
[image: Cover: Managing a Dental Practice: The Genghis Khan Way: Edition 2, written by Michael R. Young, published by C R C Press, Taylor and Francis Group]


Managing a Dental Practice

THE GENGHIS KHAN WAY

Second Edition




Managing a Dental Practice

THE GENGHIS KHAN WAY

Second Edition

Michael R. Young, BA BDS MSc

[image: Logo: Published by C R C Press, Taylor and Francis Group, Boca Raton, London, New York; C R C Press is an imprint of Taylor and Francis Group, an informa business]



CRC Press

Taylor & Francis Group

6000 Broken Sound Parkway NW, Suite 300

Boca Raton, FL 33487-2742

© 2016 by Michael R. Young

CRC Press is an imprint of Taylor & Francis Group, an Informa business

No claim to original U.S. Government works

International Standard Book Number-13: 978-1-910227-66-4 (Paperback)

This book contains information obtained from authentic and highly regarded sources. While all reasonable efforts have been made to publish reliable data and information, neither the author[s] nor the publisher can accept any legal responsibility or liability for any errors or omissions that may be made. The publishers wish to make clear that any views or opinions expressed in this book by individual editors, authors or contributors are personal to them and do not necessarily reflect the views/opinions of the publishers. The information or guidance contained in this book is intended for use by medical, scientific or health-care professionals and is provided strictly as a supplement to the medical or other professional’s own judgement, their knowledge of the patient’s medical history, relevant manufacturer’s instructions and the appropriate best practice guidelines. Because of the rapid advances in medical science, any information or advice on dosages, procedures or diagnoses should be independently verified. The reader is strongly urged to consult the relevant national drug formulary and the drug companies’ and device or material manufacturers’ printed instructions, and their websites, before administering or utilizing any of the drugs, devices or materials mentioned in this book. This book does not indicate whether a particular treatment is appropriate or suitable for a particular individual. Ultimately it is the sole responsibility of the medical professional to make his or her own professional judgements, so as to advise and treat patients appropriately. The authors and publishers have also attempted to trace the copyright holders of all material reproduced in this publication and apologize to copyright holders if permission to publish in this form has not been obtained. If any copyright material has not been acknowledged please write and let us know so we may rectify in any future reprint.

Except as permitted under U.S. Copyright Law, no part of this book may be reprinted, reproduced, transmitted, or utilized in any form by any electronic, mechanical, or other means, now known or hereafter invented, including photocopying, microfilming, and recording, or in any information storage or retrieval system, without written permission from the publishers.

For permission to photocopy or use material electronically from this work, please access www.copyright.com (http://www.copyright.com/) or contact the Copyright Clearance Center, Inc. (CCC), 222 Rosewood Drive, Danvers, MA 01923, 978-750-8400. CCC is a not-for-profit organization that provides licenses and registration for a variety of users. For organizations that have been granted a photocopy license by the CCC, a separate system of payment has been arranged.

Trademark Notice: Product or corporate names may be trademarks or registered trademarks, and are used only for identification and explanation without intent to infringe.



Library of Congress Cataloging-in-Publication Data

Names: Young, Michael R. (Michael Robert), 1953-, author.

Title: Managing a dental practice the Genghis Khan way / Michael R. Young. Description: Second edition. | Boca Raton : CRC Press/Taylor & Francis, 2016. | Includes index.

Identifiers: LCCN 2016003386 | ISBN 9781910227664 (alk. paper)

Subjects: | MESH: Practice Management, Dental

Classification: LCC RK58 | NLM WU 77 | DDC 617.60068--dc23

LC record available at http://lccn.loc.gov/2016003386


Visit the Taylor & Francis Web site at

http://www.taylorandfrancis.com

and the CRC Press Web site at

http://www.crcpress.com




Contents


	Foreword

	Preface

	About this book

	Acknowledgements

	Section I Preparation

	Chapter 1 Preparation

	Section II Purchase

	Chapter 2 Do you really want to own a practice?

	Chapter 3 The process of buying an existing practice

	Chapter 4 Incorporation

	Chapter 5 Staying where you are: buying (into) the practice in which you currently work

	Chapter 6 Setting up from scratch

	Chapter 7 How can I find out what being my own boss will be like?

	Section III People

	Chapter 8 Developing the core values of your practice

	Chapter 9 Managing patients

	Chapter 10 Managing employees

	Chapter 11 The practice manager

	Section IV Planning

	Chapter 12 Business planning

	Chapter 13 Strategic planning

	Chapter 14 Financial planning

	Chapter 15 Marketing planning

	Chapter 16 Do more better

	Section V Policies and procedures

	Chapter 17 Policies

	Chapter 18 Procedures

	Chapter 19 Compliance

	Chapter 20 Managing the Care Quality Commission

	Chapter 21 Managing change

	Chapter 22 Succession planning: your exit strategy

	Chapter 23 A final thought

	Index






For Linda, my Muse.




Foreword

I would recommend this book to everyone working in dental practice, and more importantly tell them to keep it handy as it is a great revision tool. Little gems of advice pop out at you just when you need them and the book also has the ability to make you think beyond the obvious and to consider other items and issues you could work on to improve your business.

