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Managing your Dental Practice Better 
with a few Rules of Marketing - PART – XVII

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

80/20 Rule to almost anything, 
from the science of management 
to the science of the physical 
world around us. 

Further simplifying, 20% of our 
inventory on hand occupies 80% 
of our storage space. Similarly, 
80% of our stock comes from 
20% of our dental dealers. At 
the same time, it is also likely 
that 80% of our revenues will 
be the result of work done on 
20% of patients. And 20% of 
our staff will cause 80% of our 
problems, while another 20% 
of our staff will deliver 80% of 
the entire work of the clinic. 
The formula appears to work in 
both directions. The universal 
application of Dr. Juran’s 
principle makes it one of the 
most useful concepts and tools 
of modern-day management. 

How Pareto’s Principle can 
help us in Dental Clinic
The value of the Pareto 
Principle in management is in 
reminding us to stay focused on 
the “20% that matters”. Of all 
the tasks performed throughout 
the day, one could say (based 
on Pareto’s Principle) that 
only 20% really mattered. 
Those tasks in the 20% very 
likely will produce 80% of our 
results. Thus, it is critical that 
we identify and focus on those 
things. When the chock-a-block 
schedules surrounding the 
“crisis of the day” begins to eat 
up our precious time, we have 
to constantly remind ourselves 
of the critical 20% we need to 
focus on. If the busy schedule or 
anything in the list of activities 
and action items remains 
incomplete due to any reason 
or has to fall by the wayside, 
undone, we have to make sure 

it isn’t listed in that critical 
20%. 

Pareto's Principle serves us as 
a reminder to us to stay focused 
on investing 80% of our time 
and energy on the 20% of work 
that is really important. 

So, bottom line is that, it is not 
just important to “work hard” 
and “work smart”, but also to 
work smart on the right things. 
An 80/20 mindset helps us stay 
focused on our strategic plan 
and spend less time chasing 
endless new opportunities.

Many studies have also 
shown that Pareto Principle 
is exponential. Applying this 
in our dental clinic set-ups, 
within that initial 20%, the 
80/20 rule also exists. It means 
that the top 20% of the top 
20% of your patients or the 
top 4% overall represent 64% 
of our sales (calculated as 80% 
times of 80%). We now have a 
distribution in which the top 
4% of our patients account for 
64% of our revenue. So you can 
find more patients like them 
and importantly, the Pareto 
Principle scales to the third 
power and fourth power and 
so on when the numbers are 
great enough. This theory has 
been compounded further by 
American online marketing 
strategist, entrepreneur 
and author of several books, 
Perry Marshall. In his book, 
“80/20 Sales and Marketing”, 
he succinctly explains the 
exponential power of the Pareto 
Principle and the ways to apply 
it to the business to quickly 
grow sales and profits. Via this 
principle, he has explained the 
principle to get patients to call 
you, how to use the 80/20 rule 
to hire the absolute best talent 
and to use the rule to generate 
the maximum value and profits 
from our patients. 

exponential properties and 
finally unleashing them to get 
a yield on its full potential. The 
80/20 rule sounds like statistics 
and in some ways it surely is. 
The good thing about the 80/20 
rule is that you don’t have to 
understand statistics to be a 
believer. Yes it has foundations 
in economics and yes, it was 
“proven” using statistical 
analysis by Mr. Pareto, but it 
is not meant to be understood 
only by economics professors. 

As Pareto demonstrated with 
his research this “rule” holds 
true, in a very rough sense, 
to an 80/20 ratio, however, 
in many cases the ratio can 
be a lot higher and 99/1 may 
actually be very closer to the 
reality, sometimes. The biggest 
factor that stops most people 
from working towards their 
real goals and chasing their 
dreams is fear. Fear of the lack 
of security of a fixed income, the 
reduced footfall of patients in 
the month and of the uncertain 
future keeps people locked into 
routines that are not satisfying 
professionally either. That path 
leads to constant frustration, 
sadness, depression, poor 
health and low income. Don’t 
let fear of losing the patients 
be the reason for not achieving 
your goals. Stop, reassess your 
strategy and temporarily forget 
the money equation somewhat 
long enough so you can think 
and plan without worrying 
about finances and make 
plans to move towards your 
80/20 plan of action activities. 
Maximize what you are good at. 
Find the activities that produce 
the most results for you and 
your clinic and put your energy 
where the big rewards lie.

