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Benjamin Franklin famously observed that an ounce of
prevention is worth a pound of cure. Nowhere is this aphorism
more applicable than in pediatric and adult dental care for
disadvantaged populations.

U.S. healthcare has long overlooked the essential role

that dental care can play in providing holistic well-being,
reducing downstream healthcare costs, enhancing economic
productivity, and improving life quality.

In other areas of healthcare, we have seen the economically
marginalized, chronically ill and at-risk populations increasingly
benefit from innovations in care delivery, care setting, payment
models and wraparound social services. Private equity and
venture capital investment has helped catalyze provider activity,
innovation and growth.

In contrast, investors and providers have generally placed less
focus on the dental care of those same populations, despite
persistent and widespread need. This neglect has particularly
impacted underserved Medicare and Medicaid populations
that tend to have higher instances of untreated oral health
disease, and often other directly related chronic and acute
illnesses and diseases.

There are multiple reasons why the healthcare ecosystem has
not embraced more expansive dental care for underserved
populations. Culturally, dental services have never achieved
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equivalent status with medical services, and dental care’s
value as a primary care resource has been ignored. Insufficient
Medicare and Medicaid program funding has also impeded
access. This funding gap has resulted in more muted provider
participation and investor interest.

Those headwinds appear to be shifting. Private equity and
venture investors are increasingly funding promising enterprises
that create value through patient-centric dental service delivery.
These healthcare providers are rewriting the playbook for
Medicare/Medicaid markets by providing quality, innovative
and streamlined dental care.

With a large addressable market, mission-driven dental
businesses have a significant opportunity to make an impact on
the lives of patients in need.

SEPARATED AT BIRTH, INEXTRICABLY LINKED

American medicine professionalized in the 1920s in response to
Abraham Flexner's 1910 report on medical education. Funded
by the Carnegie Foundation, the landmark report advanced the
Johns Hopkins' model for medical education, research and care
delivery. It raised admission standards, promoted evidenced-
based medicine and made medical licensure more stringent. In
its wake, over half of the nation’s medical schools closed and the
number of medical students fell precipitously.

A second Carnegie Foundation report asserted that oral health
and physical health were inseparable and recommended that
dentistry be integrated into the standard medical curriculum.
Dental practitioners rejected the idea, and that artificial divide
often persists to this day. [1]

We now know that poor oral health is a contributing factor in
multiple chronic conditions. These include cardiovascular and
respiratory diseases; diabetes; adverse pregnancy outcomes;
pneumonia; Alzheimer’s; rheumatoid arthritis; and oral cancer.
[2, 3] According to a Harvard study, people with gum disease are
two to three times more likely to contract heart disease. [4]

With early detection, dental conditions are highly treatable.
Regular, proactive preventive dental services care pays dividends
beyond healthier teeth and gums. A recent Mayo study examined

the connection between regular exams, cleaning and treatment
on the overall care costs of at-risk patients with diabetes and
coronary artery disease. Their research found the following:

Preventive dental care was strongly associated with significant
savings for patients with either condition, and even greater
for patients with both. A healthier mouth was associated

with fewer hospitalizations. This saves money, but more
importantly, patients remain healthier. [5]

Lack of dental care creates significant socioeconomic barriers and
diminishes quality of life. Bad teeth can make it difficult to find a
job, secure social acceptance and even develop relationships. [6]

Today, the U.S. dental market is $162.1 billion. [7] Yet, 77 million
American adults lack dental insurance, three times the number
that lack health insurance. [8] That percentage is higher for

the elderly, poor, disabled, unemployed, veterans and racial
minorities. 93% of people living in poverty have unmet dental
needs; they spend 10 times more on dental services than higher
income populations. [9]

The immense gap between service level and demand is a black
mark on the country but also spells opportunity for first movers
and innovators.

