If you are not comfortable, you 
will unconsciously communicate 
your unease through nonverbal 
and other subtle messages.

 With terms at 75% of the treatment time, your offi ce 
plan is positioned as another attractive option.   Eighty percent 
of your patients, recognizing the good value, will continue 
to choose it.Remember, it is all in how you phrase your 
presentation.  Do not apologize for fi nancial arrangements! 
Emphasize instead what you can offer: the best orthodontic care 
along with a range of convenient and fair payment options. 

Set Yourself Up for Success with Solid Financial Arrangements

tate-of-the-art techniques have made it possible to 
minimize patients’ time in the chair and reduce the 
number of visits required to complete orthodontic 

treatment. You congratulate yourself for your effi ciency; after 
all, both the patient and parent lead busy lives.  They are sure 
to appreciate reducing the number of visits to your offi ce 
and spending less time in the chair.  Instead of embracing 
the techniques you use to enhance the care you provide, the 
patient’s parent or guardian may instead question why the fee 
was $175 that month for a mere 15 minutes of the doctor’s 
time.

 In her mind, the parent equates the monthly fee 
she pays with the amount of time her child spends in the 
orthodontist’s offi ce. This is not the type of thinking you want 
to encourage, yet that is exactly what you are doing if you tie 
your offi ce payment plan to actual treatment time.

 To help discourage this incorrect association that may 
emerge, keep payment terms to within 75% of the treatment 
time.  Explain during the 
fee presentation that you 
offer an offi ce payment 
plan as a convenience for 
patients.  Make certain 
patients understand that 
the terms of the plan do 
not refl ect the number of 
offi ce visits or the length 
of time that they are in 
treatment.  Instead, emphasize the end value they will receive 
in return for their investment.

 Your practice benefi ts in other ways from shorter 
payment periods.  When terms are scheduled to match the 
original treatment time, collections frequently become a 
problem if the patient completes treatment earlier than 
expected.  When you shorten terms, you eliminate the potential 
confl icts associated with those “early fi nishes.”  Shorter terms 
also give you a better chance of bringing a delinquent account 
current and receiving full payment before the end of treatment.  
The fee becomes more diffi cult to collect once the patient is no 
longer in active appliances.  

 Many practices believe patients will resist higher 
monthly payments and, therefore, are hesitant to shorten 
payment terms.  They cite competition from clinics or other 
offi ces that charge $88 to $129 per month and do not require an 
initial payment as the reason for their reluctance. In response, 
my strategy is twofold.  One, when you sell the value of your 
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he tassel has been turned; diplomas are tightly gripped 
while Pomp and Circumstance plays loudly over the 
PA system. While graduation is certainly a cause for 

celebration, the reality of the costs to get there can be a heavy 
burden to bear. Before orthodontic residents begin earning a 
living as doctors in private practice, they are already deep in 
debt.  The pressure of this debt, regardless of the total amount 
of its size, is a concern to almost every resident. The majority 
of residents choose to start a practice from scratch or buy 
into a practice soon after graduating from their orthodontic 
program, both of which require incurring additional debt.  For 
this article, we researched some of the facts on student debt, 
focusing on the new medical professionals who are often 
burdened with large sums of debt at the beginning of their 
professional careers. 

 The majority of residents believe that you have to 
spend money in order to make money, but they never knew 
the price of education would be so drastic. According to The 
College Board, the nearly doubling of the cost of a college 
degree over the past decade has produced an overwhelming 
amount of high-priced student loans, causing students to rely 
on loans more than ever before.  More than $130 billion in 
fi nancial aid was distributed during the 2006-2007 academic 
year in the form 
of federal loans, 
work-study and tax 
credits. In addition, 
students borrowed 
more that $17 
billion from private 
sources to fi nance 
their education. Between 1994 and 2005, college costs 
have increased more than twice the rate of overall infl ation, 
confi rming the trend that many students are paying more to 
borrow money for education. Loans that a large number of 
students are taking out are causing recent graduates to have an 

all-time high debt load that will put them in the hole for years 
or even decades to come. 

 College debt not only impacts one’s fi nancial situation, 
but it can affect one’s well being, career and lifestyle choices.  
Education debt can contribute to feelings of anxiety, loss of sleep 
and even depression for some individuals. “The psychological 
and emotional underside of college debt does not receive the 
attentions it deserves,” said Jennifer DeLong, Director College 
Savings Plans at AllianceBernstein Investments. “It’s hard to 
feel like you’re making progress in life, when ten years after 
graduating you’re still receiving a monthly reminder of your 
college and post-graduate program obligations.” 

