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While this chapter appears in the opening section of Getting Down to Business, I intentionally deferred its writing until just before our press deadline.  If you have just acquired a new practice or, in fact, started one de novo, in a somewhat realistic sense, the die has been cast.  If you have practiced for ten to thirty years, you have gained experience with regard to the management of economic boom and recession.  And if you are a 60-year-old practitioner, you have weathered most economic conditions in between.  While most practices have not been dramatically impacted by the downturn of 2008-2009, all are cautious and exercising discretion with respect to all financial aspects of their practices.
However, if you are a third- or fourth-year student or a resident who is nearing the completion of a graduate program, a clear understanding of the current economic setting is critical.  The foundational decisions you make today will most certainly affect the balance of your practice career.  As you look ahead, you face concerns with regard to your practice options and personal risk tolerances as well as the size of student debt you have accumulated over the past eight years.  If you are married and, perhaps, have begun a family, the challenges seem almost more daunting.  Many recent graduates are looking ahead to their second-step career options, including perhaps the acquisition of a private practice, entering into a partnership agreement, or even borrowing $500,000 or more to begin a new practice.  While recent or soon-to-be graduates may have enhanced their operating hand speed and developed certain case presentation skills, the angst of the next chapter in their dental career can be extreme.  For this reason, I felt that the currency of this chapter was most critical to the young person just embarking on the first chapter of their career.
Impact of Economy

The writing of this book began during the height of one of the longest cycles of economic growth since World War II.  And yet, while only a few of the best and the brightest of economists elected to take heed, there were storm clouds on the horizon.  Wars in both Iraq and Afghanistan were driving the need for greater and greater amounts of deficit spending.  Speculation, in terms of Wall Street corporate debt and equity, seemed to be without bridle.  New commercial, retail, and residential construction seemed never to be able to fulfill an insatiable appetite from consumers and investors alike.  Both within the United States and abroad, the extension of credit to finance these projects sometimes seemed like a feeding frenzy.  And, contrary to classical economic theory, there did not seem to be any reason for Washington to run economic surpluses in order to pay off federal debt in preparation for the next dip in the business cycle, which was as certain to come as night follows day.  Instead, we only saw a call for a decrease in federal income taxes and a call for new entitlement programs that would only exacerbate the size of the annual government deficit.  It was as if prosperity would never slow, and the bubble would never burst.  Then suddenly, there was the sobering recognition that “Shift happens!”

When adjustable-rate mortgages began to ratchet upward and defaults were followed by foreclosures during the fall of 2008, the worldwide credit market went into disarray, and global economic recession was underway.  As of this writing, the U.S. stock market has collapsed by 50 percent in less than five months.  Both houses of Congress have passed the largest federal economic stimulus plan in history, and it was signed by newly elected President Barack Obama.  Widespread holding of “toxic assets”—mortgage-backed securities with little or no value—has led to discussion of nationalizing U.S. banks.  In his State of the Union address on February 24, 2009, President Obama attempted to engender hope in the hearts of the American people by declaring, “We will recover!”  According to the best estimates, however, it appears that recovery will not begin until late 2009 or even 2010.
Questions about one’s core values as well as psychological makeup are just as relevant now as they always have been, but perhaps the answers have become more critical in light of seemingly heightened economic risk.  Practice options open to students approaching graduation as well as to recently graduated dentists remain virtually the same.  However, careful evaluation of the risks and rewards of each alternative is more critical and significant.  For example, excessive student debt combined with a minimal cash flow cushion may be important justification for choosing a rural practice acquisition or electing to remain in an employee status.
Given the sometimes calamitous impact financial restructuring has on a young family, extensive discussion with one’s spouse in regard to risks and rewards may be more imperative.  And a clear understanding of the amount of pent-up demand stemming from a decade of “surviving” as a student is certainly more essential than in the boom years prior to 2008.  If you feel that the “restoration” of necessities deferred while in school is critical to your marriage relationship, this may be another reason to decide that an associateship with a “quasi-guaranteed” salary is important.  While I will mention it again, I believe that enrollment and participation of both spouses in a program such as Dave Ramsey’s Financial Peace University should be a requirement for having children and, certainly, for practice ownership.  As one young dentist told me, Financial Peace University was the best premarital counseling I ever had.  At the least, consider the book You’re So Money: Live Rich, Even When You’re Not by Farnoosh Torabi.
With these caveats in mind, we should discuss some basic questions for the purpose of delineating the ideal practice option or options for the young professional dentist.  Indeed, after two and a half decades of life, one should probably know oneself with some degree of accuracy.  However, it is my experience that too often young graduates are more influenced by peer opinion and expectation than by hard-nosed business rationale.  In fact, too often it is as if he or she is saying, “Don’t confuse me with the facts, I have already made up my mind.”
In analyzing the introspective questions to follow later in this chapter, I encourage you to set aside some unfettered time to consult with your spouse or significant other.  If you are single and have not found the person with whom you are going to spend the next fifty to seventy years, seek out your closest friend, preferably female.  You will be asking this person questions about yourself, and clearly, you want answers that are both candid and insightful.  Men, discussions with your wife, or a good female friend if you’re not married, are most critical.  I still believe that God endowed women with a unique attribute called intuition.  I know that when I fail to listen to my wife’s intuition, I am always sorry.  She may not always be able to cite the reasons for her conclusion, but she is almost always right.  Again, men, ask the important questions, and listen to the woman’s advice!
Employee or Entrepreneur

