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15. Rule No. 15 
(Continued): Charge your 
worth or you slowly become 
worth of what you charge

it’s just a simple classification 
to distinguish the more tedious 
and the less tedious ones. 
Apologies if any one felt hurt 
by the same. 

Setting a price that is too high 
or too low will, at best, limit 
your own expansion and growth 
plans. At worst, it could cause 
serious problems for your sales 
and cash flow. If the pricing for 
your services doesn't cover all 
your costs, your cash collection 
will be cumulatively negative, 
you will exhaust your financial 
resources and your clinical 
practice will ultimately fail. 
Established clinics can improve 
their profitability through 
regular pricing reviews. 
Though pricing strategies can 
be very complex sometimes, the 
basic rules of pricing are pretty 
much straightforward:

1. All pricing of your clinical 
services should minimum 
cover all costs and profits.

2. The most effective way to 
lower your prices is to lower 
your costs because you can’t 
control the output, but you 
can definitely control the 
input.

3. You have to keep reviewing 
the prices frequently to 
assure that they reflect 
the dynamics of cost and 
fulfill the primary aim of 
any business -  to see a 
flourishing of achieving 
profit objectives.

4. Prices must be established 
to ensure proper sales and 
productivity.

If you are starting a new set 
up of clinical practice, carefully 
consider your pricing strategy 
before you start and don’t just 
stoop to the worldly pressures 
of keeping prices ultra-low to 
kill competition. We are not 
sure about the competition, 
but you can surely kill yourself 
with such a timid approach. 
Before setting the pricing in 
your clinic, you have to know 
the costs of running your 
clinical practice. To determine 
how much it costs to run your 
clinic, kindly do include rental, 
any property or equipment 
lease, cost of EMI or loan 
repayment, cost of inventory, 
cost of materials, any financing 
costs from parents or any 

other, salaries and wages etc. 
Never forget to add the costs 
of markdowns (discounts), 
shortages, damaged, expired 
or wasted materials, cost of 
small utilities and your desired 
profits (of course, decent 
ones) to your list of operating 
expenses. When setting your 
prices, you must make sure 
that the price and sales levels 
you set, will allow your clinic 
to be profitable from day one. 
You must also take note of 
where your services stand 
when compared with your 
competition (not necessarily 
comparing with an established 
one). The single most important 
RULE is to ALWAYS add profit 
in your calculation of costs. 
Treat profit as a fixed cost, like 
a loan payment EMI or salary/
wages, since none of us is in the 
clinical practice to just break-
even in the final financial 
analysis. One thing you need 
to remember is that, we don’t 
have to recover our COSTS, but 
recover our VALUE (skill and 
worth) as well.

make sure  that we don’t start 
adding the costs of small trivial 
things in small jobs done in our 
practice. 

Now imagine a scenario, for 
example, a plumber, the cost 
for a plumber to fix a burst 
pipe at a customer's home 
may be Rs. 50 for visit costs, 
materials costing Rs. 100 and 
labour at Rs. 100 (the labour 
should include his profits also). 
However, the value of the 
service to the customer who 
may be having water leakage 
all over his house is far greater 
than the Rs. 250 cost, so the 
plumber may decide to charge 
a total of Rs. 500 and the 
customer will also be happily 
ready and willing to pay that 
cost to minimize the damage at 
the earliest. The above example 
is to exemplify that you can add 
even a double profit to a few jobs 
in clinic and not necessarily 
add fixed percentage in every 
job proportionately as will be 
clear in a canopy generator 
example we are going to give 
below. Hence, the pricing 
should be in line with the 
value of the benefits that your 
clinic or business provides to 
its patients, while also bearing 
in mind, the prices prevalent 
in the market or saying, in 
crude language, what your 
neighbouring competitors 
charge. Sometimes, pricing 
decisions require time and 
market research and they 
also vary from one clinical 
set up to another because of 
fixed and variable costs, but, 
unfortunately, the strategy of 
many dentists is to set prices 
once and then "hope for the 
best." However, such a back-
footed policy risks profits that 
are elusive or not as high as 
they could be.