 Approximately 44% of graduates have postponed 
purchasing a home and 28% have delayed having children due 
specifi cally college debt. For those who have children, 46% 
note that college debt has impacted their ability to save for their 
children’s education. Thirty percent of debt holders said they 
were not confi dent in their personal ability to make informed 
and solid investment decisions, reports AllianceBernstein 
Investments.

 Residents are asking for larger salaries than in the past 
because of their amount of educational debt, among many other 
things. A study conducted by the College Savings Foundation 
asked recent graduates what length of time it will take to 
eliminate all college loans. Twenty-three percent expected to 
pay off their debts within the next 11-20 years, followed by 
21% estimating 8-10 years and 20% of respondents projecting 
4-7 years. The same survey found that 55% of individuals 
with educational debt have limited retirement savings because 
student debt is a larger obligation. Graduates with large amounts 
of college debt are less likely to express satisfaction with their 
current situation as well.  

 While many residents receive loans, grants and other 
forms of aid, it is likely that this aid will be adequate to pay 
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magine Confucius speaking at an American Association 
of Orthodontists workshop on marketing. This could be 
his opening statement: “You can’t reach your destination 

if you don’t know your starting position.” After pondering 
this under your own personal fi g tree for a second, you will 
discover it is very true. If you are not sure where to start, how 
can you possibly reach your goals? 
 

 In the orthodontic industry, the term marketing is 
probably one of the most misunderstood and mysterious 
concepts currently being evaluated by practices. I believe 
most people will agree that no matter how you defi ne it 
marketing cannot be ignored, but what is the best way to 
proceed?  I suggest we need to start by considering what the 
correct perspective regarding marketing is. What should 
your expectations be? What are the most common questions 
when discussing marketing? 

 • Can I afford marketing?
 • Can I afford not to market my practice?
 • Are we getting results when we do something? 
 • Should we choose Option A or Option B? 
 • Who should I listen to?  
 • How much should we spend? How much have I 
    already spent?
 • Who is going to do all this? 
 • What is our timetable?

 Before we start, let’s agree on one important 
premise -- marketing has value. How can this statement be 
proven true?  As an illustration, a thirty-second Super Bowl 
advertisement this year went for 
$2.4 million dollars. What kind of 
individual or company would pay 
that kind of money to communicate 
to even millions of people? We are 
talking only 30 seconds! The fact is 
that the money is not just paying for the time a commercial is 
aired; sponsors are also investing in the marketing event of the 
anticipated super bowl of commercials. 

 If you have not noticed, there is quite a buzz weeks 
before the game about the best, the funniest, the most creative 
commercials that cannot be missed. And if you did miss the 
commercials you can view them on the internet ad nauseam, 
all to the sponsors’ delight. The day after the Super Bowl the 
commercials are talked about almost as much as the game. 
The marketers have won when people are taking bathroom 
breaks during the big game in hopes that they do not miss the 
funniest commercial ever made.

 One must remember that television ads are not 
marketing; they are simply a component of marketing, part of 
a marketing strategy/plan that consists of other components  

I
that all work together to communicate to the target audience. 
Similarly, mailing postcards without a plan is not marketing; it 
is actually more like playing the lottery. The odds are against 
your being successful if you just rely on mailing postcards to 
communicate to prospective patients. (In most cases it is hard to 
recommend television ads for an orthodontic practice or direct 
mail, except in special cases where it supports overall strategy 
and where results are measured.)

 We should be able to agree good marketing has value, 
but great marketing has great value!  But how does that relate 
to the marketing of an orthodontic practice?

 Marketing impacts patient/client behavior, specifi cally 
decision-making behavior. A great example of this is choosing 
one orthodontist over another, or worse, choosing a dentist 
instead of an orthodontist. This is an important perspective to 
embrace when considering investing in marketing. Marketing 
MUST impact decision-making behavior! 

 Hopefully we agree that marketing has value and affi rm 
its ability to impact decision-making behavior. Now, what is 
your historical position on marketing? Was it the best position 
to take? At OrthoMarketing, we can put almost everyone into 
one of four simple categories based on their past marketing 
experiences. Which group best describes where you have been 
before reading this article? 

 •  Group 1 – Never touch the stuff myself.  
     (Not interested in marketing)
 •  Group 2 – Tried it, did not like it.  
                  (Experienced no results)
 •  Group 3 – Tried it, it is okay, nothing to get excited
                   about.  (Expected better results)
 •  Group 4 – Would not leave home without it.
     (Marketing is a proven asset)

Group 1 - Not interested in marketing.
 Chances are the individuals in this specifi c group are 
not reading this article. They are not interested in marketing.

