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Dental corporates abroad and the UK dental market

E. O'Selmo!

Key points

Gives an overview of dental corporates in the US
and Australia.

Provides details of the benefits and harms brought by
dental corporates in the US.

Provides information on the current UK dental
landscape regarding dental corporates.

The UK government opened NHS dentistry to competition in 2006. By 2015-2016 just over three quarters of NHS contracts
were held by non-corporate providers with corporate contracts, on average, having a lower £:UDA (unit of dental activity)

value and higher UDA targets than non-corporate contracts. The corporate market share continues to expand through

inorganic and organic growth and new financial backers are entering the arena. It is not known how these changes will

affect the profession though inspiration can be drawn from overseas markets. In this article | aim to provide an overview of

the dental corporate market in the USA and Australia as well as some insight as to how the sector stands in England.

Introduction

In the UK, corporate providers operate in
care sectors including pharmacy and social
care with consolidation and corporate growth
bringing changes to these areas and profes-
sions. Some changes are positive but there
are accusations that corporate entry and/or
growth has reduced professional autonomy, is
leading to increasingly deskilled professions
and, in some cases, affecting patient services.'*
While the cost of services may be reduced in an
open market, competition between providers
to win contracts on a lowest-cost basis has, in
some instances, driven down the quality of
care to the ‘minimum quality level allowed’
with it being acknowledged that the system
‘incentivises poor care, low wages and neglect,
often acting with little regard for the people it
is supposed to be looking after’’
Corporatisation of both pharmacy and social
care in the UK is arguably more developed
than dentistry and looking at these sectors
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can provide indications as to how corporate
investment can affect the dental landscape
while looking at dentistry itself could further
knowledge. Corporate dentistry is growing
in nations including the US and Australia
and this paper looks at corporate dentistry
in these countries. The corporate dental field
in the US is more mature, and therefore has
been more widely examined, while recent
legislation (2010) provided opportunities for
non-dentists and/or corporate entities to own
dental practices in Australia® making their
market less developed.

This paper is the second in a series aimed
at providing context and developing an
understanding of dental corporates and their
impact on UK dentistry. The first in the series
examined the development of DBCs in the UK
and the role played by the BDA. This paper
reviews the corporate market abroad and in
the UK and is one of the few papers reviewing
the corporate dental markets.

The United States

In the early 1990s, 91% of dentists in the US
owned or shared ownership of their practice
with 67% of dentists being solo practitioners.
By 2012 the percentage of owner practitioners
had fallen to 84.8% and that of solo practition-
ers to 57.5%. In 2007 the number of dental

sites controlled by multiunit dental companies
increased by 49.0% to 8,442 with the number
of offices being controlled by firms who own
more than ten practices increasing by 2,852
between 1992 and 2007 (Fig. 1).” Some econo-
mists expect corporate dentistry to continue to
grow, others predict that the market share has
plateaued, or will reach a plateau, at or about
20-25%.*

Drivers of the increase in corporate dentistry
in the US include economic and social aspects®
with influencing factors including the pri-
orities of dental graduates, legislation and
the corporates themselves. A combination of
financial constraints, a fall in the utilisation
of oral healthcare and inadequate govern-
ment reimbursement has challenged existing
dental practices and made it increasingly
difficult for recent dental graduates to find
employment with them. Dental manage-
ment companies (DMCs), and other similarly
termed entities, have identified an opportu-
nity and offer business models designed to
allow dentists to earn while providing care
to various population groups. This model is
broadly referred to as corporate dentistry.® In
the US the term corporate dentistry does not
have universal meaning and refers to a variety
of practice modalities where management
services are provided. In many cases dentistry
practice services are provided by a third party
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organisation funded by for-profit investors
that are not directly engaged in clinical dental
practice or dentists. The involvement of a DMC
can vary from providing or administering
management services to, in practice, owning
the clinics and having complete control over
operations including clinical aspects.®'* The
latter has been highlighted as a problem as
many American states do not allow dentistry
to be practised by a non-dentist and the leg-
islation covering this also prohibits a non-
dentist corporation from receiving fees for
providing dental services that are in the scope
of practice of a licenced dentist.*® For profit
entities backing dental chains in the US include
Morgan Stanley (Big Smiles), Valor Equity
Partners (All Smiles) and Friedman Fleischer
& Lowe (Kool Smiles).!"!