The most basic questions relate to whether or not God “wired” you to be a practice owner or an associate/employee.  My younger brother studied micropaleontology at the Colorado School of Mines and worked for large and midsize oil companies for twenty-five years.  He then switched careers and obtained a second degree in computer science.  He worked for a homebuilder for ten years and had hoped to retire after working for a major national bank.  He was recently part of a workforce reduction as a result of the current banking crisis and is looking for a new corporate position.  I, on the other hand, have been in business for myself since leaving the corporate structure of IBM, having been hired by them immediately upon graduation from the University of Southern California.  Each of us has suffered different business trials and rewards.  However, neither of us has had disrespect for the other because one of us chose the corporate world and the other chose the life of an entrepreneur.
After more than two decades of involvement with the dental industry, I have observed that this is not true among dentists.  I have a great deal of respect for organized dentistry but have, at times, been critical that the private practice owner has somehow been held in higher regard than the dentist who elects to be an associate in a corporate or clinic setting.  As I will stress in later chapters, to be a successful practice owner, one must not only be a good dental practitioner, but must also be an effective Chief Executive Officer, Chief Financial Officer, and Vice President of Human Resources.  Time and time again, doctors have told me, “I love the dentistry!  It’s the business part that I hate!”  In fact, as practice profit margins have eroded since the early 1980s, there has been a marked increase in the purchase of dental practices by corporate management companies.  These practitioners no longer desired to manage their dental practice but preferred to focus on quality patient care.
The stress of long-term strategic planning, the commitment of substantial dollars to marketing, the monitoring of practice expenses, e.g., laboratory and dental supplies, as well as coping with salary burden pressures and human resources can be overwhelming.  And while an office manager earning a significant salary can reduce the doctor’s time spent on these responsibilities, the reality is that a practice owner cannot remove his or her hands from the “financial throttles” of the practice.  The consequence would be disastrous.
It has been my experience that practice profit margin has little to do with the effectiveness and quality of patient treatment and everything to do with the success of the dentist as a business manager.  Furthermore, practice owners have no one in the practice with whom they can share the management concerns that worry them.  Sometimes a peer study group can be invaluable.  But unlike women, we men find it more difficult, if not almost impossible, to be vulnerable and transparent with others.  Thus, in most cases, a private practice owner takes their problems home to his or her spouse.
Unfortunately, I have transitioned the practice of more than one dentist who has tried to mask the problems of practice ownership with nitrous oxide, which has oftentimes led to more serious addictions.  And far too frequently, sharing of practice challenges with a hygienist or dental assistant has culminated in marital infidelity and, ultimately, divorce.  While the statistics on suicide within the dental profession are well-known and the causes are varied, inappropriate capital expenditures leading to the accumulation of excessive debt compounded by low profit margins have certainly been contributing factors.  I know that these words are hard to read, just as they have been difficult to write.  At the same time, I encourage you and your spouse to consider the cost—financial, interpersonal, and lifestyle—as you map out the plan for your professional future.
There is a concept in economics referred to as the “marginal utilitarian value of money.”  Translated, this means that there is less utility value or “satisfaction” in the second $100,000 of income as compared to the first $100,000 of income.  There is even less benefit from the third $100,000 of annual earnings.
Children are born, and suddenly they are graduating from high school.  Maintaining relationships requires time and just “hanging out.”  James Dobson refers to the statement “I don’t spend quantity time with my kids; I spend quality time with them” as a five-finger gag.  Among the many dentists I have met, none has ever told me that they wished they had spent more time at the office.  Unfortunately, there are far too many practitioners who have stated forlornly that they have never taken off more than one week for vacation and that was to a dental convention.  On the other hand, dentists who work for someone else and have three weeks for vacation and little management responsibility can enjoy far more family time.  And their consistent employment income and contributory company profit sharing plan can turn into an earlier as well as a more long-lived retirement.  Again, my purpose is not to diminish the joy and satisfaction of the benefits of private practice ownership.  Rather, I am trying to encourage you and your spouse to sit down and carefully “count the cost.”
Identifying Your Options

