
Dr. Bhavdeep Singh Ahuja: Rising Costs in Oral Health Care Services – Part II 

 

www.wjasr.in        World J Adv Sci Res  Vol. 3 Issue 3  May – June 2020 Page 43 
 

 

The Rising Costs in Oral Health Care Services  

- 

Time to Reboot & Reset Clinics for Economics 

Part – II 
Author: Dr. Bhavdeep Singh Ahuja 

(P.S. The above topic will be published in two parts – each part 

roughly 5,000 words) 

 

Part I of this article covered Disclaimer, Abstract, Introduction, 

Review, Detailed discussion on Revenue and Charging with 6 

fictitious scenarios along with suggestive solution for raising 

the Charges in a systematic manner, the bottom-line and 

summary of the same along with a catch in the explanation – 
Let us continue further on this topic 

 

I had discussed with different possible options to demonstrate revenue or 

charging part in the first part of this article. 

There is an altogether huge aspect waiting to be discussed about 
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expenses and overheads. 

How to deal with them? 

Let us check out the same. 

 

EXPENSES/OVERHEADS 

The facebook dentistry approach to dentistry too, will have be shunned 

away to indulge in an impulsive buy just because of the FOMO (fear of 

missing out) approach. We have to closely examine each category of 

expenses of clinic and see where the mistakes are being committed and 

under which sector. We would also have to look at our material buying 

pattern (consumption wise) and the ones we bought in the hope of a good 

discount in the garb of bulk buying but due to lack of consumption, they 

ended up being expired and rather became a loss making facet for us in 

the longer run. All such bargain buys will have to be eliminated from 

future purchases. The demand in the post Covid-19 era will have to be 

re-estimated and the spending channelized accordingly in that direction.  

Will there be any newer equipment needs, be it a fumigator, hepa filter, 

fogging machine or a negative ion generator etc. or where does the buck 

finally settle on, only time will tell? 

There will be refills also needed for the above equipment along with the 

other necessary purchases for wiping, cleaning, sanitizing along with the 

PPE part which is going to be the most expensive out of all. The target 

group (patients) purchase power will surely need to be evaluated when 

the need to order anything arises. An optimum balance will have to be 

maintained for future buying, of course.  

Inventory Control, thus, acquires an assumingly more importance in 

times to come. 

Unless the above is done, the balance sheets would start to appear as 

bleeding ones (continually in red) and dentistry won’t be as lucrative as a 

profession as it really should have been.   
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This is bad if this happens at all. 

Why? 

Because after all, a Dentist decides how a person smiles! 

The cost-revenue-expense is a jigsaw puzzle which will need to be solved 

very soon by all of us lest we should not drift into a loss zone. As I 

discussed above about applying the Pareto principle styled price raise in 

charges in our dental clinics and with that, even if there is a drop in the 

sales, the loss in carry home income won’t be much.  

Let us now just see the numbers below for costing as an example in a 

table below for a normal dental clinic setup which is moving with 

changing times: 

 

 Average Monthly Gross 

Collection 

Figure 

Assumption 

2,00,000 

(in INR) 

S. 

No. 

Over Head Name Monthly 

Costs – 
Amount 

Expenses 

Percentage 

Contribution 

1. Staff 30,000 15% 

2. Lab costs 20,000 10% 

3. Materials 10,000 5% 

4. Occupancy expenses like rent, 

office utilities, repair and 

maintenance, office furnishings 

10,000 5% 

5. Administrative costs 

(Depreciation, accounting, 

licenses, dues, telephone, 

internet, website renewal etc.) 

10,000 5% 
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6. Marketing expenses 6,000 3% 

7. Personal improvement via 

continuing education 

14,000 7% 

 TOTAL Monthly Overhead 1,00,000 50% 

 

(Table Source: Dr. Bhavdeep Singh Ahuja) 

 

The above is one way of calculating the expenses. The title and content 

from serial number 5-7 may vary but the amount may remain the same. 