To maximize your profitability, 
we have to find out:

1. what benefits our patients 
gain from using our services

2. the criterion our patients 
used for selecting us in their 
decisions – for example, 
word of mouth referral, 
convenience or reliability

3. what value our patients 
place on receiving the 
benefits we provide

4. Wherever possible (intricate 
procedures), set prices that 
reflect the value you provide 
– not just the cost.

Pricing decisions once made 
must be reviewed as and when 
the need arises, so if one may 
ask, when is the right time to 
review the prices? 

You may do so if:

1. You introduce a new product 
or a service;

2. Your costs change due to 
any reason;

3. You decide to enter a new 
competitive market zone;

4. The general prevalent 
pricings in market change;

5. The economy experiences 
either inflation or recession;

6. Your sales strategy changes; 
or

7. Your patients are getting 
more value for money 
because of your unique 
services.

Pricing Basics
Every clinical practice needs to 
cover its costs in order to make 
a reasonable profit. Working 
out your costs accurately is 
an essential part of working 
out your pricing. To price your 
services, you need to get familiar 
with the pricing structures, 
especially the difference 
between margin and markup 
(discount). When you set a 
price, it must be higher than 
the variable cost of providing 
your services. Each sale will 
then make a contribution 
towards covering your fixed 
costs and making profits. 
As mentioned earlier, every 
service must be priced to cover 
its fixed costs, a proportionate 
share of overhead (fixed and 
variable operating expenses) 
and a more than decent profit. 
Factors such as high overhead 
expenses (particularly when 
renting in a prime location or 
main market or a shopping 
center), other factors like 
change in expenses due to 
change in market scenario or 
rise in costs or employee status 
will all affect the final pricing.

Overhead Expenses
Overhead expenses refer to all 
non-labour expenses required 
to operate your clinical practice. 
These expenses are either fixed 
or variable:

 Fixed Expenses: No matter 
what the volume of sales in 
clinic is, these costs have 
to be met every month. 
Fixed expenses include rent 
payments, depreciation 
on fixed assets (like clinic 
equipment and furniture), 
salaries and wages, 
corporation licenses, bio-
medical waste authority 
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Now the most trivial question 
that props up is how to charge 
what you are worth. The 
pricing you charge for your 
clinical services is one of the 
most important technical 
decisions you will ever make in 
your practice. The first thing 
we have to remember is that 
we are not shopkeepers who 
sell products or, in our case, 
dental materials. We have seen 
many fellow colleagues arguing 
with patients and vice versa, 
too, about materials being 
expensive as the reason for the 
high cost of dental treatment 
and a few even going to the 
extent of explaining to the 
patient about the break-up of 
treatment charges making the 
materials appear inflationary 
and being responsible for 80% 
of the cost of the job or process, 
they finished. We would say 
that is a wrong approach to sell 
your self. Please remember, the 
bottom line is that we sell our 
SKILL via our services and not 
our dental materials which we 
use in our clinical practice. No 
matter what type of services you 
sell (technical or non-technical) 
depending upon urban or rural 
set up, the price you charge 
your patients will have a direct 
effect on the success of your 
clinical practice. The above 
mentioned technical (skilful) or 
non-technical (routine) in our 
language means skilful services 
like implantology, surgeries, 
viz., apicoectomy, impactions, 
etc., rotary endodontics 
or routine services like a 
restoration (filling), normal 
extractions, prophylaxis 
(scaling and polishing). We 
don’t want to hurt or demean 
any of the above mentioned 
services by categorizing them 
into technical or non-technical; 
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Knowing the difference between 
cost and value can always 
increase your profitability:

1. The cost of your service is 
the amount you spend to 
produce it

2. The price is your financial 
reward for providing the 
service

3. The value is what your 
patients believe the product 
or service is worth to them

But then having said 
that above, please always 
remember, that the patient has 
come to you for teeth and your 
service and not for the cost of 
your materials. For example, as 
they say, you go to a restaurant 
to eat food and if you just order 
for one chapaati (Indian bread), 
they won’t include the grams 
of wheat or flour or water or 
the time and energy to knead 
the same and then the cost of 
flame or heating used in that 
one chapaati because if they 
will start doing that, that one 
chapaati which is roughly 
priced @ Rs. 10 in a normal 
restaurant will have a landing 
cost of Rs. 100 with profits. 
So, in certain costing, you 
don’t have to take the literal 
cost, especially small targeted 
work. The above example is to .....Continued on pg.22
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payments, electricity bills 
(these can be considered 
variable depending upon 
AC usage in summers vs. 
no usage in winters, but 
some portion is surely the 
fixed cost or a monthly 
commitment, you can 
say), water and sewerage 
bills, telephone bills, 
house tax, property tax, 
other liabilities, utilities, 
association membership 
dues, subscriptions, 
accounting costs and other 
misc. costs. These expenses 
do not change, regardless 
of whether a clinic's cash 
collection goes up or down.