As you begin to assess practice options, keep in mind that your first position is just that: your first position.  It is not necessarily where you will spend your entire dental career.  You might serve two very different associateships to learn different skills, e.g., endodontics and orthodontics.  In other words, you don’t have to be concerned that the first position you choose must also be your last position.
Below you will find some questions to assist you in identifying a specific initial or subsequent career direction.  They are designed to help you determine the type of dental career that would complement the lifestyle you want to achieve for you and your family.  Remember: these are questions about you that your spouse or “significant other” will answer.  I have found them to be very helpful to clients involved in the decision-making process.
· In my undergraduate studies, did I ever consider—or if given the time, would I ever have considered—taking any business classes, e.g., accounting, marketing, computer science, business organization, etc.?

· Do I read Dental Economics, The Wall Street Journal, etc.?

· Do you see me as the strategic planner capable of developing one-year, five-year, and ten-year practice and personal plans?

· Do you see me as a leader capable of influencing and inspiring people?

· Do you regard me as someone who inspires trust in other people, i.e., patients and staff members?

· Even if all of the facts are not known, am I decisive, or do I ruminate about decisions and their alternatives until the decision has, in effect, been made for me?

· Do major problems cause me to lose sleep, or can I effectively leave the problem in my study?

· Do I hold myself accountable to specific objectives?
· Can I hold others accountable for practice objectives in a loving and supportive manner, or am I considered to be non-confrontational in relationships?
· Do I respond to the urgent or to the important?
· Do I procrastinate in regard to either making a decision or completing critical tasks?  Am I defensive when confronted with my procrastination?

· Do I make lists, prioritize each task, and diligently attempt to balance my life such that the important jobs are completed?

· Do I have a tendency to mask my problems with the excessive or habitual use of alcohol or other substance?  Is alcohol abuse prevalent in my family?

· Do I take out my problems on family members, or do I constructively set the problems aside such that I can enjoy my family?

· Have I ever sold anything on a commission basis, e.g., clothing, books, etc.?  In that role, did I seem like a “fish out of water”?
· Do you think that I could invest significant sums of money to advertise my practice, even if the results of the advertising were uncertain?

· Do I carefully listen and respond to other people’s thoughts and ideas, or do I tend to dominate conversations in a controlling manner?

· Have I ever taken a class in public speaking that would help me to be more comfortable in front of a group of people, i.e., in a staff meeting?

· Do you think I would be comfortable completing a face-to-face performance review with a staff member or am I basically non-confrontational?

· Am I vulnerable to critical comments from you or a third party or do I become defensive?

· When you see me in a group setting, do I accept a leadership role, and if so, am I effective in delegating specific tasks to others?

· Do I balance my checkbook and maintain a personal budget to ensure a consistent amount of monthly savings, or do I merely monitor the account balance on-line?

· Do I pay my credit card balances off every month, or do I merely pay the minimum payment required?

· Do I see debt as an encumbrance required to realize future plans, or do I consider it as a way of life?

· How would you measure my level of self-confidence?

· How do I handle stress?  In a high-tension situation requiring decision making, do I critically determine the “whys” and “why nots,” or does the problem become a mountain that I cannot see over, under, or around?