Groups 2 & 3 - Experienced no results or expected better results.
 The common elements of these particular groups  
include:

 • No plan or strategy is in place.
 • Usually there are too many random acts of marketing 
   in no particular sequence for any particular reason
     with no measuring of results, assuming there are
    results to measure.
 • There is diffi culty executing random acts.
 • There is an excessive use of the word smile within
    previous marketing campaigns.
 • The wallet seems to be lighter.

Gary Smith, President of OrthoMarketing

"Invest your 
dollars wisely 
and expect a 
solid return."

Continued on page 7

"Generally, graduates 
from public institutes 
have about one-third 
less debt than those 

from private schools."

Degree Program Percent Borrowing Cumulative Debt Percent Borrowing Cumulative Debt
Total 60.1% $37,067 70.1% $42,406

Master's Degree 58.4% $26,895 69.3% $32,858
Doctoral Degree 51.0% $49,007 58.3% $53,405

Professional Degree 86.5% $82,688 88.4% $93,134
MBA 53.0% $35,525 63.6% $41,687
PhD 40.0% $36,917 46.8% $41,540
EdD 53.4% $48,050 65.7% $47,725

Law (LLB or JD) 87.7% $70,933 89.7% $80,754
Medicine 95.0% $113,661 95.0% $125,819

Total Educational Debt

Graduate Education Debt All Education Debit
(Graduate & Undergraduate)

Source: FinAid Page, LLC
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Confucius on Marketing

 Understanding your practice overhead is critical. 
During the past year, we have heard feedback from numerous 
orthodontists relating to the difficulty they are experiencing as 
they are trying to increase patient starts. It is a frequent topic 
discussed at orthodontic meetings and within many industry 
reports and newsletters, including this one. The Bentson Clark 
reSource has also previously reported on the current economic 
cycle and the impact it is having on orthodontics and dentistry 
in general (Where Have All the New Patients Gone, Volume 
II, Issue IV). 

 In the early months of 2008, feedback from many 
practices report very good results in January and February. 
The early part of the year is historically strong in orthodontics 
and, with the increasing number of patients with flex spending 
health insurance, practices that attract patients with this 
benefit experienced stronger than average results in the 
early months of this year. During the month of March, there 
has been continued volatility in the financial markets and 
some retraction of consumer spending. Couple the financial 
uncertainty with the angst of being in the midst of an election 
year, and many practices continue to wade through a time 
when it is more difficult to get patients started than twelve 
months ago.

 The sample data shown in the chart on page one, 
breaks down the adjusted overhead for 25 recent valuations 
Bentson Clark has performed. For each practice, the overhead 
rate is expressed as a percentage of net collections for 
each of the four categories. Most orthodontists generally 
believe practice overhead should be approximately 50% of 
collections. This notion is, on average, correct, but how is 
that 50% actually distributed? The sample shows that for 
the practice data shown, the average adjusted overhead as a 
percent of net collections is:

 

 The numbers in the sample are verifiable from income 
tax returns and income statements provided for the purpose of 
valuing each respective practice. However, as we noted earlier, 
these are adjusted overhead rates, which means that certain 
non-operating expenses have been removed to arrive at these 
figures. When a doctor looks at his or her income statement 
or tax return, it is important to realize that these documents 
will often include many expenses that are discretionary or 

non-operating in nature, or are perquisites or other economic 
benefits that are actually additional income or compensation 
to the owner doctor. Therefore, the true overhead of the 
practice is often not revealed until these expenses are removed. 
As part of the valuation 
process, discretionary or 
non-operating expenses 
and economic benefits 
attributable to the owner 
doctor necessarily need 
to be extracted from the 
income statement so the 
true cost of running the 
practice is known. Common examples of these items are 
the doctor’s salary payroll taxes, retirement contributions, 
automobile expenses, cell phone costs, certain travel and 
entertainment expenses, and unnecessary family members’ 
salaries on the payroll. Certain one-time or non-recurring 
expenses are also removed (such as non-recurring consulting 
fees, significant repairs, or implementation costs associated 
with a significant computer upgrade). The figures in the 
data provided above have been adjusted to exclude these 
discretionary and personal expenses. 

 What follows is a brief discussion on each of the four 
overhead expense categories with some comments on what we 
are seeing within each of them. Importantly, the expense items 
are all expressed as a percent of annual net collections. Net 
collections are the total treatment fees the practice has collected 
less any refunds to patients or insurance companies.