 Variable Expenses: Most 
so-called variable expenses 
are really semi-variable 
expenses that fluctuate 
from month to month in 
relation to sales and other 
factors, such as advertising 
and promotions, electricity 
bills, water and sewerage 
bills, telephone bills (as 
mentioned above, some 
portion of the same is 
fixed and some variable 
depending upon seasonal 
variation w.r.t. usage), 
house tax, property tax, 
increased demand and need 
for more dental materials in 
NRI season and increased 
rates deliberately by 
vendors sometimes in the 
garb of backend price raise 
by companies, which usually 
is a cover up to black market 
the same. When estimating 
variable expenses, use an 
average figure based on an 
estimate of the yearly total.

We will simplify it for you guys 
by quoting an example here. A 
Generator dealer agency has 
variable costs of Rs. 2,00,000 
per Canopy Generator (silent 
version) sold and total fixed 
costs of Rs. 10,00,000 a month 
(showroom maintenance and 
salaries/wages and bills etc.) 
that must be covered. If the 
company sells 100 generators 
each month, it needs a 
contribution towards the fixed 
costs of at least Rs. 10,000 
per generator (Rs. 10,00,000 
divided by 100) to avoid making 
a loss. Using this structure, you 
can assess the consequences of 
setting different price levels:

1. If the generator dealership 
sells generators at less than 
Rs. 2,00,000 (the variable 
cost per generator), it makes 
a loss on each generator it 
sells and does not cover any 
of its fixed costs or even the 
variable costs.

2. Selling 100 generators at 
Rs. 2,00,000 means a loss 
of Rs. 10,00,000 per month 
as none of the fixed costs 
are covered (however the 
variable costs are covered).

3. Selling generators at Rs. 
2,10,000 results in breaking 
even, assuming the target 
100 generators are sold 
(100 contributions of Rs. 
10,000 per generator = Rs. 
10,00,000, i.e., the fixed 
costs).

4. Selling generators at Rs. 
2,20,000 results in a profit, 
assuming 100 generators 
are sold (100 contributions 
of Rs. 20,000 = Rs. 20,00,000, 
i.e. Rs. 10,00,000 profit over 
the fixed costs).

5. If more or fewer than 100 
generators are sold, profits 
are correspondingly higher 
or lower at this pricing.

year and also, no change on 
fluctuation of dollar prices 
on dental materials. In this 
case, we act like a wholesaler 
who usually buys greater 
quantities than a retailer, 
which results in purchasing 
at a lower unit price. The 
wholesaler then profits from 
a greater volume of sales 
of a product priced lower 
than that of the retailer. We 
have lower costs as we have 
purchased at a lower cost 
and can stock and sell as 
and when we want. Demand 
pricing, however, is difficult 
to master because for this 
the demand estimation of 
materials used has to be 
perfect otherwise we have in 
a way blocked our finances 
which could have earned 
a rate of interest and also 
carried the risk of expiry of 
the materials bought along 
with the cost of storage 
(space wise and commodity 
wise). The expiry aspect 
is usually taken care of 
as at the Exhibitions like 
Expodent, we usually get 
fresh stock and long expiry 
dates, but even then, we 
have to and must correctly 
calculate beforehand what 
our most used materials 
are and how many units we 
require in whole year for the 
same.