I found the second edition of Managing a Dental Practice the Genghis Khan Way a great revision tool and an aid to my own development and understanding of the complexities of managing a practice in the 21st century. The book has been a pleasure to read and along the way it has helped me update my own management skills, before then putting Mike’s useful tips to work in my own practice.

This book is a well put together step-by-step guide for all levels of manager. For the more competent or experienced manager it is a reference tool, a checklist against which to benchmark your own personal development plan, as well as being a superb aide-mémoire. The busy manager will have no difficulty finding exactly what they want as the book is very reader-friendly, and every topic is presented in a straightforward manner that is so easy to find.

As a new manager or leader the book will be very easy to read and understand. There are step- by-step action plans for you to follow, with great advice on what to do and what not to do, as well as highlighting some of the pitfalls.

This brilliant book is comprehensive and covers all aspects of management that you could possibly need in your day-to-day role. It also helps you see, experience and learn from just about every situation you might come across in your practice.

The book has reminded me how important it is to review your actions, and that we all need to constantly learn and improve within our job if we are going to help our business grow and develop.

It is great that Mike has ‘learned the hard way’ on our behalf and been able to share his experience and knowledge with us. Thank you Mike for the advice you have offered in this wonderful book.

Niki Boersma

President

Association of Dental Administrators and Managers (ADAM)

October 2015




Preface

This book is for anyone who either owns or aspires to own a practice, and for everyone involved in managing a dental practice. Its aim is to show you how to turn your practice into a successful business. It is a ‘How to.. book for survival in the business of dentistry. Among other things it will show you the importance of teamwork and communication, of staying close to your patients, keeping ahead of the pack, and of continuous prudent financial management.

I have not set out to show you how much I know, but rather to make you think more about what you are doing, and perhaps help you come up with innovative ways of doing things that are more suited to your circumstances. The book is intended to provide you with a toolkit of concepts, ideas and methods relevant to understanding how to successfully manage a dental practice. It will develop your knowledge and hopefully act as a springboard for further exploration and study of the all-pervading world of management.

No two practices are ever the same: they are infinitely variable and invariably complex organisations in which people interact, and in which the simultaneous processes of delivering dental care and managing a business coexist. The best anyone writing about managing such a complex organisation can hope for is that they make the reader think, and this is why I have scattered a number of ‘Hold this thought’ suggestions throughout the text, which are all designed to make you think that little bit harder about what you have just read. In some places, some of the topics are only discussed in outline; this is deliberate because they are meant to stimulate your thinking, hopefully in a new direction.

What are the differences between this edition and the one published in 2010? All of the original book has been revised and updated. There is a new section on buying and setting up a practice, as well as much more about managing patients and employees. Included in managing employees you will find information about leadership, working with other clinicians, and more about team building. I have in places rearranged some material, and overall I have expanded parts of the book.

You will not be surprised to know that the section on policies and procedures now includes a chapter on how to manage the Care Quality Commission, a body that had only just come into existence at the time I was writing the first edition, but which is now a very big and very important part of practice management. I thought it unnecessary to include yet another lengthy text on what the Care Quality Commission does or with what dental practices have to comply. I have therefore kept this side of the discussion to a minimum and have instead focused on how practices can comply, which seemed to me to be more important than why.

All in all, I believe the second edition is a much broader and more up-to-date version of the first.

The book is set out in five main sections: Preparation; Purchase; People; Planning; Policies and Procedures. I have retained ‘A final thought’.

The parallel aims of a dental practice are the delivery of excellent patient care (which can only be delivered if you have well-trained and highly motivated employees) and the maximisation of income and profit. Sound management of all of the resources of the practice is essential. Unfortunately, very few practice owners take the time to step back and analyse what is really happening to their business. The day-to-day short-term problems of running the practice almost inevitably take priority over medium- and longer-term business planning.

Why Genghis Khan? Well, Genghis Khan was the leader of the Mongols in the late twelfth and early thirteenth centuries. His military strategies included gathering good intelligence and understanding the motivation of his rivals. He was quick to learn and to adopt new technologies and ideas. Legend has it that he was always to the forefront in battle. His ambition was to expand the Mongol Empire and to conquer the world. He united people: he improved communication within his empire through the introduction of a single writing system and, by bringing the Silk Route under the control of one political system, he helped foster communication between Asian and European cultures. Although the West thinks of him in negative terms, he is one of history’s more charismatic and dynamic leaders.

Whichever way you look at it, you will need all of Genghis Khan’s tenacity if you are going to make a success of being a dentist and a business owner.

Managing a dental practice, or when it comes to it, any business, is not about being a dictator: you sometimes have to be gentle, while at other times you will have to be severe and firm. You have to run your practice like an iron fist inside a velvet glove. This is why my advice might at times seem contradictory, in one place suggesting that you have to be ruthless, and at other times telling you to be more empathetic. As in life, business is never black and white; there are always grey areas.

Making a success of managing a dental practice demands clear vision, broad business knowledge and an understanding of a rapidly changing world. It also requires a mastery of your tools and techniques. Above all, it demands wise judgement.

I make no apologies for mentioning some things more than once: this is because first they are important; and, second, because no part of managing a practice exists in isolation. I have continued to present some of the information as bullet points, because according to the proverb, ‘One word is enough for a wise man.’