· Do you consider me to be risk-oriented?  Have I invested wisely for the future, or do I gamble on lottery tickets as an answer to my financial concerns?
· Am I a competitor?  Did I participate in high school athletics?  Can you envision me now competing in a pick-up basketball game or being part of a church volleyball team?
· Am I now taking, or have I ever been prescribed, blood pressure or cholesterol medications?

· Am I self-disciplined, or do I tend to make impulsive decisions?

· Do I establish specific goals and objectives?  If so, do I manage my time well in terms of meeting those goals and objective?

· Would you consider me a perfectionist?  Do I use perfectionism as an excuse for not meeting goals and objectives?  Do you think that I would reduce my “quality” objective, or am I flexible enough to adjust my systems to meet both quality and goal objectives?

· Do I consider “sell” a four-letter word?

· Am I comfortable around strangers?  Would I be able to integrate into the community in which we choose to locate in order to generate new patients, e.g., serve as a Rotary officer, coach a basketball or soccer team, volunteer as chairman of a church committee, etc.?

· How flexible am I?  Can I handle the certainty of change, even when “shift happens” unexpectedly, or do I become, to a certain extent, incapacitated?

· On a scale of one to ten, how important is income to me?

· How important is spending time with my family?  Did my parents not spend significant time with me?  If so, do I still find forgiveness difficult in terms of their pre-occupation with what they felt were higher priorities, e.g., career, friends, and each other?

· Do career or personal issues affect the intimacy of our relationship?

· How important is quality of life to me?  Do you think I live to work or work to live?

· Do you think I would be more effective practicing alone or collaboratively in a group or clinic setting?

· Am I too controlling to be in a partnership and must, instead, be the boss?

· Do you think that I have the personal characteristics required to be a good partner? Am I transparent?  Am I vulnerable?  Will I be willing to “stay in the room” until a unanimous decision is made, or will I become autocratic, especially if I hold a majority interest in the practice?
· Could I sell a 50 percent interest in a practice, or would I never sell more than 49 percent so that I could maintain control?

· Do you think I would be effective working with women?  If you are male, ask your wife if she would be comfortable with your working in close relationship with other women, especially a female “business partner.”  If you are female, ask your husband if he would be comfortable with your working with a male “business partner.”
· Given the reduction in competitive pressures, do you think I would be comfortable practicing in a small community or a rural environment?  Ask your spouse if he or she would be comfortable living in a small community or a rural environment.
· Is our marital relationship strong enough to endure the financial pressures of private practice?

· If substantial debt is required to purchase a practice or start one, can we both handle the burden of significant monthly payments, e.g., $7,000 per month or more?

· How long could you see me working in a mentor relationship under another dentist who was senior to me in age?

· At what age would you like for me to retire and at what income level?  How much should we save per year to accomplish that objective?  Do we have the discipline to meet that goal no matter what may arise as an alternative distraction, e.g., new house, lake house, vacation, etc.?  Again, could we hold each other accountable to meet our financial goals and objectives?

· Am I vulnerable enough to share completely with you the financial and personnel challenges at the office?  Do you think that I would hide large financial decisions from you because I thought you would not agree with them, would tell me to wait, ask tough questions, or ask me to consider alternatives?

Second Stage Options
Before turning to the specific advantages and disadvantages of different practice modalities, let us briefly touch on what we have referred to as second-stage or second-step options.  To be sure, practices have grown significantly larger over recent years.  Few new facilities have been built with less than five to six treatment rooms.  Many dentists are practicing in partnership form, most specifically in the specialty practices.  In many cases, banks are uncomfortable lending to recent graduates, especially those with a significant amount of student debt.  And while they are more at ease lending to married doctors with families, the financial stress of substantially more required monthly income acts as a negative factor until the doctor has proven that he or she can maintain above-average production levels.  There are enough challenges in the early years of marriage without compounding the stresses on a new relationship with the pressures of owning and operating a dental practice.  Financial pressures exacerbate the challenges of even the most stable of marital unions.
Except for those practices with high emphases on cosmetic and elective procedures, dentistry has remained a healthy business even into the spring of 2009.  Approximately the same number of dentists is graduating from dental school as was graduating twenty years ago.  However, over 50 percent are female, and since many are also operating as family CEOs, they are practicing dentistry approximately 60 percent of what is considered full-time.  With an ever-growing population, the number of available dentist-hours per patient has continued to decline except in states such as California and Arizona, where there continues to be a higher demand for practice opportunities relative to the supply available.  I have encountered a significant number of dentists from California and other Western states who are electing to move to more “profitable” regions of the country, e.g., Texas.
I can almost guarantee that everyone obtaining a dental license will find a practicing position relatively soon after graduation.  They may not want to maintain that position for the entirety of their practice career, but positions are available most significantly in the clinic or group practice setting.  And if one is willing to accept a lower compensation level in the near term, there are available private practice opportunities for young dentists who want to practice with a mentor for two to ten years and then purchase that practice in its entirety.