A report published in 2013 notes access
to dental care is a problem in certain areas
of the US and there is a shortage of dentists,
problems that if not corrected will get worse,
furthermore it is noted that if dental corpo-
rates did not employ dentists to provide care,
for example, to those on the Medicaid (tax
funded) programme they would go untreated.’
The latter is echoed by a 2011 study covering
Texas Medicaid patients that found dental
corporates are providing dental care to some
of the poorest, most underserved populations
promptly and at a relatively lower cost when
compared to traditional practices.'® The use
of scale on aspects of the day-to-day business
enable managed practices to operate with much
lower costs than traditional dental practices
leading to Medicaid patients being serviced ata
profit. However, questions have been raised as
to the impact on care quality with evidence that

dental corporates exert pressure on practices to
provide expensive and sometimes unnecessary
care especially for those receiving state funded
care.’ Official investigations into the operation
of some corporate dental organisations have
been carried out with the influence of private
equity being discussed.’

One such investigation, aided by whistle-
blowing in 2011, by the US Senate investigated
allegations of abusive treatment of children
in clinics controlled by corporate investors
rather than dentists and published a report in
2013.° The report, while recognising the value
of venture capital and private equity as being
central to economic growth and innovation,
questioned their place in tax-funded dental
practice and noted their targeting of this
sector as being alarming. The report raised the
question of why private equity would invest
capital in a business model that cannot afford
to take Medicaid patients because of low reim-
bursement rates. The report questions how
money can be made and, in contrast to a study
carried out by an economic research and con-
sulting firm,'" suggests this is due to ‘volume’
- the number of patients that are seen — and
practices such as overbooking and bonuses
to incentivise both dentist and non-dentists
employees, to maximise volume and therefore
profit. Also highlighted was the fundamentally
deceptive ownership structure used by some
DMC:s that rendered the ‘owner dentist’ to an
owner in name only. A more detailed overview
of the US Senate report prepared by the Staff
of the Committee on Finance and Committee
on the Judiciary United States Senate is given
via a case study of Small Smiles Dental Centres
(Box 1).911-14

Fig. 1 Changes in dental practice ownership patterns in the USA
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Australia

The formation of corporates and their con-
solidation and operation of dental practices in
Australia is relatively new as initially the area
was not an attractive target for corporatisation
due to being too capital intensive and reliant on
a short supply of skilled labour."” In 2012 there
were five main groups actively acquiring and/
or establishing practices — Primary Dental,
Pacific Smiles Group, 1300 Smiles, Lumino
The Dentists and Dental Corporation (the
largest operator).'>!¢ Similar to the US, corpo-
rates operate under different business models
that have changed over the years and in some
cases there has been, essentially, a change of
ownership.”” The objective of some DBCs is
to improve efficiencies and cut costs through
centralised administration, training, human
resources, database of patients and a single
patient contact centre, resulting in higher
administration fees of 6-8%, while others
allow practices to run themselves resulting
in administrative fees of less than 4%." In
terms of payment for buying a practice there
are also variations, for example some DBCs
pay the vendor a proportion up front and the
remainder later, for example in a year or five
years, as long as the practice maintains results
with quicker handovers giving less time for
clawback should a practice not reach its
targets.”” In 2014 10% of practices had joined
one of the corporate groups.'®

Dentists have cited a better work life balance
as an attraction to working within a corporate
as well as equipment investment.'® However,
not all practitioners agree and others have
stressed the benefits of non-corporate practice
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(b) The number of dental offices controlled by firms owning more than 10 practices.

BRITISH DENTAL JOURNAL | VOLUME 225 NO. 5 | SEPTEMBER 14 2018

Official journal of the British Dental Association.

449



——|  GENERAL |

Box 1 Case study — Small Smiles Dental Centres

Mission: ‘to provide the highest quality dental care to low-income children in the Medicaid and (S)CHIP* populations.’
Operated: 70 clinics in 22 US states and the District of Columbia

Parent Company: Church Street Health Management (CSHM) previously known as For Better Access (FORBA)
Owned by: Consortium of investment firms including Carlyle Group

