Transitions roundtable

We ask two experts the same question
to give you two different answers on a complex issue

Cruiestion: As a vesult af the econvny, I pat wiy vetivensent
plans o bold and new bave beard practice values are fall-
ing. Iy there anything I can do to increase the value of wy

priwtctice?
By Sean Hudson

Two ways to increase the value of your demal practice
are to increase revenne and increase profitability. Increas-
ing revenue may seem like a daunting rask in this econo-
my, and yes, you must put forth the effort wo do so. There
are several ways to approach it — make sure vou have
effective internal and external marketing, set production
goals and offer incentives o your staff, reward patient re-
ferrals, accept new insurance plans, and more.

It is very impormant o ae least maintain your current
collections until a sale is final. A simple way 10 do this
is o keep your current work schedule. Too often I see
dentists reach retirement age and cut back to two or three
days per week in the office. Just like the stock marker, vou
want to sell ar the peak and you can work part-time later.
Declining revenue is a major factor in anracting buvers,
and a factor in whether or not a lender will fund vour
LEA NS ECTIOnS,

Profitability is very important. Be sure o regularly
review your practice expenses. Talk w vour lab abour a
discount if you give the lab several cases. Talk with other
dental suppliers 1o see if you're overpaying the company
vou're currently wsing. The botrom line is thar ner in-
come is o major factor in the value of o dental practice.

In addition ro increasing revenue and improving prof-
itabiliry, make some physical improvements to the prac-
tice, if necessary, Paint the walls, have the carpets cleaned,
and reupholster your chairs. Get compurerized! Consider
purchasing d:glml radiography if vou plan on practicing
For at lease two more vears.

All these changes will separate your practice from the
others and make your practice more desirable to a buyer.
Afrer all, a value on paper means nothing if no one is in-
terested in buying your practice. DE

Sean Hudson is a pariner af Hudsan Transiban Partners ond a
membar of fe National Associotion of Proctice Brokers. He can
be reached of (888) 803-5131 or seanBhudsontransitions. com.

Cuiestion: As a vesult of the econeiy, I put wy vetivement
pans on bold and now bave beard practice values ave fall-
ing. Is there anything I can do to increase the valne of vy

practice?
By Tom Snyder, DMD, MBA

As more doctors have been deferring their retirement
plans, there potentially will be an oversupply of sellers in
the nexr few vears, which could create the possihility of
lower fumre practice values in cermin markets. 5o if yvou
want to retain or enhance vour current value, here are a
few things to consider.

1. Do not reduce your markering activities. A gradually
decreasing rate of new patients will have a negative impact
on value, so keep up your new patient flow and continue o
ask for referrals. Develop a Web site if vou don’t have one,
and do not reduce other markering straregies.

2. Consider raising your fees. Since we assume vou have
an established practice with a solid reservoir of goodwill,
raising fees for selected procedures may be worthwhile o
not only increase your current ner, but |'|l::llEI'|l.i:lE|].-‘ increase
vour value as gross revenues should increase a8 well.

3. Upgrade your facility. Take a critical look and con-
sider some cosmetic enhancements to increase your prac-
tice's curh appeal. However, purchasing new equipment or
technology if you plan w practice only one or two more
vears may create negative wax consequences at the dme of
sale. Also, substantially enhancing your practice value by
purchasing new equipment is not a guarantee.

4. Try to reduce overhead. Typically, profitable pracrices
wsually command a higher practice value, so eritically re-
view your practice expenses. Are your overhead ratios in
line with national averages? If not, reduce where feasible.
Again, you will help vourself immediately by increasing
vour net profit and make your practice more artractive
with a higher profic margin, which could possibly lead woa
higher practice value.

There are no absolures o increase practice values, but
paying atpention 1o managing vour practice and not lerting
things slide will ar least pur you in a more comperitive posi-
tion when its dme to sell. DE

Tom Snyder, DMD, MBA, is the direclor of fronsition services
for The Sayder Group, o division of Henry Schein. He com be
reached o (BOO) $88-5874 or Tom. Snyder@henryschain. com.
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