As per the above table, the overheads are in the range of 50% and the 

carry home net amount is Rs. 1 Lac (out of gross 2 lacs). Another way 

can be by looking at the balance sheet or the Income & Expenditure 

sheet filed by our CA’s. The easiest way is to have a look at the various 

overhead categories and understand your income and expenditure 

account aka the profit and loss statement (see image below) of previous 

financial year along with a similar expense sheet of the current financial 

year’s first or second quarter. These expenses, naturally, will indicate a 

loss of our profits, which in hindsight, will determine what causes us 

greatest overheads. These ones are needed for an easy reference and help 

us reduce our fretting about our profit and loss, in general and expenses 

(overheads) in specific. Rent, bills, materials and inventory are a few 

aspects which may not be first on our list of concerns in our busy OPD of 

treating patients, but overhead is a key factor in any business and 

dentistry is by no means, an exception. 
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(Image Source: Dr. Bhavdeep Singh Ahuja) 

We as dentists need to understand all the different categories of 

overhead, how to calculate them and then decide on how, when and 

which way to make adjustments in post Covid-19 times. We have to 

remember that every clinic is a unique one and will have different set of 

costs and charges even if it is situated adjacent to a neighbouring dentist 

in same locality in same area with same number of chairs and staff 

members. Once we understand the average monthly costs and the 

corresponding revenue, making a successful financial model for our 

practice becomes a cake walk for us.  

How to calculate your overhead costs is a question that will have to be 

answered if we want to end up in Green zone (profit). All too often, 

dentists are often in the dark regarding what their overhead is, speaking 

in a category by category basis. It is really important to analyze monthly 

overhead in categories, get feedback from our CA or any financial expert 

(you trust) continually to identify opportunities to decrease expenses. 
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Calculating your dental clinic overhead can be intimidating sometimes, 

but as soon as we lay out the groundwork, we can look forward to 

decreasing it.  

          The bottom-line is pretty much simple – a limited overhead means 

a larger take home income from our dental clinic, whether one is a solo 

practitioner or working with a team.  

The best way to decrease overhead is to have strong systems in place. It 

is worthwhile to create a working system for both professional needs as 

well as personal ones for the dental clinic. One should have a proper 

form of accounting process to keep track of the profit and loss. A system 

is a “standard operating procedure” (SOP) that the team does repetitively 

and is documented so each person can easily do the job. Without the 

above in place, decreasing the overheads surely seems to be one bumpy 

ride. Just see the categories listed in there (see image above); dental 

materials, dental lab, municipality taxes, water sewerage, electricity, 

printing, stationery etc. Each of these categories represents a different 

form of overhead, with some more important than others. Unless we list 

them down, analyze and evaluate, it won’t be clear where we need to 

make some cutbacks. Such templates made time and again will surely 

carve out a better path for future giving us a direction as to where we 

need to head straight whenever the system goes overboard the next time 

and make a re-calculation. We have to understand if the clinic overheads 

are in the range of 50% (on an average, presumed), it means we take 

home Rs. 50 of every Rs. 100 that comes in the clinic and God forbid, if 

the revenue goes down by 20% (I am supposing the bare minimum 

immediately post Covid-19), the take home will reduce drastically by 40% 

which is a significant drop (a differentiation from what I discussed in the 

charging part – the costs remain the same mostly). When times are good, 

a 50% net is certainly acceptable, but we may be, can deliver excellent 

care with a 55% overhead.  
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So, why not operate at a much lower overhead when times are tight, we 

are still feeling rewarded?  

Overhead is sometimes, a choice of how to operate. Thus, it is important 

to understand that there are two types of expenses: Fixed and Variable. 

Fixed expenses are those over which you have little to no control and 

can’t be changed regardless of whether or not the practice is open or 

closed, like for example, rent, salaries, bills like electricity, water, 

sewerage, telephone etc. The variable expenses are those which often 

change based on the volume of patient care, like for example, lab bills, 

materials (consumption pattern), higher electricity bills (increased use of 

AC especially in North India). Well, the more lab work we have, higher 

will be the lab costs, but interestingly, an increase in lab costs more or 

less always represents an increase in output and revenue, something 

that we would always strive for. Staff overhead is one overhead which 

becomes overloaded in established clinics usually.  

Have we wondered why?  

