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Definition

Measuring staff cost as a percentage of revenue
determines how much of the practice’s total income is
used to pay team members, including wages, bonuses,
and payroll taxes. This is an important metric to monitor
the practice’s financial health.

Impact

Aveterinary practice’s largest expense is payroll.
Corrective action may be necessary if staff costs are too
high or too low (eg, too high may indicate team members
are overpaid or the practice is overstaffed; too low may
indicate team members are underpaid or the practice is
understaffed). To correct costs that are too high, consider
increasing caseloads or adjusting price structures to
increase overall revenue rather than reducing staff. (See
Improving Team Member Costs.)

Application

The practice’s bookkeeping software holds revenue
information as well as staff costs. Generate a report that
will show the percentage of staff costs in relation to
revenue (eg, if staff costs are $30 000 and practice
revenue is $100 000 over a specific period of time, then
staff cost is 30% of revenue).

Target
The average nonveterinarian team member salary expense
as a percentage of total income is 22.2%." Staff cost should

be evaluated monthly, quarterly, and annually. It is
important to be aware of changes and to gain long-term
knowledge of the numbers. Revenue fluctuates, so a longer
time frame may be needed to analyze trends.
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Improving Team
Member Costs

Monitor payroll (ie, the practice’s largest
expense) for a set time period.

Identify opportunities (eg, increasing caseloads,
adjusting price structures) to increase revenue.

Develop and use a budget to guide decisions.
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