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The control of overhead is a major issue for any practice. Certainly, 
being as productive as you want and need to be is imperative for 
a healthy practice. However, watching your overhead to assure 
profitability is a part of creating and maintaining a healthy practice.  

In this two-part series, the specifics of overhead will be discussed, 
and areas that deserve attention will be outlined.

The ADA, Dental Economics, and the Bureau of Labor Statistics 
report that the average overhead for general practices as well as 
specialty practices is approximately 74%. This is notably higher than 
prior to the Great Recession which began in December of 2007 and 
technically ended in June of 2009. While those are the “technical” 
dates of the Great Recession, the impact of that nose dive in the 
economy was felt for a decade. The Great Recession began with 
the bursting of the 8 trillion-dollar housing bubble and resulted in 
enormous losses throughout the economy due to significant cutbacks 
in consumer spending in all segments of society. This led to chaos 
in the financial market, which translated to drops in business growth 
and stability. These factors led to job losses, high unemployment, and 
payroll reductions. This was the most significant employment decline 
since the Great Depression.

Dentistry was not immune to the impact of the Great Recession.  
People held on to their money. People were losing their jobs—or 
their benefits. If they maintained their job, they were afraid to spend 
their money—so they were holding tight to each dollar. Therefore, 
a dental practice had to make sure that it was doing everything as 
efficiently and as effectively as possible to remain both productive 
and profitable.

 With these economic challenges, a doctor and team must pay close 
attention to each detail of the practice to maintain profitability.  
And while careful attention to detail is required, there is no reason to 
lose faith in the fact that a practice can be productive and profitable, 
and that stress can be controlled. These factors can be established 
and enjoyed. Will this be a “piece of cake”? No. Just as in any 
business—being successful is not a “given”. This takes conscientious 
effort, diligent attention, and focused energy. If you choose to apply 
effort, attention, and energy to the profitability of your practice, you 
and your team members will have more financial stability. This is 
good. If you don’t, you may find that financial stress will infiltrate your 
life and the lives of your team members. Not good.
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Stress is a major source of physical, emotional, and psychological 
debilitation within the profession. Having trouble paying bills at the 
end of the month; or having trouble paying taxes; or not being able 
to give well-deserved raises to team members can produce stress. 
This can produce a sense of frustration or even failure. That sense 
of failure leads to a low sense of self-esteem—feelings such as, “I’m 
not good enough, I’m not productive enough, I can’t do the things 
for my people that I want to do”, etc. This becomes a vicious cycle.   
Negativity saps energy. It’s a part of a vicious cycle and needs to stop.  
Nothing good comes from negativity but an even deeper dive into 
poor performance. Stop that cycle by deciding to turn things around.  
And begin now. The choice is yours.

WATCH OVERHEAD
It is important to watch overhead and learn about budgeting. Very 
few practices have ever developed a true budget—and, then, stuck 
with it. However, as a business, having a budget makes good sense. 
Since knowledge is power—this is a good place to get a clear picture 
of where you are and what you need to do to move toward greater 
profitability and financial health.

In any business, including a dental practice, there are major and minor 
overhead items. Here are the industry standards for these entities. I’m 
including a broad range which will take into account large and small 
practices and the various specialties. 

Major Overhead Items:
Staff Salaries:   
  Salaried staff: 10-15% (assistants and business administrators)
  Hygiene: 6-10%
  Matching Payroll: 2% (check with your accountant)
  Benefits: 2-5%
  (Ideal gross salaries should range between 20-23%. Add into that   
  the matching payroll and statutory and fringe benefits. Investment  
  in team will be the largest investment in overhead—ranging between  
  25-30%.)
Building costs: 3-11% but ideal is 5-6%
Lab: 9-10% (If you have a CAD-CAM unit, supplies are included in Lab)
Supplies: 7-9%  
Marketing: 4-6% (internal and external)
Equipment: 3-5% (purchase and/or upgrade)

Major Overhead TOTAL: Ranges between 48-68% (Ideal around 50%)
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Minor Overhead Items:
Office and Administration: 6%
  (office supplies, licenses, dues, postage, telephone, business insurance)
And all other minor overhead expenses, such as accounting, laundry  
  and uniforms, continuing education, professional fees, legal fees, etc.  
  fall under Minor Overhead.

Minor Overhead TOTAL: should range between 10-15%

------------

Total overhead could range between 58% and 83%.

------------

Now, let’s agree that the 83% is unacceptable!!! That is the high range 
of all factors, leaving only 17% for doctor’s salary, compensation, and a 
margin of profit for an emergency fund. UNACCEPTABLE. (Unless this 
is your first day of practice and you haven’t made a dime yet!!)

At Jameson Management, we make effort to move our practices to a 
65% overhead—or less. Thus, achieving a minimum of a 35% margin 
or better.  

Some of you may find that the 83% is very close to what you are 
experiencing right now.  

Well, let’s start moving toward more profitability. In the second article 
in this two-part series, I will define 14 reasons why profitability slips in 
a practice and give the reader guidelines of what to watch for to turn 
profit loss into profitability!

cathy jameson, phd is the founder of Jameson Management, Inc. and is the CEO and president of JC Educational 
Services, Inc. a lecture, coaching, writing, and seminar organization.  She has lectured throughout the USA and in 
30 countries. She and her team of consultants have coached over 2500 clients and practices to outstanding levels 
of success while finding joy and fulfillment in their work and in their lives. Her recent book, Creating a Healthy 
Work Environment, focuses on her two decades of personal coaching in businesses and her doctoral study of 
management where she focused her research on the impact of leadership on the workplace. Cathy is an acclaimed 
author, speaker, and workshop leader. She has been honored as one of the top 25 women in dentistry, a Lifetime 
Achievement recipient from the American Academy of Dental Office Managers as well as from Excellence in 
Dentistry, and has been honored by her alma mater, Oklahoma State University as a Distinguished Alumna. She is a 
contributor to the ADA panel on practice management in the areas of teamwork and finance and has had over 1000 
articles published. Order Cathy's book, Creating a Healthy Work Environment at www.jamesonmanagement.com 
and Join Cathy on her blog at www.cathyjameson.com.  
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