They get a raise every year for being loyal from the dentist for retention 

purposes and incentive as well. As the longevity increases, they are at a 

salary well above the prevalent market rates even though both the 

dentist’s income and practice revenue might be increasing but not 

proportionate to the raise or were stagnant or may be even declining. The 

situation is a Catch-22 one; you can’t ditch your staff and you can’t 

downgrade the salaries (pay them less) as well. Thus, the solutions can 

be only two – either the income increased (highly unlikely in immediate 

post Covid-19 era) or decrease in the over heads other than salary.  

I would recommend that we shift to an incentive system for staff for the 

current and next year till routine income and regular OPD normalizes for 

the clinic so that some financial burden can be taken care of easily and I 

am sure, the staff is also gonna understand the same in such testing 

times. The decrease in over heads other than salary would come only 
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from decrease in supplies of materials and inventory which were always 

in the wish-list courtesy social media dentistry and a strong urge to copy 

each other. We shall have to see, discuss and brainstorm amongst our 

staff, with a few like-minded colleagues and with suppliers about best 

options for purchasing, pricing and volume discounts. We have to make 

sure that volume discount is always a divisible option amongst multiple 

colleagues and we should not indulge in panic buying and hoarding of 

the armamentarium and block cash.  

Why I say that?  

Considering the procurement of entire annual inventory, it is always 

better to procure the item in small consignments as possible, but that 

will mean large number of orders & more ordering costs. Therefore, there 

is a particular quantity at which the sum of both the ordering & 

inventory costs is the least & this is called economic order quantity. The 

quantity at which both purchase cost and the carrying costs are 

minimum/optimum is known as economic order quantity. Here purchase 

cost is the actual cost of material where as carry cost is composed of cost 

of money, cost of storage, cost of shelf-life, cost of additional manpower, 

cost of obsolescence (expiry), cost of deterioration and cost of pilferage. 

The purchase cost and carry cost oppose each other.  

 

INVENTORY CONTROL 

Inventory control means stocking adequate number and kind of 

materials so that the materials are available whenever required and 

whenever required. This has to be done at optimal outlay of financial and 

human resources. High inventory leads to high cost by blocking the 

finances; large storage space; huge handling and administration charges; 

obsolescence and spoilage etc. On the contrary, low inventories may lead 

to frequent stock outs and high shortage costs. Balancing the cost of 
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carrying high inventories and the cost of shortage is done through a 

system of scientific inventory control.  

The two primary functions of inventory control are: 

1. To provide maximum service consistent with maximum efficiency 

and  

2. Optimum investment and to provide a cushion between forecasted 

and actual demand for a material.  

 

The broad aims and objectives of inventory management are to: 

1. Maintain availability of materials whenever  and wherever required 

in optimal quantity 

2. Minimize the ineffective stock 

3. Optimize the various costs associated with inventories 

 
Considerations for Effective Inventory Management 

1. Assessing the requirement of inventory which lists quantity in 

stocks as well as in transit.    

2. Liquidity of financial recourses: The constraints of funding require 

supplies to be purchased whenever the budgetary allocations are 

made. This causes unnecessary inventory build up in our clinic.  

3. Lead time is an important consideration for our clinic which has 

official red tape to cross before final purchases are made, paid and 

inspected / evaluated. 

4. Private dealers / manufacturers most of the time lobby hard to push 

outdated machinery  materials or equipment which has lost 

relevance — this has to be scrutinized lest we should fall prey to 

such bargain buys. 

  

Inventory control procedures should isolate those items that require 

precise control from those that do not. For this purpose, items are 
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classified into groups on the basis of a number of criteria. The 

commonest classification used is: 

 
1. ABC analysis 

2. VED analysis 

3. SDE analysis 

 

ABC Analysis: also known as ‘Always Better Control’. ABC analysis does 

not depend on the unit cost of the items but only on its annual usage 

and not on their importance because all items are important. Inventory is 

classified into 3 categories- A, B and C. 

