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Small Town Practices — A Great Way of Life

Kevin A, Shea, LD

Introduction

The basic premise of Econcmics 101 is
that demand for a business will be In
direct proportion o the race of return
a buyer can reasorably expect from
the acquisicion of the business. Much wo
the chagrin of many economics profes-
tars, this principad has liode or no
application in the demand for dental
pracuices wodyy. The great paradox
in dentistry currently ks the fact that
while most practices are more prof-
itable every year, their practice values
continue to remain flat or decrease in
relative terms.

Smaller Communities vs. Metro

Areas

This contradiction is particularly true in

practices in small to mid-sized commu-

nities,

A couple of examples of this contra-
diction the author has abserved first-
hand ane:

(1) A practice & a cormmuanity of
approximately 500 surrounded by
pristine lakes and foreses. The selling
doctor has netted nearly $300.000
and hat a patient base of nearly
3,000 fpe-for-service patients,

(2) A pracuce in a college community
of approsimately 4,500 with an
anniesl gross production of more
thar 650000 and having mare
thiar 4,000 fee-for-service patients,

Bath these practices have soruggled
e find parties ingercsved in looking at
chem. Even after visiting the offices and
their communities, most of the poten-
ekl buryers, while raving about the preat
income and growth potential of the
practices, fail to purchase them because
tha community is “just too small”,

Practices in these “third and fourth
tier”" communities are having a difficule
time selling, despite their inherently
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significant economic benefics, In con-

trast to those in the metropalitan anea,

these practices generally have the
advantage of:

{1} a lower competition in a doctor-to-
patient ratio,

{2) no competition from managed care
and capitation plans f(and, as a
resule, the doctor can be more
selective in the patients he ar she

(4) greater opportunities for children
in school and extracurricular activi-
thirs, and

(%) the exse of accessibiliey o mewrs-
poditan areas because of advanced
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Lock of Demand
Mevertheless, it ks economically per-
plecting wiy younger dentists are not

aceeprd), and streaming vo the small-
(3} lower overhead er communities. At
coans. Much to timas it is difficult, if not
For example. two of . impossible, to attract
the larger costs in many the Chﬂgrlﬂ the younger dentists to
dental  pracrices  are these towns. In my
those for labor and for of Ay experience, there are
QCCUPANCY  EXPENSEE, economics three main causes for
Owverall, the labor and this lack of demand,
ooCupancy ©osts o in pmfessﬂrs, First. there 5 a
smaller vowns are sig- . L general  shortage of
nificantly lower than in LIS principal dentists in the Midwest.

wrban practices, with
average salaries for staff
in an outstate practice
approsimately 15% less
than for one in a met-
ropolitan area, Further,

has little or
no application

in the demand

The enrallment in the
regional dental schools
has been flar for several
years. Compounding

thas problem it the ela-
sure of Morthweipern

it is Ot UNcomman to for dental University's  dental
see  square  footage : schaal.

OCCupancy costs iR practmes In addition, there is a
amall  towns  under tuday. significant migration of

$7.00 per square foot,
wihereas mamy metro-
politan ares practiced have square fooe-
age oCCUpancy Codts in exesss of
veenty-five 1o thirty dollars per square
foot. A4 3 Fesuly, o dentist inoa smaller
comimunity can fet five 1o Den percent
more than his or her meoropolitan
COUNTErparts.
Addivicnally, some non-economic
benafits of a smaller community ane:
(1) the personal namure and quality of
local schioals and businesses,

(2} the lack of crime and poverty,

(3) the vrust and loyalty of patients and
friands,

graduates from  the

Midwest o the high
growth Rocky Mountin and Sunbel
staes,  Beeween Minnesota and thi
Pacific staves, there are |3 sates that
are served by four Midwest dental
schools  (plus  Colorade's  dencal
school), including the high growth
states of Mevads, Arizona, Mew Mexico,
and Colorado.As an axample, only two
members of the 2001 praduating class
at Creighten University Dental School

*Mr. Sheo & president of Shea Proctice
Transitians, Eding, Minmesato.