 Staff Expense represents the single largest expense 
item in almost every orthodontic practice. This category 
averaged 22.8% in the sample of 25 practices reviewed. The 
items that are included in this category are staff salaries and 
wages, payroll taxes on those wages, uniform expenses, staff 
continuing education expenses, health insurance, profit sharing 
and retirement benefits, and other benefits provided to the 
staff. The range of values in staff expenses for the practice data 
shown is from a low of 15% for Practice #21 to a high of 31.2% 
for Practice #18. 

 The Orthodontic Supply Expense category includes 
two expense items: orthodontic supplies (the cost of brackets, 
bands, wires and other mandatory supplies) and lab fees. For 
the 25 practices reviewed, this average percent of funds spent in 
this category is 9.6% of net collections, and there are generally 
no or very few adjustments to the actual reported expenses in 
this category. It is also important to note that some practices 
report no lab expenses, which is generally because certain 
doctors do not track this item separately from their orthodontic 
supply expense. The percentages in this category range from 
data low of 6.1% (Practice #15) to a high of 16.5% (Practice 
#1).

“Most orthodontists 
generally believe 
practice overhead 

should be 
approximately 50% 

of collections."

Continued from page 1
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 The Business Management Expense category is 
made up of thirteen items. They include bank charges, 
advertising and promotion, automobile costs, general office 
supplies, computer expenses, licenses and taxes, business 
related insurances (liability and general), outside services 
(such as accounting and legal fees, payments to consultants 
and other individuals), postage and shipping, travel and 
entertainment, dues and subscriptions, and other miscellaneous 
office expenses.

 It is worth noting that many practice owners include 
their automobile as part of the practice, and, in most cases, 
all auto-related costs are removed from this category because 
it is a discretionary expense that represents an additional 
economic benefit to the owner doctor. For the 25 valuations 
we reviewed, the average business management expense is 
9.9% of net collections. The range in business management 
expenses for the practices analyzed is a low of 5.3% to a high 
of 22.7%.

 The last expense category is Occupancy Expense. 
This category includes the following five expense items: 
rent, utilities and telephone fees, janitorial costs, repairs 
and maintenance, and depreciation and amortization. It is 
important to note that if the orthodontic practice owner also 
owns the real estate, rent charged to the practice by the owner 

Group 4 - Marketing is a proven asset.
This group invests in marketing and expects a strong return 
on investment:

 • Marketing success is measurable by one key
 iiiiiiohoooi iiiiiiohoooiindicator, new case starts.
 • New case starts occur because marketing plans 
 iiiiiioiiiiiiiiiiiiiiihooo iiiiiioiiiiiiiiiiiiiiihooo were executed consistently over an extended 
       period of time by reliable people.
 • Execution was possible because there was a 
                well-thought-through, written plan evaluating the
           facts and conditions of the practice and setting
                   specifi c goals. 

 Marketing is much like orthodontics; random brackets 
and wires applied over short periods of time by well meaning 
people do not get the desired results. The same elements that 
bring results in marketing are the same that bring success in 
orthodontics:

 • Analyze your situation (market).
 • Plan a strategy to achieve the goals you want.
 • Execute those plans consistently and with quality.

 After examining the value of marketing, building the 
correct perspective of marketing and understanding Group 4 
positioning, hopefully these ideas have given you a different 
view of an important subject that resonates positive possibilities 
for your practice. Good marketing impacts decision making 
behaviors that increase new case starts; random acts of 
marketing do not work. Invest your dollars wisely and expect a 
solid return.  When marketing becomes a core system in your 
practice, just like sound accounting, you have more control over 
desired results.

 Our marketing/philosopher friend Confucius would 
end his marketing seminar with this question: “Is a person in 
a crowded room that never talks to anyone communicating?” 
The answer is yes. The message being communicated is “I am 
not interested in talking to anyone.” Be careful not to send the 
wrong message.

Continued from page 6

Gary Smith is a graduate of the University of North Carolina-Chapel 
Hill where he received a B.S. degree in Marketing. OrthoMarketing 
is a specialized marketing operations firm that provides turnkey 
marketing services for an orthodontic practice desiring to increase 
new case starts. OrthoMarketing is unique in that it not only plans 
but also executes all marketing requirements for its clients. For more 
information visit www.orthomarketing.com or contact Steve Howard at 
866.942.8440 or Steve@orthomarketing.com.