 

 A items have a high annual usage in terms of money investment 

 B items are average 

 C items have a low value of usage 

 

The ABC principle states that: 

 
 10% of the materials would consume 70% of resources 

 20% of the materials would consume 20% of resources 

 70% of the materials would consume 10% of resources 

 

Category Percent of items Percent of investment 

A 10 – 15 70 – 80 

B 20 – 25 15 – 25 

C 60 – 70 5 – 15 

 

The items which are small in number but consume large amount of 

resources are known as “A” items. Items, which are intermediate in 

number and consume intermediate amount of resources are known as 
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“B” items. “C” items are very large in number but consume significantly 

low amount of resources. 

 

The following guidelines will help the material managers / dentists; 

“A” items need tight control; rigid estimates of requirement, strict and 

close watch, low safety stocks and management to be done at top level. 

“B” items need moderate control, Purchase baser on rigid requirement, 

reasonably strict watch, moderate safety stocks and management at 

middle level. 

“C” items need ordinary control, usage estimates of requirements, control 

by storekeeper, high safety stocks and management done at lower level. 

 

Methodology for ABC analysis 

1. Work out annual consumption cost of each item. 

2. The list of items should be arranged in descending value of their 

cost. 

3. The cumulative cost of the items is worked out on this list. The 

cumulative cost of first item will represent its annual cost, whereas, 

the cumulative cost of second item will be its annual cost plus the 

cumulative cost of the item above it. The cumulative cost of last item 

will be the total annual expenditure. 

4. Mark the figure close to 70% of the total expenditure. All the items 

up to this figure will be “A” category items. 

5. The next figure to mark will be close to 90% of the total expenditure. 

The items between the two figures i.e. after category A and up to the 

figure close to 90% will be B category. 

6. The remaining items will be C category, which constitute around 

65%- 70% of the items. 

 

The purpose of ABC analysis is to enable the dentist to exercise selective 

control when he is confronted with large number of items. It is also 
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helpful to rationalize the number of order and reduce the overall 

inventory. The main limitation of ABC analysis is that it is based on 

monetary value of items.   

 

VED Analysis: This analysis is based on the critical value of an item and 

its effect on the functioning of the institution. Criticality implies intrinsic 

value of material in achieving the organization’s objectives. The analysis 

is based on critical value and shortage cost of an item.  

Items are classified into three categories  

 V stands for vital items. These items should be controlled by top 

management. 

 E stands for essential items. These items should be controlled by 

middle level management. 

 D stands for desirable items. These items may be controlled at lower 

level management. 

 

Description 

 Vital Items: Those items whose shortage cannot be tolerated even for 

a shorter period and without which the clinic cannot function. Such 

materials should always be available in sufficient quantity to ensure 

their regular availability. These items are controlled by top 

management. 

 Essential Items: Those items whose shortage can be tolerated for a 

short period only. But if not available for a long time, will adversely 

affect the patient care. Middle level managers should control these 

items.  

 Desirable Items: Those items whose shortage will not adversely affect 

the functioning of the clinic even if not available for a longer period. 

But such items may consume sizeable resources. 

 
VED analysis is thus, based on subjective analysis. 
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Integrated Analysis 

The findings of ABC and VED analysis could be coupled together and 

further grouping done to evolve a priority system of management of 

stores. 

Category 1 includes all the vital and expensive materials.  

Category 3 includes all unimportant materials, which are neither vital 

nor expensive.  

Materials in Category 2 are of intermediate category.  

This is the ideal inventory model 

 

Make categories 1st 2nd and 3rd by drawing tables below 

It all depends upon one another as: 

 V E D  

A AV AE AD Category I 

B BV BE BD Category II 

C CV CE CD Category III 

 

SDE Analysis: 

This is based on the availability position of items in the market and the 

position may vary from time to time. 

 S – Items which are scarce in the market. These are to be controlled 

by top management. 

 D – Items those are difficult to obtain.  

 E – Items those are easily available. 

 

Other Analysis like  

1. HML Analysis – High, medium, low. These all are based on 

consumption. 

http://www.wjasr.in/


Dr. Bhavdeep Singh Ahuja: Rising Costs in Oral Health Care Services – Part II 

 

www.wjasr.in        World J Adv Sci Res  Vol. 3 Issue 3  May – June 2020 Page 56 
 

2. GOLF Analysis – Government, Ordinary, Local, Foreign. These all 

are based on source of supply from where the materials are 

procured. 