I have had to present some information, such as legislation, regulations and processes, as it is at the time of writing, but I have tried to keep this to a minimum because no matter how things might change, the underlying principles of practice management will I believe always remain the same. I hope this book will teach you those principles so that no matter what problems you may face in the future, you will hopefully be able to find a solution. Why not aim to be an excellent manager as well as an excellent dentist?

I have continued to include many of my own experiences (good and bad), and some of those of my friends and former colleagues, which I hope adds a realistic feel to the narrative. My anecdotes, which are written in a more conversational style, are displayed in boxes. In many ways this book reflects my own odyssey through the choppy waters of practice ownership.

This should not be the only management book you ever read. Although I hope my book becomes your main source of inspiration, there are many more books from which you can extract additional knowledge. As in the practice of dentistry, you should never stop searching for new and better ways to manage your practice.

Michael R. Young October 2015




About this book

The purpose of this book is to provide a framework, advice, help and guidance for anyone who is now, or is likely to be at sometime in the future, either directly or indirectly (at whatever level) responsible for managing a dental practice. The groups of readers it is therefore aimed at are as follows:


	The dental student who is about to qualify.

	The newly qualified dentist.

	The associate working in practice.

	The associate who is thinking about buying or setting up their own practice.

	The single-handed practitioner or partnership who is looking for ways to improve the management of their practice.

	The larger practice that is looking for ways to improve the management of the practice.

	The Dental Bodies Corporate (DBC) that wants ways to improve the management of individual practices within the organisation, or of improving the management of all of their practices right across the board.

	Dental Care Professionals (DCPs).

	Practice managers, both those who have full management responsibility and those who perhaps feel they want to be able to contribute more.

	Dental receptionists who have aspirations to one day manage a dental practice.

	Dental nurses who have aspirations to one day manage a dental practice.

	Any non-dental managers who are interested in moving into dental practice management.



Basically, this book contains something for everyone working in a dental practice, no matter what stage of their career he or she is at.

The book is intended to provide information about how to manage every type of dental practice.


	NHS

	private

	a mixture of NHS and private

	single practice

	multiple (group) practices

	general

	single specialist

	multiple specialist

	single-handed and partnerships

	multiple-handed

	owner-managed

	company-owned and managed.



This was never intended to be a theoretical management book; it is a warts-and-all guide to managing a dental practice, written by someone who has been there, made mistakes and survived. I hope the reader can learn from my experiences.

I couldn’t make up my mind whether to refer to the people you treat as patients or customers; in places it seemed more appropriate to call them patients and in others to call them customers. In the end I decided to call them both, depending on the context. I also couldn’t decide whether to refer to the people who work in a practice as employees, staff, or team. Again, I use all three depending on the context.
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Remember, to be successful you don’t have to be perfect; you just have to be better than the rest. Preparation




Section I Preparation




1 Preparation


What is practice management?


Before anything else, preparation is the key to success.

(Alexander Graham Bell)



Management is simply the action of managing. It is a noun, but the verb ‘manage’ (and its derivatives ‘manages’, ‘managing’ and ‘managed’) means:


	to be in charge of people or an organisation

	to succeed in doing something

	able to cope despite difficulties

	to control the use of money and other resources.



The best working definition of management I have come across is that it is ‘Getting things done through other people’.

You can see that as the owner and/or manager of a dental practice you will need to be able to do all of the above: be a great leader; be successful despite the occasional (or perhaps frequent) difficulties; and an accomplished controller. However, perhaps most importantly, if you want people to do what you want them to do and do it well, you are going to have to be an excellent communicator.

Hold this thought: at the heart of every excellently managed business is excellent communication.

However, management is not just about telling people what to do and/or how to do it: that might work in the short term, but if you are going to build a long-term business you also need to build a long-term team.

Hold this thought: the foundation of a successful practice is a great team.

Management is not a black art, but like all disciplines it has its own language. Once you understand the language then the fundamentals of management are very simple.

There are basically four simple stages or steps in any management process.


	Planning: first, you decide on a particular course of action to achieve a desired result.

	Organising: next, you gather together all of the resources that will be needed to achieve the result.

	Implementing: you then get other people to work together smoothly and to the best of their ability as part of a team to do the work.

	Controlling: finally, you monitor, review or measure the progress of the work in relation to the plan and take steps to correct things if they are off course.



This is no different to the process you go through tens of times a day when you treat your patients.

Planning is perhaps the most important stage, because if your planning is not right, everything else that follows will also not be right.

Hold this thought: the management of anything follows the ‘Planning, Organising, Implementing, Controlling’ cycle.



[image: ]

Figure 1.1 The management cycle



In reality, you will find yourself moving from planning to organising, but then going back and tweaking your plan, and doing the same when you eventually move on to implementing. It is a continuous circle of fine tuning.



Learn to be a manager

Perhaps just as important as acquiring your practice is knowing what to do with it once you have ownership. Your practice is not going to manage itself, nor are the staff going to recruit and train themselves. You should therefore have the necessary management and leadership skills before you became a practice owner, not after.

How many young (and some maybe not-so-young) dentists become practice owners having had little, if any, management experience? You wouldn’t dream of practising dentistry without having first been fully trained, so why become a manager without first gaining the necessary knowledge and experience?