Although this caution will be emphasized in a later chapter, when a buy-in or buyout opportunity is contemplated, i.e., an “end-in-mind” relationship, it is absolutely critical that the associate agreement contains specific provisions.  In broad form, these can be identified as (1) the terms of eventual practice interest acquisition and rights of first refusal and (2) the critical provisions for how the individuals will function in partnership form, especially in relationship to the division of practice income and the allocation of expenses.  It is almost axiomatic that outside consulting advice be sought such that all relevant questions are being asked and subsequently answered.  In selecting an outside consultant, be sure to examine the individual’s experience in the formation of partnerships as opposed to a preoccupation with practice brokerage.  Always ask for numerous references and be sure to follow up with these prior clients.  Consultant compensation should be hourly and not on a commission basis.  These fees should be divided equally between both junior and senior doctor to ensure objectivity from the practice consultant.  Parenthetically and without being disparaging towards members of the legal profession, few attorneys have had sufficient experience to accomplish a win-win relationship for both parties, and they will usually face a significant challenge if trying to provide dual representation.

Finally, be sure to utilize the services of an accredited individual, e.g., by the American Society of Appraisers, to obtain the practice appraisal, a copy of which sets the foundation for your future buy-in/buyout.  This should be attached as an exhibit to your associate agreement.  Most certainly, legal counsel should be sought for final document review and accounting oversight engaged for purposes of completing financial “due diligence.”  If you are uncomfortable in the chart auditing of the “due diligence,” ask your consultant for a referral to someone who can assist you in this critical analysis as well.
It is critical that you be patient in your first-stage practice in order to optimize the gains that can be obtained in such a position.  Ideally, you should plan to remain in your position for at least two years so that you do not inhibit your marketability for a new opportunity.  Remember that competence is confidence!  When you can look your banker or potential new employer in the eye and categorically state that, given a sufficient patient flow, you can easily obtain $50,000 of monthly production and pay your loan, you have maximized your “internship.”  If the owner is willing to “share” responsibilities, experience gained in practice management is also a plus.  In addition to your self-assurance in operative and management skills, you will hopefully also have formulated a plan for substantial debt reduction.  To be sure, the absence of credit card debt and evidence of consistent payments on student debt enhances your credit score and your credibility with financial institutions.

Financial Discipline

I am well aware of the pent-up need to spend felt by individuals who have seriously limited their standard of living during the previous eight- to ten-year period of formal education, including dental school.  Monthly collections of $50,000 will generate a monthly income between $12,500 and $15,000, depending upon the practice.  While the credit crunch of 2009 may mitigate your capacity to acquire one or two new automobiles or even a house that you can “grow into,” the young dentist should be very careful not to limit his or her later practice options by being short-sighted with respect to the experience to be gained from the first practice encounter.
For example, I met with a dentist several years ago who had been out of dental school for four years and who, over the same period, had accumulated credit card debt in excess of $100,000.  In explaining the situation, he told me that his wife had become pregnant unexpectedly and that it was a difficult pregnancy.  Although she had to resign from a very well-paying job, they had decided to proceed with the purchase of a new house.  Then, they seriously underestimated the cost of landscaping and home furnishings.  He stated emphatically that he needed to buy a practice because his current associateship was not paying him at a level that would support their new standard of living.  Unfortunately, I had to explain that by incurring approximately $25,000 of credit card debt per year during the past four years, he was telling a potential banker that he was exceeding his annual income by the same amount.  If he could not manage his personal budget, how could he possibly be expected to manage a practice budget?  His credit score clearly revealed that purchasing a practice was not possible.