3. FSN Analysis – Fast moving, slow moving and non-moving. These 

all are based on issues from stores.  

4. SOS Analysis – Seasonal and off seasonal items. 

 
Basic factors asked in determination in inventory policy are what to 

order, when to order and how much to order. It depends upon 

requirement, lead-time, cost factor, financial availabilities and storage, 

patient service, provider relations, marketing conditions. 

 
Inventory Reduction Tips 

We can reduce inventory by following: 

1. Fixing up maximum limit of inventory in term of value.  

2. By giving responsibility to one person who is at top management. 

3. Meticulous material planning. 

4. By reducing lead time. 

5. A well designed and defined inventory control system. 

6. Strict control over obsolete slow-moving and non-moving items. 

7. Computerize the inventory control system. 

8. By improving the buyer-seller relationship, selecting the right source 

of supply in terms of location, quantity and quality etc. 

9. Surprise check from the top management can play a very    

important role in proper inventory of materials. Employees will 

always remain self-conscious on their parts and will perform their 

duties efficiently. 

 

Back to Basics 

Remember, the cost of storage, cost of shelf life and the cost of money 

along with a risk of expiry are oftenly ignored costs when we indulge in 
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bulk buying. Even currently, dentists are on buying spree for PPE kits 

and pre-booking spree for Hepa Filters, Extra oral Suctions, Negative ion 

generators, fumigators, UV light systems and what not, as if they are 

going to work on with full spree from next day onwards. It is good to be 

planned and prepared but not impulsive and impatient. There has been a 

sudden barging in of guidelines from every association like DCI, IDA and 

individual State Dental Councils along with all individual specialty 

dentistry associations like IPS, IES and so on. The 70-80% content of 

these guidelines might be common but it is the remaining 20-30% which 

makes the difference. Remember these are just guidelines and we have to 

specifically use our own intelligence, wit and wisdom to make a final 

discretion for which to follow finally. However, finer set of guidelines, we 

get, but how strictly we adhere to them is the most important aspect. We 

are not really sure at the moment as to whether we are doing enough or 

are we overdoing them (by following the guidelines).  

For me, another point of contention (I might sound finicky here) as to 

what portion of these guidelines is evidence based?  

We all are living in the world of borrowed knowledge about that invisible 

‘enemy’ and dare I say that, even WHO (World Health Organization) 

doesn’t have full answers to every question till now. The above aspect 

holds true for most of the gadgets in line for buying for dentists. Burning 

a straight hole into your pocket right away when some of them are 

struggling to make ends meet (shocking for me anyways) to realize later 

that these gadgets weren’t required in the first place.  

The problem gets compounded further when many of the star luminaries 

have diverging views on so many aspects and who should the average 

Indian dentist listen to, is the million dollar question?  

Where would the buck finally stop on, no one really can predict that.  
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I strongly believe it is the time to hold your horses, get mentally ready, 

plan out but don’t splurge as of now on these gadgets. While investing in 

your practice is smart, wasting money is not. Impulsiveness might force 

us to jump on to the bandwagon in a FOMO approach only to realize 2 

months down the line that many of these things were quite unnecessary 

and they will be occupying the shelf in our already space starved dental 

clinics to join the illustrious category of those wannabes which we had 

earlier bought but rarely used. In this way, many of our earnings are 

buried in our cupboards in unproductive and seemingly, dead 

investments.  

 

SUMMARY 

There is not even an iota of doubt that economy will be impacted a great 

deal. People just won’t be spending money like they have in the past and 

will be more cautious and conservative. The financial environment may 

increase savings (as the perennial shift occurs from a want based to a 

need based in every significant aspect of life) which might be good for 

individuals but bad for the economy overall. The pertinent point here is 

that instead of splurging handsomely now further on making 

investments in clinic, we devise ways to economically reduce our input 

(costs) so that we have a better carry home output (income). One of the 

practical ways which I have been following even in the pre Covid-19 era 

is doing more work in the clinic for one patient in one sitting. Of course, 

patient comfortability and consent is paramount to that if we plan to give 

a longer than desired sitting to him/her. This nullifies the aspects of 

more expenses per patient. As Indian dentists, many colleagues are fond 

of flaunting and flashing their numbers in their peer groups. A tall claim 

like a dental OPD of 35-40-50 doesn’t impress me much especially when 

coming from a standalone dentist.  
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Can an average dentist actually ‘treat’ more than 8-9 in a day, 

handsomely?  

