b

University of Nebraska University of Nebraska Medical Center
Medical Center- . .
BREAKTHROUGHS FORLIF DigitalCommons@UNMC
Journal Articles: College of Dentistry College of Dentistry
2018

Identifying Bias in the Transition from Associate to Dental
Practice Owner

David G. Dunning
University of Nebraska Medical Center, ddunning@unmc.edu

Follow this and additional works at: https://digitalcommons.unmc.edu/cod_articles

6‘ Part of the Dentistry Commons

Recommended Citation

Dunning, David G., "ldentifying Bias in the Transition from Associate to Dental Practice Owner" (2018).
Journal Articles: College of Dentistry. 29.

https://digitalcommons.unmc.edu/cod_articles/29

This Editorial is brought to you for free and open access by the College of Dentistry at DigitalCommons@UNMC. It
has been accepted for inclusion in Journal Articles: College of Dentistry by an authorized administrator of
DigitalCommons@UNMC. For more information, please contact digitalcommons@unmc.edu.


http://www.unmc.edu/
http://www.unmc.edu/
https://digitalcommons.unmc.edu/
https://digitalcommons.unmc.edu/cod_articles
https://digitalcommons.unmc.edu/cod
https://digitalcommons.unmc.edu/cod_articles?utm_source=digitalcommons.unmc.edu%2Fcod_articles%2F29&utm_medium=PDF&utm_campaign=PDFCoverPages
http://network.bepress.com/hgg/discipline/651?utm_source=digitalcommons.unmc.edu%2Fcod_articles%2F29&utm_medium=PDF&utm_campaign=PDFCoverPages
https://digitalcommons.unmc.edu/cod_articles/29?utm_source=digitalcommons.unmc.edu%2Fcod_articles%2F29&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:digitalcommons@unmc.edu

[Downloaded free from http://www.dentalhypotheses.com on Wednesday, November 28, 2018, IP: 192.94.102.0]

Identifying Bias in the Transition from Associate to Dental
Practice Owner

Certain kinds of bias are obnoxious. Bias for
impartiality is as much a bias as is partisan prejudice,
though it is a radically different quality of bias . ... One
can only see from a certain standpoint, but this does not make
all standpoints of equal value."!

—John Dewey

John Dewey had a profound influence on education and
philosophy in the 20th century. The textured and nuanced
quotation from him above makes the bold assertion that we all
have biases, and challenges us in the broader context of his
philosophy to adopt a pragmatism toward being as objective
as possible, even while realizing that being impartial is itself a
biased proposition. I used my favorite quotation from Dewey
as a launching point to discuss how consultants may reveal
biases in their approach to dental associates making a
transition to a practice ownership position. Issues related
to associateships and practice purchase have been
discussed in this journal and other sources.”!

The purpose of this editorial is to discuss how the answers to

two questions tend to identify a consultant’s or a firm’s bias in

structuring transition from an associateship to dental practice

ownership:

(1) When is a dental practice valued?'”; and

(2) How does supervising dental hygiene factor into an
associate’s compensation?

WHEN 1S A PracTICE VALUED?

A dental associate’s the most favorable proposition is to have
the practice valued before beginning to work in the office
based on the past 3 to 5 years of practice financial data and
without factoring-in the associate’s future earnings for the
practice. This scenario leads to a much higher likelihood that
the practice sale will eventually occur, largely because
both the owner and the associate know “up-front” the
value of the practice, avoiding sticker-shock, and potential
misunderstandings.“o] Even in this situation, it is reasonable
that the fair-market-value (FMV) of equipment added during
an associate’s employment would figure into the practice
price when the associate buys or buys-into the practice.

A somewhat less favorable situation is for the practice to be
valued on the past 3 to 5 years of practice financial data with
an agreed upon inflation index or index of practice growth
agreed upon in advance. Again, an adjustment for FMV of
equipment would be reasonable for both parties.

The least favorable situation for the associate is for the
practice to be valued after the associate has worked in the

office for several years, and factoring the associate’s earnings
for the practice into the valuation process. In this scenario, the
practice valuation includes the associate’s “sweat equity”
from potentially several years. From the owner’s
standpoint, the associate hasn’t been an owner up until that
point, and so, including the associate’s financial contributions
to the practice is reasonable.