Bought for: US$435 million in 2006

The US Senate examined the corporate practice of dentistry in the Medicaid program, primarily in the context
of one company, Small Smiles. The Senate report was triggered by whistleblowing in late 2011 that initiated
investigations by the Department of Justice (DOJ) and the Department of Health and Human Services Office of
Inspector General (HHS OIG). Small Smiles was found to perform unnecessary treatments with the quality of care
significantly below any recognised medical standard and cause serious trauma to paediatric patients with profit
being placed ahead of patient care. The corporate structure of the dental management company appears to
have negatively influenced treatment decisions by over-emphasising bottom-line financial considerations at the
expense of providing appropriate high-quality, low-cost care. Small Smiles was the subject of a False Claims Act
lawsuit and settled for US$24m with the US Justice Department with the DOJ settlement citing conduct from
September 2006 — June 2010 including submitting Medicaid reimbursement claims for medically unnecessary
pulpotomies, crowns, extractions, fillings, sealants, x-rays, anaesthesia and behaviour management; failing
to meet professionally recognised standards of care and provision of care by unlicensed persons. CSHM, the
largest dental management company in the US, entered into a Corporate Integrity Agreement (CIA)** with the
Department of Health and Human Services, in order for Small Smiles to improve the quality of healthcare and to
promote compliance to healthcare regulations. Small Smiles were required to institute compliance procedures
and programs and submit to monitoring, by an Independent Monitor, including audits, site visits and changes
to management. The company struggled to comply and repeatedly failed to meet basic quality and compliance
standards. They continued carry out unnecessary treatment on children, administer anaesthesia inappropriately,
provide care without proper consent and overcharge the Medicaid program. In February 2012 FORBA filed
for bankruptcy protection before emerging under the name CSHM with the new ownership maintaining the
previously held management services agreements that removed traditional ownership authority from dentists
and limited their ability to exercise independent clinical judgment. In March 2012, due to CSHM’s ‘repeated
and flagrant violation’ of the CIA the HHS OIG recommended that CSHM be excluded from participation in
Federal Health Programs. In 2014 it was announced that CSHM would no longer be allowed to use Medicaid
or any other health programs of the federal government.

*The State Children’s Health Insurance Plan was a program intended for children in families with too high an income to qualify for Medicaid but too
low to afford private insurance
**A CIA is an enforcement tool used by the HHS OIG to improve the quality of healthcare and to promote compliance to health care regulations

and the way in which relationships are built up
with patients.'® Selling a practice to a corporate
can be an opportunity to achieve a high value
for the practice and shares that could increase
in value with the success of the corporate.®
The Australian Dental Association believe
there is a potential conflict of interest between
the responsibilities held by a dentist and the
corporate owners of dental practices. The need
to provide financial returns to shareholders
has the potential to compromise the ethical
standards and ability to practise patient-
centred dentistry of an individual dentist
and additionally there is a risk of sharehold-
ers’ and owners’ equity being placed above
patient need.®

The success of corporate dental practices in
Australia so far has largely been due to the dental
practitioners they employ on a salary equiva-
lent to those in private practice. Additionally,
dentists were involved in setting up all of the
‘big five’ dental corporates and appreciated
the importance of the workforce for success.
Generally, corporates have sought to keep the
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services of the outgoing practice owner for the
transition of goodwill and profitability and to
help blend the practice into the corporate.”
However, the viability of corporate dentistry can
only be evidenced once acquisition has slowed,
first generation practice owners have left and
the business has become operationally mature.”®
Once corporate management has evolved from
the original owners and companies look to
increase shareholder value, the growing pool
of young, inexperienced graduates may be a
tempting solution to cut costs."

One of the founders of Pacific Smiles Group
(the first dental corporate in Australia) has
discussed why a corporate would consolidate,
corporatise or accumulate practices — profit.”®
Heads of corporations always have the principal
aim to ‘increase shareholder value’ and the
contrast between this and the principal aim
of a dentist will always be contentious in the
delivery of healthcare services. Dental corpora-
tions believe they can buy a practice and make a
profit. How services of the resulting corporation
are delivered is essentially a side issue."

Dental market in England

General practice-based dental care in the UK,
both private and NHS, is largely provided by
independent practitioners. In December 2015,
10,283 locations were registered with the CQC
(England) as being in the primary dental care
sector.'

NHS dental care

NHS primary care organisations (PCOs)
contract with general dental practices to
provide NHS dental care, a provider must
hold an NHS contract that can, in certain
circumstances, be tendered for."” In England,
for the 2016/17 financial year, there were
approximately 8,900 NHS contracts worth
in the region of £2.8 billion (the sum of all
payments due under the contract).

Corporate dentistry sector

A dental corporate can be defined as an incorpo-
rated company but for the purposes of this series
of papers the term dental corporate will include
a sole trader/partnership operating three or
more dental practices. In 2015, the corporate
dentistry sector in England was estimated to
consist of over 200 dental groups with nearly
2,000 practices.’® Corporates provide both NHS
and private care with most corporate providers
operating on a small scale, local level with three
or four practices. NHS corporate dentistry in
England alone has a contract value of £1.3
billion (October 2015). The market has been
consolidating since the 1990s, both in terms of
the market as a whole and the major providers
within it, with DBCs growing through inorganic
and organic growth.?

