
How toWeather the Current Economy
as aYounger Orthodontist

Because many orthodontic offices are starting fewer
patients and are seeing a decline in the pace of a
practice, I thought it would be wise to have an

article about financial concerns for “newer” orthodontists.
I spoke with John McGill, a tax attorney with an MBA
who is a financial advisor for orthodontists, about the
current economic times and the trends he sees coming for
orthodontists.

Q: There are basically four options available for
residents graduating from orthodontic programs:
associateship, partnership, buy out, or start up.
Which option would you recommend?

A: Of these options, starting from scratch is the least
viable. It generally costs, without buying a building,
between $300,000 to $500,000 to start an orthodontic prac-
tice. It is much more difficult to obtain financing than in
the past. With the increase in competition and the down-
turn in the marketplace, it would be very difficult to make
this work. Many residents are becoming associates, but
the number of positions is dwindling due to both an
increase in efficiency in orthodontic offices and offices are
less busy than they were five years ago. The ideal situa-
tion would be to purchase an existing practice. The advan-
tage is that you have a “built-in” patient population. The
problem is that these opportunities are becoming more dif-
ficult to find.

Q:When should a new practitioner hire a financial
advisor?

A: This should be done fairly soon in order to avoid mak-
ing huge mistakes that could affect you forever. Many
financial advisors have programs set up for new graduates.
They can usually work with someone at an initially
reduced rate to help the new orthodontist make the deci-
sions that are so important.

Q:What financial trends do you see in orthodontics?

A: The average practice is down between 10% – 20% for
2009 versus 2008. These numbers vary by region and are
usually closely related to the number of foreclosures that
are seen in the region. Orthodontics is the field of den-
tistry that has felt the greatest impact from the economic
downturn. While I don’t think orthodontists should lower
fees, I think it would be wise for most orthodontists not to
raise fees this year. Another trend is that there is a declin-
ing rate of treatment acceptance. Orthodontists are going
to have to reevaluate the payment options that are available
to patients. Finally, orthodontists are going to need to
evaluate their staffing. Most offices are overstaffed. Forty
percent of orthodontic offices are operating on fewer
employees than a year ago. A good way to know the num-
ber of full time employees (FTEs) an office should have is
to divide collections by 200,000 (one staff member for
every $200,000 in collections is needed). Another basic
rule of thumb is that employee salaries should be about
20% of collections.

Q:With the economic climate and the reality that our tax
rate will most likely increase soon, do you foresee any
changes in how we practice orthodontics?

A: Orthodontics is going to become more and more com-
petitive. New graduates are going to find that their
salaries will be lower than in the past. Also, it will be
more difficult to grow and to build a practice. Referrals
will decline as more and more general dentists begin to
treat orthodontic patients with systems like SureSmile and
Invisalign. Also, new graduates who need places to work
will begin to work for dental groups, pediatric dentists, or
general dentists. Those past referrals will now be treated
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in the general dentist’s office. Orthodontics is still a won-
derful and rewarding specialty, but it will be more impor-
tant to make wise decisions to ensure long-term financial
stability.

Q: What is the one piece of advice you would give some-
one who is just beginning practice, for someone who has
been in practice for five years, and for someone who has
been in practice for ten years?

A: For someone who is just graduating from a residency,
my best advice is to control your spending. Too often
graduates will immediately buy a new expensive house, a
new car, and equip their office with every state-of-the-art
piece of equipment they can “imagine.” This can be dev-
astating to your practice and to your financial prosperity.
The next five years are going to be tough, and new practi-
tioners need to monitor their spending both in their prac-
tices and in their personal lives.

A person who has practiced for five years will start to
have an increased income level above their expenses,
allowing them to begin saving. Orthodontists need to be
wise with their money and find its greatest return.
Depending on the interest levels of student loans, it is usu-
ally better to maximize saving what you can in 401k or
other tax deferred investments, rather than paying off your
loans early.

A person who has been in practice for ten years has a fully
matured practice. These individuals need to make sure
that their spending and saving habits are in harmony. With
taxes increasing, investment returns low, and our life span
increasing, the amount needed to invest for retirement con-
tinues to rise. You need to be sure that you are saving
more to provide for a financially secure future.
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