You should by now have found an excellent accountant and an excellent solicitor to give you financial and legal support. The final piece of the jigsaw is managerial support: it’s now time for you to start acquiring management skills and knowledge, and an understanding of what is going to be involved in running your own business.

There are literally thousands of books about management, ranging from ‘The simple guide to.. . ’ to heavier academic tomes on management theory. Find a fairly straightforward, well-written (which will make it easier to understand) book and read it. There are also numerous books on ‘How to start your own business’. Buy one of these and read it. You should always be prepared to read new things and always be looking to increase your understanding of management and business.

After you have gained some basic knowledge of management, you might want to try some management courses, both generic and ones specific to dental practice. Courses give you the opportunity to ask questions and to mix with and talk to other like-minded people. The best part of some courses is not always what you learn in the formal teaching sessions, but what you find out during informal conversations with other delegates during the coffee and lunch breaks.

Hold this thought: you will have a better chance of succeeding as a practice owner if you find out beforehand what running a business is all about, rather than leaving it until after.

What do you need to know about? In a very broad sense, you’ll need to know about:


	the practice of management

	dental practice management

	how to manage people

	how to manage all kinds of resources

	how to manage money.



Many people fail to manage (or manage to fail!) because whenever they are trying to accomplish anything they go straight to the implementation stage, leaving out planning and organisation. They usually compound the problem by also failing to control or review the process on an ongoing basis. The result is that the outcome is not what was hoped for. A great deal of time, energy and money is therefore wasted, and people’s frustration levels rise.

Managing a dental practice is really no different to managing any other professional business. You need to think of practice management as being made up of two essential and inevitably linked processes.


	Management of the patients.

	Management of the business.



By the time you are considering setting up on your own you should have mastered how to manage patients, whether it be a single-visit, simple course of treatment, or a complex, multi-visit course of treatment. However, not only must you be a competent clinician, but you must also know how to manage your business.

Management of the business involves knowing how to manage:


	employees, which includes associates, hygienists and therapists, treatment coordinators (TCO), receptionists, and the people doing your lab work, the dental technicians; don’t forget that you might have to also manage a manager

	resources of all kinds, and knowing how to maximise their use

	finances, and working within your budget.



It also involves knowing how to plan for the short, medium and long term.

There are your employees who must be managed, from recruitment to departure. On the positive side this will include their training and development, objective setting and performance reviews (appraisals). On the negative side it might involve disciplinary action or dismissal.

Money has to be managed so that the practice makes a profit and so it can pay its bills. This means that you have to set budgets, prepare cash-flow forecasts, and know how to avert financial disaster.

The premises you work in need to be managed so that they are safe and welcoming. This means having a rolling maintenance programme, not just for the building, but also for the fixtures and fittings.

There are also outsiders to be managed: technicians, suppliers, specialists (practice and hospital based), employment and recruitment agencies. Learning how to work with these people so that your practice gains maximum benefit from their products and skills is critical.

Lastly, but perhaps most importantly, you should learn how to manage yourself.

You might ask, ‘Why should I bother to manage my practice?’ The simple answer is, ‘A well-managed practice is not only nicer to work in, but in the long term it will probably be more successful. It will also certainly be less stressful!’

The way you manage your practice is very much up to you. However, the style I advocate throughout this book is one of teamwork, which to some of you may go against the grain (‘It’s my practice and I’ll run – or is that ruin – it how I want!’ I can hear you say). Your way may work in the short term, but if you want a practice that is going to be successful in the longer term, teamwork is going to be the only way to do it.

Hold this thought: dentistry is all about teamwork.


I didn’t bother to find anything out about management until I’d been a practice owner for about 10 years, but once I realised its importance I devoured book after book on the subject. I wasn’t so much interested in the latest management theory or reading the words of the latest management guru. What I wanted to learn were the underlying principles, the how and why.


Once you have made the decision that you really want to run your own practice give yourself a ‘gap’ (Get All Prepared) year in which to lay the foundations for your new venture, then start looking for somewhere to buy or to set up in.

Not wanting to start out on too much of a negative note, but here are some of the commonest mistakes people will make when they set up a new practice:


	failing to thoroughly research the market beforehand. The current owner may have survived quite happily where they are for years, but if there’s another recently opened practice in the area, are you going to enjoy the same easy ride?

	not having a high-quality business plan, which contains marketing and financial plans. Successful businesses all start out with a detailed, carefully worked out business plan

	not listening to professional advisers. You’re paying them for their expertise, so listen to what they have to say

	setting their sights too high in terms of location, size of premises, or quality and quantity of fixtures and fittings

	over-investing in fixed assets. Don’t sink all of your money into capital equipment; keep cash back to cover running costs and to ease your cash flow

	failing to employ the right people

	not learning how to be a manager beforehand.



Hold this thought: failure to research and plan does not necessarily mean your practice will fail; it might, however, mean that it takes longer to be a success.






Section II Purchase




2 Do you really want to own a practice?


Buy in haste, repent at leisure.

(Adapted from a proverb, 1693)



Not every dentist wants to work in a practice let alone own one, but if your ambition is to be your own boss you need to have some idea of what you are letting yourself in for. Buying or setting up a practice is a major personal, professional and serious financial commitment. The purpose of this chapter is to make you stop and think before you take this giant step.