As a contrasting example, let me tell the story of Dr. Wesley Hutchins of Brownwood, Texas.  Immediately upon graduating from dental school, Wes married his childhood sweetheart and was commissioned as an officer in the United States Air Force.  Not only did he begin to retire debt and gain operative confidence, his wife gave birth to their first son, all expenses paid.  One year before separation from the Air Force, he began to examine various practice alternatives in and around the area where he and his wife had decided to live.  Further, he moonlighted in a Medicaid clinic in order to accumulate extra funds for his transition to private practice.  Upon separation from the service, he entered into a well-defined associate agreement with a predetermined buyout option at the end of one year.  The retiring doctor remained on a part-time basis for three years after the buyout was completed.  In those four years, Dr. Hutchins doubled the size of the practice.  He will tell anyone who will listen, “After my Lord and my wife, entering the United States Air Force was the best decision I ever made.”
Essential Considerations

While there are some wonderful stories of marriages that evolved from childhood relationships, did not most of us date several individuals before selecting a life-long mate?  I use that analogy to emphasize that practicing in one or more associateships will help you develop the criteria for what you want in your own practice.  There are many practice modalities, and you must find the one that fits you and your specific philosophy of patient treatment delivery.  While you may have visited several practices in dental school, your standards will be much more precise subsequent to your working on a day-to-day basis in a real practice environment.
Another aspect of the practice associateship is that you will be positioned to observe different management styles and gain insight with respect to the critical nature of the CEO, CFO, and VP of HR tasks that are so critical to a successful practice.  You may decide that God did not wire you for these management roles and that you would be far happier in a permanent associate-employee relationship.  You may recognize that, while handling HR duties is an aptitude in which you are gifted, you should find a partner who can execute the CEO and CFO responsibilities.  One option for the second step of your career path may be the acquisition of a partnership interest.  A less stressful option might be finding a mentor with whom you can practice for three to five years.  During that time, you can recruit an individual who can assume the roles that you find uncomfortable subsequent to the senior partner’s retirement.
 While it may sound like I’m preaching, I urge you to recognize that marriage is a lifetime commitment that has priority over your career.  As one who has been married to a fabulous woman for almost thirty-five years, I am always saddened when a young couple announces that they are getting a divorce only a few years after their covenant commitments were formalized in a marriage ceremony.  I have discussed the importance of a firm financial foundation, but what is even more critical is a firm marriage foundation.
The management of a dental practice requires effort and attention far beyond the eight-to-five daily schedule when patients are normally seen.  For the most part, all of the CEO, CFO, and VP of HR functions are handled after hours.  In large part, this is time away from your spouse and family.  And while there may be more family income, dental school study time will have been replaced by practice management time.  Depending upon how long you have been married and the strength of your marriage relationship, please consider working in a five-day, eight-to-five associateship for two to three years before embarking on private practice.  And once again, men, please also ask your wife about her opinion.  Then, listen!

Advantages and Disadvantages

Below, you will find an outline of what I believe to be the advantages and disadvantages of each practice option available to the new dental school graduate along with some additional observations with respect to each alternative.

A.
ASSOCIATESHIP



1.
Advantages

· Practice in line with your philosophy

· Lower pressure

· Possibilities of a mentor relationship

· Non-operative skill development (e.g., management)

· Satisfaction  (This depends on your patience.)


2.
Disadvantages

· Less than optimum monthly income

· Reduced opportunity to reduce debt or increase savings

· Frustration if there is no possibility for an equity position

· Unpredictability regarding the future



3.
Insist on a contract.
· Be cautious of the Independent Contractor versus the Employee relationship.
· Insist on clarification of how your practice income will be derived, e.g., new and existing patient flow.

· Be willing to ask about the financial situation of the senior doctor.  He should ask for your financial statement and you should ask for his.
· If the senior doctor mentions buy-in, specify timeline, price, terms, and partnership provisions.
· Get it in writing!  No contract will hold two parties together, but at least you will be asking all of the right questions and hopefully codifying answers.

B.
CLINIC



1.
Advantages

· Increased hand speed

· Gained experience

· Income higher than in a private practice associateship

· Pay off debt and accumulate capital

· Low responsibility for staff, supplies, etc.