Coming back to the most 
common mistakes of pricing, 
Part (c) – Not charging 
according to brand value: 
Sometimes, we think that 
we gave our ‘new’ patient the 
lowest possible price much 
lower than the prevailing 
market price, but still that 
‘new’ patient didn’t turn up. 

for our higher priced neighbour. 
Don’t underestimate the 
patients in your area these days, 
they are way smarter and do 
their homework before getting 
any big job done, be it taking 
the help of Google ‘Uncle’ or a 
second, third or fourth opinion 
testing the temperament of the 
practitioners along with their 
‘rates’. 

We will quote an example here: 
my family and me (Second 
author, Dr. Vandana Dhameja) 
used to go to a nearby 
restaurant that had really good 
food and amazingly low prices, 
but a long waiting time. I often 
wished they would raise their 
prices a bit so we didn’t have 
to wait 40-45 minutes or more 
to get a table and to tell you a 
hard cold stern fact, presently 
that restaurant no longer exists 
as it went out of business. 
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We discussed in the Part 
XVI (last issue) under 

the most common pricing 
mistakes, Part (c) “Not 
charging according to brand 
value” regarding the Pareto 
Principle given by the Italian 
economist, Vilfredo Pareto, 
who created a mathematical 
formula describing the unequal 
distribution of wealth, he 
observed and measured 
in his country. In the late 
1940s, Dr. Joseph M. Juran, a 
Quality Management pioneer, 
attributed the 80/20 Rule 
to Pareto, calling it Pareto's 
Principle. Working in the US 
in the 1930s-1940s, Dr. Juran 
recognized another universal 
principle, which he called “the 
vital few and trivial many.” 

The 80/20 Rule herein means 
that in any set of things (staff, 
patients etc.) a few (20%) are 
vital and many (80%) are 
considered trivial. Applying 
Pareto's principle, roughly 
20% of the patients dominated 
the 80% of the clinic’s cash 
collection in a month. Applying 
Juran's principle, 20% of 
patient problems are significant 
in causing 80% of mental agony 
and tensions in a dentist’s life. 

Dr. Bhavdeep Singh Ahuja Dr. Vandana Dhameja
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It’s a well-known theory that 
20% of any work (usually the 
first 10% and the last 10%) 
consume 80% of the time and 
resources. We can apply the 
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We have to manage all this 
very smartly whilst working 
smartly on the right things. It is 
not only important to do things 
right, but also to ensure that 
we are doing the right things. 
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Have we ever wondered 
why? 
Sometimes, the truth is that 
the new patient did like us, 
our set up and our dealing and 
our behaviour, but may be they 
wanted the best, so they went 
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 We will quote another example 
here of a restaurant which 
my family (First author, Dr. 
Bhavdeep Singh Ahuja) visited 
twice. The restaurant had a 
pretty good ambience, excellent 
theme, satiating food and a 
great service (partly because it 
was newly opened as well). The 
only drawback I felt was that 
the pricing of the food in the 
restaurant was on the higher 
side considering the location of 
the restaurant, a colony which 
housed lower to upper middle 
class people in the vicinity. 
On both occasions we visited, 
we found the table with ease, 
since it was newly opened and 
as I mentioned the reason of 
pricing (it hadn’t taken a flying 
start). The restaurant owing 
to every delightful service 
it was providing had high 
running costs, so it couldn’t 
sustain and in less than a year, 
it closed down and sold to a 
third party as is and where 
is. At the same place, a new 
restaurant which named itself 
as a ‘Dhaba’ opened up with the 
same ambience, exactly same 
theme, same staff and identical 
furniture as well (because it 
was sold as it is and name wise, 
of course, there was nothing of a 
road side Dhaba inside it). The 
only thing which changed was 
the food menu (changed to Pure 
Vegetarian) and the pricing. I 
and my family went there last 
week on a weekday (our 5th or 
6th visit in the upscale ‘Dhaba’) 
when usually restaurants are 
never full and we had to wait 
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Broadly, it is out of our 
current preview of the Practice 
Management topic we are 
dealing with right now, but 
summarizing thus the Pareto 
Principle or 80/20 rule is an 
extremely powerful tool, when 
properly applied for growing 
any business or even our 
clinic set-ups. The key lies 
in knowing how and when to 
apply it and leveraging its 
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for 20 minutes to get a table. 
Of course, the taste has never 
changed and is amazingly great 
since the chef is also the same 
since the beginning. 