The first thing I want to do is set out some of the thoughts that lie behind the purchase or setting up of a practice, the starting points from which you can navigate your personal pathway through what can be a minefield. I say ‘you’ because no two people’s experiences can ever be the same, although there will of course be common threads and similarities. This section will throw lots of questions at you and hopefully provide some answers.


	Why do you want to own a practice?

	Who should not own a practice?

	When is the best time to buy a practice?

	Where’s the best place to look for a practice to buy?

	What sort of practice will you be looking for?

	How is the price of a practice determined?

	Where’s the best place to look for finance?

	What’s the best way of securing finance?

	Do you know how to write a business plan?

	What are the common problems with business plans?

	What’s involved in the process of buying a practice and what can go wrong?

	Who else will you have to involve?

	How do I go about refurbishing the practice?

	Do I need to incorporate my new practice?

	Where is the best place to set up a new practice?

	How do I set up a new practice?

	How can I find out what running my own practice will be like before I actually own a practice?

	What about finding employees?

	How do I promote my new practice?




Why do you want to own a practice?

There are a number of perceived benefits to owning your own practice. The move from associate (which is akin to someone who rents their flat or house) to practice owner (someone who now owns the property) means more responsibility. Becoming a business owner will take over your life.

Hold this thought: practice ownership is a major, possibly lifetime, commitment.

Some dentists see buying a practice as an investment opportunity, something they can sell and make a profit on, or as an investment for their old age. For most people owning a practice is simply a way of earning (more) money.

Here are some of the benefits of practice ownership, mixed with a few words of caution.


	You might have more control over what you do and how you do it, but this is not always the case. If you work under the NHS you might not have any more control than you currently have in your present situation.

	There is a greater sense of self-determination: you hope you are going to be able to take the practice in the direction you want.

	You feel more independent and relatively free from the authority of others. There might not be a principal watching over you, but there will be others, the NHS, Care Quality Commission (CQC), private capitation scheme companies, a bank manager, for example.

	Your energies are channelled into working for your own interests and not those of others. This is true, but how much energy will be needed?



However, as with everything else in life, there are always drawbacks. Here are some of the reasons why owning a practice might not be such a good idea:


	you will certainly be taking financial risks with your money and with other people’s (the bank’s). If the finances don’t turn out to be quite as rosy as you first predicted, you may be putting your family’s future at risk

	you have the prospect of having to work (very) long hours, not only in the surgery to generate money, but also in the office managing the business

	sole responsibility for success or failure is yours; you hope your new practice is going to succeed, but how would you cope if it doesn’t?

	even if you employ others to carry out these tasks, you will still have ultimate responsibility for finance, marketing and personnel. The buck stops with you!

	you probably won’t enjoy the financial security that working in a larger and perhaps more well established practice offers, at least not in the early days.




My dentist (a practice owner) told me that these days most associates aren’t interested in owning a practice, one reason being they are too expensive to buy. They prefer to acquire extra clinical skills and then work as a peripatetic associate, selling their skills to practices, presumably to the highest bidder. This gives the associate the freedom to move around, with no responsibility for staff, facilities management or any of the other things that go with practice ownership.

I have a dentist friend who used to be a practice owner, but they sold up, enhanced their clinical skills, and now work in several practices as an associate. They have said they are happy doing dentistry this way in preference to running a practice.




Who should not  own a practice

If you have decided that owning and running a practice is what you want to do, even before you look for a practice to buy, or for premises to buy or lease in which you could set up a new practice, you need to assess your ability to cope with the inevitable pressures of running a business, and to answer several questions about yourself.

Are you self-disciplined? This is about being able to motivate yourself, stay on track and do what you have to do. Self-disciplined means being able to control your feelings and overcome your weaknesses. Are you level-headed or do you lose your head when things aren’t going right? Do you know what your weaknesses are? You must ask yourself some tough questions.


	What are your personal strengths? Are you someone who likes to be in charge and gets thing done? Are you a team player?

	What are your personal weaknesses? Are you a poor listener? Are you arrogant and never listen to advice?

	In the wider context, you should start to think about two other major questions:

	can you identify any opportunities that might give you an edge over the competition? Do you have additional clinical skills over and above those of other dentists?

	are there any (serious) threats that could (seriously) jeopardise your hopes and aspirations?



Don’t do this on your own. Talk to friends and family, even work colleagues (without telling them the purpose of your questions), and build up a picture of how others see you. Try to eliminate any weaknesses, or at least work on minimising them.

Are you a doer or do you tend to let things drift? Some dentists simply aren’t cut out to be practice owners. Your practice will never succeed unless you are in total control of everything that happens in it. You can employ a manager, a marketing manager, someone to do your PR etc. etc., but at the end of the day it is all about you being in control.

Do you have the unconditional, ongoing support of your family? Don’t underestimate the importance of this. Relationships become very strained when things aren’t going well. Selling the idea of practice ownership to your family might not be too difficult, but retaining their ongoing support and understanding through the difficult times is also going to be vitally important.


The job you have, the mental toll it takes, and the personality you develop while in the job, all have an effect on your relationship with those around you. Changing your job from dentist to dentist and practice owner changes your relationships. Paradoxically, it also reveals the commitment of others to their relationship with you. Marriages can often fail because businesses fail.