How Does Supervising DentaL HyGieNe FAcTOR
INTO AN ASSOCIATE'S COMPENSATION?

Dental hygiene is an incredible profit center for a general
dental practice. The most favorable situation for an associate
is to receive compensation for supervising dental
examinations and perhaps a percentage of the hygiene
department’s procedures such as 1/3 of all radiographs
taken. An associate receiving compensation only for
supervising dental examinations can result in significantly
more income for the associate and almost certainly less profit
for the owner. For example, an associate might supervise two
full-time dental hygienists performing 70 dental examinations
every week for 48 weeks at $50/examination. That results in
$168,000 in potential collections. An associate is often paid
on a percentage of ~30%= of clinical production or actual
collections: $168,000 x 0.30 = $50,400.

The least favorable situation for an associate is for all of
the hygiene department revenue to attend to the practice
owner.

How Do tHE AnNswers 1o THE Two QUESTIONS
MANIFEST IN Bias?

The two questions depicted in Figure 1 were previously
discussed as key issues in associateships.!*”! Importantly,
however, I have noticed over the many years of advising
students, and in some cases owners, that the answers to the
two questions actually predict a series of other issues related
to associateships. The least favorable combined situation in
Figure 1 is this: no practice valuation until after the associate
has worked in the office for several years, and typically
including the associate’s revenue, COMBINED with a
negotiating position in which the owner or firm has all of
the hygiene revenue staying with the owner. Owners or firms
recruiting associates from that pro-owner position also
predictably tend to structure the associateship and
potential future buy-in with these and perhaps other
characteristics:
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e Undefined or poorly defined assignment/allocation of

practice patients which often, by default, results in the

owner providing dental care to patients with the most
financially rewarding procedures and the associate
providing more routine operative dental care.

Undefined or poorly defined expected work schedule.

Undefined or poorly defined compensation system.

Undefined or poorly defined work benefits.

Undefined or poorly defined conditions justifying

dismissal.

e Undefined or poorly defined structure for how the
laboratory bill is paid and by whom.

e Undefined or poorly defined staff support for the
associate and the associate’s role in hiring, training,
and supervising staff.

e Undefined responsibilities for caring for emergency
patients.

e Unknown or incomplete financial information about the
practice (overhead, adjustments for public and private
third-party insurance payers, collection/production
percentage, etc.).

e Undefined space availability for associate (who will
eventually need at least two operatories soon after
beginning to work).

e Unusually restrictive and potentially unenforceable
covenants not to compete (against the owner should the
associate leave).

e And perhaps without needed to be stated here, unknown
or poorly defined plans to buy-in or buy-out the practice.

In other words, ignoring the topics of when the practice will
be valued (let alone how!) and associate compensation for
supervising dental hygiene commonly cascades into a series
of other topics not discussed in the transition. None typically
benefit the would-be dental associate; and many create
unnecessary confusion and potential conflict. Further, the
absence of some of the information makes vetting the
associateship opportunity very difficult. With student debt
on the rise, associates more than ever have to fully
understand the economic opportunity being provided in
an associateship. On the other hand, if there is a
discussion of when the practice will be valued, an
admittedly difficult conversation, and if the associate will
receive some compensation for supervising dental hygiene,
other potentially troublesome issues tend to be addressed/
defined for the associate, creating more clarity, and
preempting future conflict.

ConcLUSION

It is critically important for an owner and an associate to fully
discuss the answers to the two pivotal questions raised in this
essay. Doing so will facilitate a more successful associateship
experience and help to avoid areas of confusion and
ambiguity.
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Identifying Bias in Practice Transition from
Associateship to Ownership (Buy-In/Buy-Out)

SOME

(A % and/or by specified
procedure such as
exams and radiographs)

Sharing of
Dental Hygiene
Revenue
Supervised by
Associate

NONE

After associate has worked for
several years, presumably
counting associate revenue/
profit in valuation. Adjust for
FMV of new equipment.

Before associate begins working

based on past 3-5 years of revenue/
profit plus expected practice growth or
inflation index but excluding future
associate revenue. Adjust for FMV of

Before associate begins
working and based on
past 3-5 years of
revenue/profit. Adjust for
FMV of new equipment.

new equipment.

When is practice valued and how is associate-generated revenue factored in?

Figure 1: Identifying bias in practice transition from associateship to owner (buy-in or buy-out).
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