3. Competitive Pricing: 
Competitive pricing is 
generally used when there 
is an established market 
price for a particular 
product or service. If the 
average market price for 
a restoration is Rs. 1000, 
which is what you should 
charge. Keeping the same 
at Rs. 900 won’t fetch you 
many patients and if you 
think that way, you are 
badly and sadly mistaken. 
Competitive pricing is used 
most often within markets 
with similar services and 
service providers and 
those that are difficult to 
differentiate from another. 
In an otherwise market 
scenario, if there is a major 
market player, commonly 
referred to as the market 
leader that premise will 
often set the price that 
other, smaller ones within 
that same market will 
be compelled to follow or 
keep lower than that. To 
use competitive pricing 
effectively, we have to 
know the prevalent market 
prices and then figuring 
out our optimum price and 
decide; based on direct 
comparison, whether we 
can defend those prices 
(high or low) we have set. 
If we wish to charge more 
than our neighbours or the 
prevalent average market 
price, we should be able to 
differentiate to be able to 
make a case for a higher 
price, such as providing 
better services etc. (As 
discussed in detail in Rule 
No. 13: Differentiation in 

Part 10–Part 12 of this series 
in October-December 2017 
Edition). Before making a 
final commitment to your 
prices, make sure you know 
the level of price awareness 
within the market. If you 
use competitive pricing to 
set the fees for a particular 
service, be aware that 
unlike a situation in which 
several service providers 
are providing the same but 
the services vary widely 
from one clinic to another. 
Hence, you can charge 
bigger remuneration for 
a superior service and 
still be considered much 
competitive within your 
market.

4. Markup Pricing: This 
pricing is avoided in our 
field, but there are certain 
market scenarios where 
both patients are used to 
bargaining and dentists also 
resort to providing discounts 
willfully. A markup 
(discount) is calculated by 
adding a set amount to the 
cost of a particular service 
or a product, which results 
in the price charged to 
the customer (in our case, 
patient). For example, if 
you want to keep the cost of 
a particular service at Rs. 
900 and your selling price at 
Rs. 1200, the markup would 
be Rs. 300 @ 25% discount. 
At the cost of repetition, 
we would say again that 
ethically this pricing should 
be AVOIDED in clinical 
setups.

pricing tactics and various 
ways and means to price your 
services so that it is a win-win 
situation for all. 

Don’t afford to miss this 
one…….!!!!
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As told in the plumber example 
and what the above example 
also tells you is that, the 
Generator company is looking 
to compensate its fixed costs 
by selling the prime product or 
the flagship product (Canopy 
Generator). It is not going to 
add that desired percentage 
of recovering fixed costs to its 
products of smaller revenue 
like engine oil or spare parts, 
etc. Similarly, we should pick 
and choose the prime services 
(expensive), which we sell the 
most, are highly priced which 
should compensate our fixed 
costs rather than adding small 
percentage in every small little 
job we do.

Prices are generally established 
in many ways, or precisely the 
four well known below written 
ways:

1. Cost-Plus Pricing: Many 
clinics use a cost-plus 
pricing method. The key to 
being successful with this 
method is making sure that 
the "plus" figure (profit) not 
only covers all overheads but 
generates the percentage of 
profit you require as well. 
If your overhead figure is 
not accurate, you may risk 
profits that may be too low 
and are further bound to 
suffer, if the patient turn-
out is low. 

2. Demand Pricing: Demand 
pricing is determined by 
the optimum combination of 
volume and profit. Products 
usually sold through 
different sources at different 
prices – retailers, discount 
chains, wholesalers or 
direct mail marketers are 
examples of goods whose 
price is determined by 
demand. 

 In our case, an optimum 
example would be bulk 
purchasing of dental 
materials (usually most 
used materials and not the 
whole stuff) at Expodent 
Delhi, Mumbai, Kolkata, 
Bengaluru, Zirakpur etc. 
depending upon the place 
closest to us. The bulk 
buying usually offsets the 
price raise and variations 
(usually uphill only) for 
the whole year, decreases 
the dependence on dental 
dealers throughout the 
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Folks, continuing with Rule 
No. 15 in the next issue, we 
would be taking up other 
aspects of charges and pricing 
particularly the Cost vs. Value 
Based Pricing, building up 
a pricing strategy, different 
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Join hands with Oral Cancer Foundation (OCF) for 
prevention of oral cancer.

Get your clinic certified as a SPOT Centre | Visit: www.ocf.org.in or 
call on 022 43434545

Transform your dental clinic into a specialized ‘Spot Prevent Oral Cancer Trauma  
(SPOT) Centre’ for early cancer detection. 

Spot Prevent Oral Cancer Trauma 
(SPOT) Centre
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