How do you cope under pressure? At the moment you may be an associate, working hard and taking home more or less the same amount of money every month, more than enough to pay your mortgage, household bills, loans or leasing etc. You have no responsibilities for hiring or firing, for marketing or for anything to do with the management of the practice. Is your current situation stressful? If it is, it’s going to get a lot worse as a practice owner. If it’s not, how do you know if you’ll be able to cope with the pressures of running your own show?

Would you be prepared to work 7 days a week if necessary? Long hours, not only in the surgery, but also seeing to everything else to do with managing a business. Hard work is going to be the name of the game.

Are you a leader or a follower? Being a practice owner means being a leader and, if you want to make a success of things, being an inspirational leader.

Can you make quick decisions when needed? Not only quick decisions, but the right decisions. You may well be able to make quick clinical decisions, but will you have the ability to make quick management decisions?

Are you a sticker or a quitter? Ownership can be a lonely place; when things get tough will you be prepared to see it through? Owning a practice is going to be a bumpy ride. Will you be all for handing the keys back the first time something goes wrong?

Can you learn from mistakes and take advice? This is fundamental to whether or not the practice is going to succeed or fail. If you don’t or won’t learn from your mistakes, you will continue making the same ones time after time, and that is not good.

Are you in good health? This is such an obvious factor, but one that perhaps is often overlooked. Skeletal problems or bouts of depression, no matter how mild, do not bode well.

If the answers to any of these questions are less than 100% positive, think twice about taking the plunge into ownership.

Hold this thought: practice ownership is not for the faint-hearted.



When is the best time for you to buy a practice?

There might never be a perfect time to buy a practice, but there might be a time when you should not buy a practice.

Consider your answer under three headings.


	Personal.

	Professional.

	Financial (personal finance and the general economy).



Common sense should tell you that if your personal life is in turmoil, now is not the best time to start thinking about buying a practice. You wouldn’t think of setting sail in a storm, would you?

Professionally you need to have sufficient clinical experience under your belt, so practice ownership is probably not something you should do until you’ve got the hang of successfully treating patients in a practice setting.

You will never know for certain if the time is right financially, you simply have to make a decision based on the current situation. One thing is worth pointing out, though, and that is that if your personal finances are not in good order it is going to be harder (if not impossible) for you to secure borrowing.

You are the only one who will know when the time is right. I would not even think about owning a practice unless all three of the above-mentioned factors are favourable.



Where’s the best place to look for a practice?

Practices are most commonly advertised for sale in the dental press, on the Internet and on dental sales agent websites. However, there are other perhaps less obvious places where you can find out about practices that may not have yet come on to the open market.


	Your accountant is likely to know which of their practice-owner clients is contemplating retirement in the near future.

	Independent financial advisers will be talking to practice owners and so will know if any of them is thinking of selling or retiring.

	Dental company representatives hear all sorts of ‘whispers’ and might be able to put you on to practices that are coming up for sale.

	You can always talk to colleagues in other practices.



But in trying to find out what other people are up to, be careful that you aren’t broadcasting your intentions.

Replying to an advert in one of the journals puts you in direct contact with the seller. However, there are some things you need to be aware of:


	confidentiality is very important for both parties

	the seller may have come up with the sale price him- or herself, so you need to find out whether or not it is a fair valuation and on what information the seller has based their asking price.



In much the same way as when you are looking to move house, you can get yourself on to practice agents’ mailing lists, but you should be quite specific about the type of practice you are interested in otherwise you could end up being inundated with the particulars of every practice on their books.



What sort of practice do you want to buy?

NHS, private (fee-per-item or capitation), mixed, general or specialist? Remember that every type of practice carries its own opportunities and its own threats.

An NHS practice might have a certain amount of financial security and a semi-fixed income, but could potentially be difficult to expand.

Private practices are more prestigious, but will be at a premium in terms of purchase price. Capitation-based incomes could be more financially secure than a fee-per-item practice.

If you are not a specialist, you aren’t going to look at buying a specialist practice.

Make sure you are aware of the threats to each type of practice.

What are your own personal pros and cons of owning each type of practice?


The size of the property also matters. A colleague who owned a very successful specialist practice in the West End told me that when he was looking for somewhere in which to set up his new practice (initially one-surgery) he wanted a place that allowed for expansion. He was determined his practice would be successful, which it was.

I found my practice by asking around. A friend of a friend eventually put me on to the one I bought. I’d asked reps (the ones I knew I could trust) if they knew of anywhere, and of course I’d scoured the ads in all of the dental press. It was a part-time practice when I bought it, but from day one I turned it into full time by simply being open 5 days a week. It also had an unused room which within a few months was converted into a hygienist surgery.


There are three options open to you with regards practice ownership, and three different scenarios.


	Buy an existing practice.

	Buy (into) the practice in which you currently work.

	Set up a new practice from scratch.



Each scenario will be explored later in more detail.

You should have thought about where in the country you want to work: what type of area you want your patient base to come from, city centre, suburban or rural? The location is important: where you are located influences your patient demographics. What type of patients do you want to treat?

Do you want to acquire a leasehold or freehold property? Leasehold means you will never own the building, but then again you don’t have to finance the purchase of a building that you might not want. With freehold comes the full responsibility and cost of maintenance.