Breaking Down Your Practice Overhead
Continued from page 2

Practice Expenses Average
Staff Expense    22.8%
Orthodontic Supply Expense      9.6%
Business Management Expense      9.9%
Occupancy Expense      8.6%
Total Practice Expenses    50.9%
Practice Income    49.1%

doctor must be adjusted to reflect the fair market rental rate 
to properly recognize what a new owner would likely pay 
for the same office space. In addition, for valuation purposes, 
all depreciation and amortization is removed from practice 
expenses because they are non cash items. For the practices 
reviewed, the average occupancy expense was 8.6% of annual 
collections, ranging from a low of 4.4% to a high of 15.8%. 

 When asked the question, “What is your overhead?” 
most orthodontists most often reply, “Around 50%.” The 
analysis of the overhead data for the 25 practices reviewed 
reveals that an adjusted overhead of slightly more than 50% of 
net collections is the average, but it is simply that – an average. 
The overhead rates range from a low of 34.7% to a high of 
64.5%. The chart herein provides the four high-level expense 
categories of an orthodontic practice, with each category noted 
as a percentage of net collections. In the next two newsletters, 
we will discuss in greater detail the line item detail for each 
of these four categories and address common adjustments 
made to various items during the valuation process. We hope 
this data will help you examine and better understand your 
practice’s operating expenses and true overhead rate.

Chris Bentson is President of Bentson Clark. Chris is veteran in the 
field of orthodontics with an 18-year career in the industry. He can be 
reached via email at Chris@bentsonclark.com.
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Breaking Down Your Practice Overhead
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hile it is always important to examine the expense side of your practice, it is 
especially crucial in the present economic environment. In order to explore 
orthodontic practice overhead, this article is part one of a detailed three part 

examination. This article will analyze overheads from a high level and illustrate real 
overhead rates from 25 recent valuations, broken down into four categories: Staff 
Expense, Orthodontic Supply Expense, Business Management Expense and Occupancy 
Expense. The other two articles to follow in this series will analyze the individual expense 
line items in each category and the most common adjustments made to each. At the end of 
this article series, the provided sample income statement with average overhead expenses 
can be used to help manage your practice. 
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W
� Partnership
� Buy-In
� Desire to Relocate
� Sale of a Portion of Practice

AAO Annual Session - Booth # 624

Thinking about a Practice Valuation or Thinking about a Practice Valuation or 
Possible Transition?Possible Transition?

Valuation and transition issues are private and often sensitive matters to discuss. 
A quick five-minute conversation rarely does justice to any particular matter that 

needs to be discussed regarding these topics. For this reason we invite you to 
schedule a FREE 30-minute, face-to-face consultation during the 

108th AAO Annual Session in Denver!

� Practice Valuation
� Practice Transition
� Document Review
� Sale of Entire Practice

Schedule your FREE consultation by visiting 
our website or calling 800-621-4664 today! Practice Staff 

Expense

Orthodontic  
Supply

Expense

Business 
Management

Expense

Occupancy 
Expense

Total 
Practice 
Expense

1 26.3% 16.5% 6.4% 6.6% 55.8%
2 18.6% 8.2% 8.0% 8.8% 43.6%
3 24.7% 8.4% 11.0% 7.6% 51.7%
4 19.4% 13.8% 14.1% 7.0% 54.3%
5 29.8% 6.9% 9.3% 6.3% 52.3%
6 21.0% 12.8% 10.7% 7.2% 51.7%
7 19.2% 10.9% 9.1% 7.0% 46.2%
8 25.3% 9.8% 5.9% 14.6% 55.6%
9 22.0% 7.8% 8.5% 8.3% 46.6%
10 20.5% 9.9% 10.3% 4.7% 45.4%
11 21.3% 11.5% 5.8% 7.1% 45.7%
12 21.6% 7.1% 10.1% 9.1% 47.9%
13 20.7% 9.1% 9.4% 11.0% 50.2%
14 21.4% 6.6% 7.7% 4.4% 40.1%
15 16.1% 6.1% 6.6% 5.9% 34.7%
16 26.4% 10.8% 11.2% 15.5% 63.9%
17 27.4% 8.2% 10.3% 13.2% 59.1%
18 31.2% 8.8% 10.6% 8.4% 59.0%
19 22.6% 12.3% 6.6% 6.5% 48.0%
20 22.3% 9.5% 11.2% 10.0% 53.0%
21 15.0% 6.8% 22.7% 9.4% 53.9%
22 17.9% 14.0% 5.3% 7.2% 44.4%
23 26.0% 7.7% 7.8% 7.7% 49.2%
24 24.8% 10.7% 13.2% 15.8% 64.5%
25 24.7% 7.6% 12.2% 6.3% 50.8%

Average* 22.8% 9.6% 9.9%  8.6% 50.9%
*The average line represents the average of each statistic.