· Five-day, 8-to-5 practice schedule and “home for dinner”
· Low risk



2.
Disadvantages

· Stress to produce can be high

· Clinical philosophy = possible ethical challenges

· Possibility of low freedom in treatment alternatives
· No capital appreciation (similar to renting vs. buying)


3.
Be careful of your contract!

· Covenant Not to Compete

· Percentage of Production

· Understand the fee schedule in terms of how you will be paid.

· What about fringe benefits?

· Penalties for early termination

· Stock options?  Ownership?


C.
MILITARY 


1.
Advantages

· Stability

· Income to retire debt or accumulate capital

· Low pressure

· Travel

· Continued Education, e.g., Graduate Practice Residency, specialty, etc.
· Benefits

· Strong variety of experience

· Mentor relationship with senior officers
· Better match of practice philosophy than with a clinic environment as a result of a commitment to “deployable fitness” and financial capability


2.
Disadvantages

· No capital appreciation

· Little applicable management experience

· Not usually forced to learn or exhibit high hand speed

· Little or no autonomy

· No build-up of patient base relationships

· Frequent relocation and possible deployment

· Possible loss of skills due to age and dental I.Q. of patients
.



3.
Consider this alternative early in your dental school career.
· Scholarships available

· Probable signing bonuses at commissioning

· Low marriage stress even if short-term deployment is required

· After separation from military service, few feel this “first step” was a waste of time.

D.
PARTNERSHIP



1.
Advantages

· Mentor relationship

· Stability

· Appreciation (assuming buy-in of partnership interest)

· Lower stress

· Smaller loan commitment than for practice acquisition

· More family time

· Substantially lower risk



2.
Disadvantages

· Less autonomy

· Concern about predictability of senior partner
· Conflict for space if insufficient number of treatment rooms

· Probable joint and severable debt liability if new practice facility is required



3.
The Partnership agreement is most critical!
· Is it a “living” document to absorb inevitable change?

· Must allocate practice revenue and equally attribute expenses

· Must include equitable hygiene attribution

· Clarify how new and existing patients will be allocated.
· Stock vs. Asset acquisition.  Stock purchase is very expensive.
· Have you “broken bread” with the doctor’s spouse?

· Must cover the 4 D’s—Death, disability, divorce, and division.


E.
PURCHASE



1.
Advantages

· No income limit

· Freedom and control with significant responsibility

· Opportunity to do it “your way”
· Practice according to your philosophy

· Immediate forced growth curve

· Known operating history

· Capital appreciation – You have 100 percent of the upside.
· Rewards of success



2.
Disadvantages

· Cost = significant debt including working capital

· Financial pressure

· High stress due to inexperience in management, lower hand speed, risk of failure, and lack of mentor relationship
3.
Seek out an advisor who understands dentistry and can advise you as a purchaser representative.

· Obtain another practice appraisal from a qualified appraiser, e.g., ASA, IBA, etc.

· Develop a business plan and run a realistic pro forma.
· Don’t pay for futures, i.e., what the selling doctor could produce if he did not refer out specialty cases or practice additional hours.
· Be careful of limited or declining new patient flow, which translates into practice atrophy.
· Remember that the seller cannot sell the “tree” and hold on to the “fruit.”  Inside limiters are a must.
· When the closing hammer comes down, the practice is yours.

F.
DE NOVO PRACTICE, a.k.a., STARTING FROM SCRATCH



1.
Advantages

· Highest reward for capital appreciation

· Opportunity to select your office location

· Opportunity to determine an office design if you have the capital

· Total control

· Pride and feeling of accomplishment



2.
Disadvantages

· Higher risk due to lack of practice operating history

· Instability with regard to patient revenue flow 

· Significant debt including working capital until break-even

· Absence of mentor – It is critical to be “adopted” by someone that you trust.
· Higher stress due to lack of experience, critical necessity of high new patient flow, limited management experience, and probability that you will need to “moonlight”
· Lowest near-term compensation level
· Highest responsibility required


3.
Be prepared to market, to strategically plan, and to be decisive.
· Develop pro-forma based on estimated new patients and fees.
· Determine where those new patients will come from.
· Consider contracted care to ensure monthly cash flow, even if it conflicts with your long-term philosophy.