What determines the price of a practice?

Traditionally the selling (asking) price of a practice is based on what is known as the goodwill value, which is usually calculated as a percentage of the practice’s gross fee income. Over the years goodwill values have fluctuated, but two phenomena have come into play, and hence the asking price for practices has increased.


	Large corporates entering the dental market. They were keen to build up a critical mass of practices and reap the economies of scale. They are usually better funded than individual dentists and are therefore likely to bid for and purchase practices for high prices.

	The 2006 dental contract, which brought more perceived stability to NHS practice gross incomes.




During my time in practice, goodwill values were one day high and the next day low. At the time of writing I am hearing that goodwill is not worth anything. This situation can and probably will change.


There is a case for practice values being based not on turnover, but on a multiple of profit, as happens in other, non-dental businesses (the real world?). Practice owners with an above average profitable practice who are aware of this might therefore ask for more than its value based on goodwill. Owners of low profit practices are likely to stick to the old formula based on good will.

As well as buying the goodwill, you will be expected to buy fixtures and fittings, and the practice premises if they are freehold.

How do you know whether you are paying a fair price? You will need the services of a practice sales agent to give you a valuation. Don’t rely on the vendor’s valuation. (A specialist dental accountant will also tell you whether the business is viable.) Practice sales agents are specialised estate agents. Hopefully their knowledge of the dental market is going to mean that the seller receives a fair price and that you, as the buyer, pay a fair price. Going through a sales agent rather than buying via an advert may also smooth out the sale and purchase process. What does the final purchase price include? Don’t assume it includes ‘everything’.

As I’ve said, don’t rely on the vendor’s valuation. Remember that the asking price for dental practices obeys the law of supply and demand just like any other commodity. When supply exceeds demand, prices tend to be deflated; when demand exceeds supply, prices tend to be inflated.



Where and how do you find the finance?

Every purchase begins with the question of money, so very early on it is a good idea to talk to your bank manager about your future plans, even if at present they are no more than ‘Well sometime, maybe in the next two to three years, I might be looking for a practice to buy.’ At this stage you probably won’t get any absolute guarantees or assurances from them about whether or not they will be prepared to lend you money at some time in the future. However, even at this very early stage you should be able to:


	give them an idea of the current asking price of a practice, and therefore how much you are likely to want to borrow

	demonstrate that you are aware how much any borrowings are likely to cost in terms of monthly repayments, not just at today’s rates, but also if rates rise (as a rough guide, every thousand pounds you borrow at 5% over 25 years will cost you £6, or £4 per month interest only)

	outline your overall career plan, which includes buying a practice.



You need to develop a good relationship (if you haven’t already got one) with your bank manager. If you put a great deal of the work into this now, when you eventually start seriously looking for a practice, hopefully obtaining the finance you require is not going to be too difficult. You must bear in mind that some banks and financial institutions are likely to want to see your business plan before they will even consider lending you any money. A well-researched and well-written business plan is going to be an important part of your future business, but even before then, it is likely to be an essential element in helping to secure finance for your enterprise. Before a bank asks to see your business plan, you need to know how to put one together.

Nowadays some businesses start up using non-bank-provided finance. Dentistry is on the whole a fairly traditional professional business, and while these sources of finance could be available, the majority of practice finance probably still comes from traditional sources, i.e. banks. However, wherever you look for finance, the same rigorous lending criteria used by banks should still be applied by the lender. This is as much for your benefit as for theirs.



Writing your (first) business plan

Buying or setting up your first practice means that you have decided to be a businessman or businesswoman, as well as a dentist. Dentists write treatment plans; people in business write business plans. The first step along the road to securing that all-important finance is to write your business plan.

A business plan essentially describes three elements of any business or practice.


	Operations: the premises in which the practice is located; equipment; employees; the services on offer.

	Finance: set-up costs; fixed and variable costs once the practice is up and running; minimal financial requirements.

	Marketing: how potential customers are going to be approached.



There are a number of sections to a business plan and they are all equally important. The following layout gives you an idea of what your business plan should eventually include.


	Set the scene; attach a copy of your curriculum vitae (CV).

	Set out your objectives, both personal and business.

	Set out your analysis of the market.

	Set out your approach to marketing your services.

	Describe your future plans for researching and developing your services.

	Set out your financial plan.

	Give an accurate appraisal of the strength of the management of the practice.

	Highlight any risks and problems that you have identified. Show that you have thought carefully about these and indicate how you propose to deal with them.

	Finish your plan with your main conclusions, making sure that you leave the reader with a very positive impression.

	Your plan should include an executive summary, which although mentioned last actually appears at the beginning. It is a complete, overall summary of every part of the plan.



The plan should be nicely bound and should have a front cover that shows:


	the title of the document, i.e. it is a business plan

	your name

	the name and location of the practice you are thinking of buying or setting up

	the date the business plan was written.



Set out below is an example of a business plan so that you can see the type of information it needs to contain, and to give you a better idea of the layout.



BUSINESS PLAN

Prepared by Dr A Tooth

For proposed practice purchase of Super Dental Care, Anytown

1 June 2015


EXECUTIVE SUMMARY

I have been an associate for 5 years and I am now ready to buy my first practice. I keep up to date with developments in clinical dentistry and have just embarked on a postgraduate training programme. Although I have no previous management experience I am taking steps to correct this.