What do you think; pric-
ing had got something to 
do with both of the above 
examples? 
d. Underestimating real costs: 

Professional business goes 
under when they run out 
of money. The research on 
how they run out of money 
is confusing and ambiguous 
and there are rarely single 
identifiable causes. Still, 
we strongly believe that 
they underestimate the real 
costs. We talk a lot about 
gross margin in business 
analysis. That is your 
selling price minus your 
direct costs. So, if you buy 
any material for Rs. 400 and 
sell it for Rs. 1000, then the 
gross margin is Rs. 600, and 
your gross margin percent 
is 60%. Unfortunately, 
focusing just on gross 
margin isn’t enough. Aside 
from the Rs. 400 we paid for 
that material, there are all 
those other expenditures, 
including the rent, salaries, 
electricity and water bill, 
marketing costs and lots 
of hidden costs, like the 
taxes etc. plus investments 
for the next year plus a big 
INDIRECT cost, i.e., our 
expertise which is so very 
hard earned and we tend 
to forget to charge it duly. 
We call all that overheads 
and it is sad, because a lot 
of young practitioners forget 
about it all the way to the 
business grave and run 
out of money leading their 
way to bankruptcy. In the 
article in March 2018 (Part 
XV), there was a mention 
of the concept about Chatti, 
Hatti & Khatti/Watti. The 
youngsters have to realize 
this that they should aim 
for their brand creation 
and not just fulfilling the 
running costs because in 
this cut throat competitive 
world, the early you carve 
your niche and set a 
benchmark in service and 
delivery, the earlier you will 
become differentiated from 
the crowd and reap richer 
dividends later.

e. Pricing based on costs and 
not patients’ perceptions 
of value of our clinic: 
Prices based only on costs 
invariably lead to one of the 
following two scenarios: 

sector of patients in order to 
capture the additional value 
created for these segments.

h. Dentists keep on working 
for same prices for too 
long: Most dentists fear the 
uproar of a price change 
from patients and fear of 
losing them and put it off 
as long as possible ignoring 
inflationary changes. 
However, dentists working 
in sync with changing times 
accustom their patients to 
frequent price changes which 
are anyways needed for 
updating and upgradation 
in clinics. People’s choices 
and technology both change 
radically in a short period 
of time, thus it is important 
to recognize that the value 
proposition of the options 
available in dentistry 
changes a great deal along 
with shift in the technology 
and we should adjust our 
pricing to reflect these 
changes both to us and to 
the patient.

Dear Peers and Friends, we 
would be continuing with the 

most common pricing mistakes 
followed by guidelines on how 
to correctly price your services 
under the heading Rule No. 15 
(charge your worth) in the next 
issue. 

Don’t Miss it…….!!!!

(To be Continued)
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f. Most of time and energy 
spent on least profitable 
patients: Most dentists do 
not even know who their 
most profitable patients 
are. As per Pareto principle, 
whilst 80% of a clinic’s profits 
generally come from 20% of 
its patients, a careful review 
of the data often will show 
surprises, since a clinic’s 
largest patients are often 
only marginally profitable. 
Failure to identify and focus 
on their most profitable 
patients leaves clinics 
undefended against wilier 
competitors. Such failure 
also deprives the dentists 
of the loyalty that more 
attention and better service 
would provide. It can also 
mean that the clinic cannot 
actively seek out more of 
these profitable patients 
because they had identified 
or profiled them. 

g. Dentists fail to segregate 
/ segment their patients: 
Patient segregation 
is differentiated by 
the patients’ different 
requirements for different 
services. The value 
proposition for any service 
is different in different 
market segments because 
of India’s demography 
and the dentist’s location 
and situation, so the price 
strategy must reflect 
that difference surely 
and positively. The price 
realization strategy should 
include options that 
demarcate that particular 
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