Practice
Management

are planning to return to locations east
al Ornaha,

Second, and irrespective of the fa
enrollments, a significant percentage of
graduates are choosing against private
ownership of a practice. Many of these
dentists are opting for corporate peac-
wees or for simply remaining lifeame
associare dentists [oftentimes on 3
part-time basis)

A, third cause for lack of demand for
practices in smaller communites s
related o changing demographics.
The most recent census canfirms chat
thie United States is becomming more
concentrated i mecropolitan areas.
A, elling aspect of this statistic is chay
smaller communities are not only
losing populason, but their populations
are aging, The fundamental reason for
this urban concentration is the advent
of “two career houscholds™, It often
happens that while the dentist may
ba attracied to the owerwhelming
benefits of practicing in a smaller
community, the spouse may have a
postgraduate degree and a career that
he or she wishes o
pursue as well In this
scenaric, the smaller
community does not
offer the diversified

MNevertheless, it
is economically

trying to simply maintain their enroll-
ment rather than increasing the nume-
ber of graduaces to meet demand.

Practice Sale in 2002

Drespite the foregoing, there are some

things a dentist can do in preparation

far his or her practice sale

(1) Start early. Practices are stll selling,
although they ke longer to sell
than |5 or 20 years aga. Therefore,
if you have an “urban practice”, plan
e 1o bwo years i advance: for
“rural practices”, at least three
years in advance.

(1) Consider bringmg M an associare
dendist. Az mentoned, many prac-
tices are experiencing rapid growth,
and thus what cradiconally have
been single-dentist practices can
casily accommodate two or mone
doctors, Therefore bringing in an
associate dentist early on and
properly  structuring a  buy-ind
buy-out can greatly enhance a
successiul practice transition,

(3} Keep your practce modern and

updated. Cermainly one

miethod (althowugh not a

fail-safe) which may

avtracy younger dentists
ro smaller communites

job market the meono- is to mainwain a modern
politan areas do. perplexing facility with up-to-date
Therefore, living and equipment and tech-
working in a2 smaller Wh.'l" younger nokogy. It is not neces-

community becomes
unacoeptable to many.
if not most, of thewe
two-career house.
holids,

Unfortunately, this
erend has crept into
some of the “third
cier” cities also,
Although some dental schools have
plans for expanszion, it s quesdonable
whether they will be able o fill the
voed left by the ncreased demand for
dentisrs, ln Minnesota, the Mot recent
legislative budget sees the dental school

dentists are
not streaming
to the smaller

communities,

gary to be extravagant,
but a “modern office”
can be very appealing
to  potential  buyers
andlor associates, as
well as increase your
own productivity, i this
moderization is nat in
place, many times an
associate will become disenchanted
with the community or smply
"seratch start” wo take advantage of
the pent-up demand i a smaller
eewn and the impending retire-
mentd of older dentises.

(4) Lobby your policy makers. While
unthinkable 20 years ago, there is
now an acute need 0o inorease
enrollments  in regicnal dental
schools, Maturally it is quite expen-
sive to establish and maintin dencal
schooli; hence it is imperative that
state and local policy makers are
aware of the need for increased
dentists in the smaller communities,
Even though a dentist is not a major
employer in the community, many
dental offices employ [0+ seaff
members as well as contribute 1o
the array of services and the livabil-
ity of the community.

Conclusion

Crenbng 2 dental practice in oa small
wwn has tremendous benefits eco.
nomically and odherwise, yet ag we
progress further inwe the 215t century,
these smaller cithes seerm beds ateractive
o younger dentsts. Clearly it is n the
best interests of these tewns and den-
tistry at lrge to preserve dental prac-
ticed in thede communities. In order to
do %o, some broader changes mast
oocur in dentistry, and careful planning
should be mmplemented well in advance
by the sefling doctors, I this can hap-
pen,“small vowm practices”™ will contin-
v oo be a grear way of life. B

MDA Star of the North Meeting

April 20-22, 2002
RiverCentre, 3¢ Paul, Minnesota
Pre-Session seminars: Friday, Aprd 19

April 26-28, 2003
RiverCentre, 5t Paul, Mennesota

Pre-Session seminars: Friday, April 15
Bupril 14-26, 2004

RiverCentre, 5t. Paul, Minnesota
Pre-Sessson seminars: Friday, April 23
April 30-May 2, 2005
RiverCentre, 5t Paul, Minnesota
Pre-Sesian terinars: Friday, April 79

Morthwest Dentistry