The practice I want to buy is a busy National Health Service (NHS) practice in an excellent location with a great deal of passing trade. It currently turns over £X per annum. It is on the market for £X, which my advisers (their names and who they work for) think is a very reasonable asking price.

My objectives would be to increase patient numbers, to develop the services on offer, and to increase turnover and profitability.

This is a long-term investment and so gaining an excellent reputation in the area is going to be of paramount importance. Marketing will be backed up by excellent patient care.



BACKGROUND INFORMATION

I am a 28-year-old dentist. I qualified when I was 23 from London University; since then I have completed my foundation training and have worked full time as an associate in two very busy general NHS practices. I have attached my CV for additional information.

I started looking for a practice to buy over a year ago, but recently I have found one that interests me as a potential purchase. The current owner set up the practice from scratch in the early 1980s. It is a full-time, two-surgery NHS practice (only one of the surgeries is currently being used) in a converted 1970s three-bedroomed detached house, which is in the middle of a very large residential estate, with three more adjacent housing developments planned for the next couple of years. The practice is in a prominent position and is opposite a big parade of shops, two schools and a medical centre. There is a large (free) car park 2 minutes from the practice. The estate is 30 minutes’ walk from the town centre. There is a good bus route between the estate and town (the nearest bus stop is 20 yards from the entrance to the practice). There are no other dental practices on the estate.

The practice has an NHS contract for £X. There is little or no private work carried out.

It is a retirement sale and the owner is asking £X for the goodwill, property, and the fixtures and fittings. My accountant thinks that the asking price is very reasonable. A local estate agent has indicated that the asking price for the property is average for a property of this type and condition.

I have had one viewing of the practice: the two surgeries need modernising; the reception area needs to be modernised; the outside of the building needs smartening up. The property needs to be surveyed and to have the electrics checked (it has not been rewired since it was built). The practice currently employs one full-time nurse and one full-time receptionist; both have been with the practice for around 4 years. The owner has said that both want to stay on after the practice has been sold.

I have walked past the practice on numerous occasions over the past 3 months, and at different times of day, and it is always busy. I would describe the practice as a ‘family practice’.



MY OBJECTIVES


	To retain the existing NHS core of patients (currently 6000, but the current owner is not accepting new patients).

	To develop the range of clinical services.

	To attract new patients and therefore I will need to take on an associate (who can use the second surgery).





MY ANALYSIS OF THE MARKET

The town has a population of X, which is increasing because of new housing developments in the immediate area. The town has a thriving centre with many new businesses. There is low unemployment in the area. The town is a mixture of all social classes.

There are five dental practices, two of which are single-handed in the town. Two that are each worked by two dentists, and one that has four dentists (this one is on the High Street and is part of a national chain of practices). Three of the practices (both the two dentist ones and one of the single-handed ones) do not accept NHS patients. The nearest practice to Super Dental Care is 30 minutes on foot or 10 minutes by bus or car.

I have researched the demographics of the area.



HOW I INTEND TO MARKET MY SERVICES

All the other practices in the area advertise in Yellow Pages. I too will have an advert, stressing that I am accepting new NHS patients. I intend to also have a website.

I want my patients to be my main source of marketing, by providing them with a first class clinical service backed up by excellent customer care.

I have spoken to the local newspaper and they have said that they would be interested in me writing a short piece about my practice for them if and when I move in.

I intend to make myself known to local businesses, the schools and to the doctors in the medical centre.



FUTURE PLANS FOR DEVELOPING AND RESEARCHING MY SERVICES

I plan on providing quality NHS care, but will hope to increase the number of patients.

I will develop the range of services offered in line with up-to-date dental care and treatment protocols. I am a member of a study group and, together with my mandatory continuing professional development, keep up to date with developments in clinical dentistry. I have enrolled for a distance learning masters’ degree in prosthetic dentistry; this will increase my clinical knowledge and give me a competitive edge over other practices in the area.



MY FINANCIAL PLANS

I have attached copies of financial projections (budget and cash flow) that my accountant has prepared. I have also included a copy of my personal income and expenditure, assets and liabilities (using the bank’s pro forma).

I will need to borrow £X to purchase the property, goodwill and fixtures and fitting, plus an estimated £X for new equipment for one of the surgeries and reception, and general refurbishment (I will be able to provide more exact figures once the purchase has been finalised). I will also require £X as working capital. My accountant is confident that all borrowings and expenditure can be met from the projected practice income.



MANAGEMENT OF THE PRACTICE

I have no direct practice management experience. However, over the last year I have attended two practice management courses run by the British Dental Association; both courses were very informative.

I have been learning as much as I can about management from books and the Internet.

Initially I will manage the practice myself, but would hope in time to employ a professional practice manager to run the business.

My accountant and solicitor are both members of the National Association of Specialist Dental Accountants and Lawyers (NASDAL). They both fully understand the business of dentistry and are excellent advisers.



RISKS AND PROBLEMS

Central government funding of NHS practices is currently ‘healthy’. This could change in the future.

There does not appear to be a great deal of direct competition from other practices in the area.
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