The growth of the corporate sector brings
with it concerns. These include the rationalisa-
tion of the profession in order for corporate
providers to operate economically, efficiently
and competitively.”’* One contributor to
this is standardisation that includes following
protocols and procedures for service uniform-
ity. Rationalisation can improve service, for
example, in pharmacy rationalisation allows
for a quick service preferred by some users*
with pharmacists, in theory, able to concen-
trate on pharmacy services and health-related
issues.”* Downsides to standardising include
preclusion of autonomy,>**? with, for example,
a limited choice of materials and consuma-
bles, dehumanising staff and customers and
potential deprofessionalisation.?>?*27

Additionally, if the commercial owner of
a dental clinic is also a private health insurer
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http://oig.hhs.gov/compliance/corporate-integrity-agreements/

Table 1 Dental corporates or chains with more than 20 practices (as of June 2015) and

the corresponding numbers from 2016 and 2017 where available

Number of registered locations

Corporate body

Jun-15 Jun-16 Jun-17
Bhandal* 62 62 66
Bupa Dental Care 21 26 24
Centre for Dentistry 23 23 23
Genix 23 23 23
IDH 571 598 596
Oasis** 273 299 316
Perfect Smile 22 - 23
Portman 23 28 38
Rodericks 55 64 79
Southern Dental 82 82 74

*For the avoidance of confusion Bhandal is describing practices held under the Balbir Singh Bhandal, Amrik Singh Bhandal &

Baljit Singh Bhandal brand. **In November 2017 Bupa purchased Oasis

providing insurance for dental services, the
conflicts of interest that are commonly raised
in regards to healthcare, which can relate
to economic aspects as well as patient and
clinician autonomy,” could be compounded.

There are a number of larger corporates
in the UK with ten, in England in June 2015,
holding more than 20 high street practices
(Table 1). Rough estimates for those holding
less than 20 practices, in England at the same
point in time, are: 119 hold three practices, 28
hold four, 18 hold five, 15 hold six, five hold
seven, four hold eight, two hold nine, two hold
ten, three hold 11, two hold 12, one holds 13,
one holds 17 and one holds 19."

The practice market
The dentistry market, in terms of practice
sales, is strong (2015) with the demand for,
and value of, practices high in certain parts
of the country, though the prices achieved
by some dental practices are more indicative
of high demand than the profits that can be
achieved.**** Overall, there is an increasing
demand for private practices, possibly due to
buyers priced out of the NHS, while the desire
for a mixed practice remains strong.**** Despite
NHS contract uncertainty, the highest value
practices are still NHS practices, which continue
to outstrip mixed and private practices, though
private practice values are gaining ground.*
The practice market continues to con-
solidate with both Oasis and mydentist being
active across the UK.*® Smaller groups, for
example those with less than ten practices, are

also focusing on growth and are increasingly
active. One broker reported selling over £28
million of dental practices over the period
of autumn 2014 - autumn 2015.%* For 2015,
associates and first time buyers viewed the
most practices, followed by independent single
practice owners, multiple practice owners
with less than ten practices and finally larger
multiple owners (more than ten practices).*®
There has been a greater demand for private
practices and an increase in interest from private
equity and investors fuelling the top end of the
market and corporates being aggressive in their
marketing.*** There is an increasing number of
dentists looking to buy a practice with buyers
outstripping sellers and practice owners being
approached by individuals and corporates to
see if they would be interested in selling their
practice.’***

The average profit of private dental practices
in the UK overtook that of average NHS
practices in 2013/14 for the first time in nearly a
decade.” In 2015 an average NHS practice made
a profit of £129,265 per principal, compared to
£140,129 in a private practice. The gap in profit
may be due to private practices having greater
control over their income and while costs
seemed static private practices saw an increase of
more than 8% in fee income between 2014 and
2015 with the NHS equivalent remaining rela-
tively static.*® In 2013/2014, the average gross
fee income generated by a private dentist was
£248,000, compared to £180,000 for an NHS
dentist with practice expenses equating to 65%
and 68% of fee income respectively.*
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Conclusion

This overview of the dental market in the
UK and abroad indicates that the entry of
corporate bodies into healthcare has brought
some benefits to patients but there have also
been problems. In the US, corporates provide
dental care to those who would otherwise
not receive it in an efficient and relatively
inexpensive manner when compared to tra-
ditional practices, though their methods have
been called into question with one company
found to place profit ahead of patient care. The
sector, in England, is growing and continues
to consolidate.
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