If No is the answer, whom are we showing our numbers to?  

In coming times, those numbers will have to be mandatorily shunned 

away. We might have to learn to love with the virus especially when if 

seems to have entered our ecosystem and seemingly, social distance 

might be the new norm for all of us.  

 

CONCLUSION 

Every small clinic as well would be requiring bare minimum two 

assistants, one inside the operatory and another in the reception / 

waiting area. The one outside the operatory will assume more importance 

as he acquires the role of a guardian angel for us from all evil forces 

(seemingly) in terms of guiding the patients coming in randomly or by 

appointment. The role reversal trait for each of them will have to be 

acquired pretty quickly assuming one of them is on leave some day and 

staff training by us will play a big role in that. The dentist should set 

aside formal time for staff training, but for that sometimes, being 

ourselves trained is also needed. Sometimes, we need to spend money to 

reduce our overhead like becoming accomplished at newer tricks and 

techniques in practice as the confidence we receive in delivering dental 

excellence will change the treatment mix in our practice. Our investment 

will pay for itself and it can reduce our overhead by increasing our 

production. A dentist won’t have to constantly reinvent the wheel, then. 

Once these systems are in place, every team member is trained so 

he/she can perform the task in the appropriate manner and be 

accountable for the consistent results. By not having systems as 

mentioned above, one is not able to train an individual to be efficient and 

effective, so the overhead increases in such a way when mistakes are 

happening. This is not about understaffing because your team is critical 
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to patient care, patient satisfaction and practice’s success. Most dentists 

don’t have systems, they don’t train teams and their teams can’t, 

therefore, be effective and efficient. It is indeed time for some tough love. 

No one else can save you but yourself. If you don't like what you have, 

make a better choice and enhance your leadership skills for a different 

result. We have to draw a line in the sand and then stand firm on it. 

Dentistry is going to change and our patients will become more 

sophisticated. So, we have to quit whining about our overhead and do 

something about it smartly by creating a plan and making the bold 

decisions, some of them via a tough call. 

 

PARTING NOTE 

As long as people have teeth and gums, there will be dental problems on 

this earth; the priorities might change for people (patients) like ‘this 

summer vacation I am going to Europe might change to I am going to my 

dentist’. It is time for clinics to reset and reboot 2.0. It will require a 

stronger commitment by the dentists themselves to understand 

economics and a slight tweak by the DCI in their revised guidelines of 

2014 vis-à-vis marketing. Also, a strong need for an exclusive Dental 

Insurance policy in India which is the need of the hour, although it is not 

in our hand because common sense says, if costs of dentistry go up, 

Govt. health care services will be seeing a surge in OPD levels but 

whosoever sees health as a priority, will avoid the Govt. setup and I don’t 

mean here that they won't upgrade – but the system is slow and takes 

much more time than us. A common man would be stuck badly, thus, 

this is the opportune time for Dental Insurance in India which can take 

care of both of us (patient and dentist). The same can be set up as a PPP 

model (public private partnership) for trial purpose. The models of 

Western countries are before us, so not much of homework would be 

required but for that the representation and suggestion have to be made 
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to the Govt. 72,000 (1/4th) members of IDA can't do that but 3 lac plus 

(total) dentists of India can surely do that, because the organization voice 

works better rather than individual voices. Insurance brings so much 

parity all around and enhanced standardization in most clinics. We all 

dentists need to become connoisseurs in matters of teeth and be in an 

enviable position as far as comparison with other AYUSH colleagues. 

Why? 

Unless the above is done, Dentistry won’t get its legitimate due in coming 

times.   
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Dear Readers: Important Announcement 

The above article by Dr. Bhavdeep Singh Ahuja has been published in 

2 Parts. 

The above is Part II. 

Check out WJASR Volume 3 Issue 2 March–April 2020 for the Ist 

Part of the above article. 
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