2


https://www.4sighthealth.com/cain-brothers-house-calls-podcast-building-the-last-mile-to-the-patient-2/
https://www.4sighthealth.com/cain-brothers-house-calls-podcast-building-the-last-mile-to-the-patient-2/
https://www.key.com/businesses-institutions/industry-expertise/healthcare/house-calls-podcast.html
https://podcasts.apple.com/us/podcast/house-calls/id1483699530
https://open.spotify.com/show/2pd4bfikt1H2v0amLfUHJK
https://www.stitcher.com/show/house-calls-2
https://www.key.com/businesses-institutions/industry-expertise/healthcare/house-calls-podcast.html

ﬁ

PEDIATRIC DENTAL CARE:
THE RIGHT START
CHANGES EVERYTHING

Tooth decay is the most common chronic disease among U.S.
children, five times as prevalent as asthma. Pediatric dental
care is one of the nation’s greatest unmet health needs,
especially in low-income, minority and rural communities. [10]

Only 50% of children on Medicaid have yearly dental
appointments, and 20% have untreated dental decay. [11] This
neglect can have a significant and growing impact on a child’s
health, emotional well-being and level of social acceptance.

Governments pay for dental services for children under 21 who
lack commercial coverage. Though reimbursement rates are
lower than for commercial plans, almost half of all children in
the U.S. are insured through Medicaid or the Children’s Health
Insurance Program (CHIP). [12]

For this reason, most pediatric dental businesses have a high
component of government-insured patients. The size of the
market, the volume of demand and the stability of funding
have made this sector more attractive to dental services
organizations (DSOs), larger dental practices and private equity
investors than the low-income adult sector.

California-based CHOICE Healthcare Services is a specialty
dental services organization (DSO) focused on children’s dental
services, operating in 4 western states. Connecticut-based
Amulet Capital Partners acquired CHOICE in 2018.

Amulet’s investment thesis in acquiring CHOICE centers on
expanding the Company’s capacity to deliver pediatric dental
services to underserved populations with inadequate access
to quality oral health care. This aligns with the Company’s
corporate mission of providing high quality, children-friendly
dental care to patients with all types of insurance.

Amulet has expanded its CHOICE offering into numerous other
geographies both organically and through practice acquisitions
in Nevada, Arizona and New Mexico. Carl Zimmerman,
Principal at Amulet, explains the basis for that strategy.

When you're targeting underserved pediatric populations,
the growth opportunity is to provide access to care where
few, if any, other providers are practicing in the market.
So, this hasn’t been a typical roll-up opportunity. We‘ve
invested significantly behind de novo footprint and service
line expansion and have gotten fairly sophisticated at
identifying supply-demand imbalances and ramping up in
those locations.

CHOICE is following Clayton Christensen’s advice of finding
opportunities for disruptive innovation by competing against
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nonconsumption. [13] They're providing services in markets
traditional DSOs have overlooked.

Founded in 2011, Houston-based Blue Cloud Pediatric Surgery
Centers also competes against nonconsumption in high Medicaid
and special-needs populations. They provide anesthesia services
for pediatric dental surgeries. TPG's The Rise Fund acquired the
company in 2022. [14] It now operates dental and oral-surgery
ambulatory surgery centers in 8 states.

Blue Cloud’s mission is to increase access, improve safety and
reduce the costs of dental surgery for children with Medicaid
insurance. It began in Texas where few dentists offered
hospital-quality anesthesia services despite relatively robust
Medicaid coverage. Blue Cloud’s CEO Devin Larsen explains
the importance of the company’s services: “We represent a
substantial savings compared to hospitals, while still providing
the key patient safety functions of an accredited facility with
pediatric-trained anesthesia and nursing teams.”

Instead of forcing Medicaid to fund dental surgeries in higher-
cost hospital facilities, Blue Cloud provides these services in
licensed ambulatory facilities with trained nurses, life-safety
equipment, emergency drills and hospital transfer agreements. In
doing so, Blue Cloud provides a convenient, high-end consumer
experience and lowers Medicaid’s costs. Larsen observes:

We're getting children off long hospital wait lists and into
surgery centers at three to five times less than what the
hospital would bill Medicaid. One of the best parts of my
job is meeting with a Medicaid official and showing them
how we’re handling the access to care issue and the quality
issue while also saving them money they can spend on
other problems.
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THE ADULT DENTAL MARKET: DEMAND IN SEARCH OF SUPPLY

In comparison to pediatric populations, the adult
Medicaid and Medicare populations are not as
well served. A large percentage of seniors lose
dental coverage upon retirement as they migrate
into traditional Medicare. Seeing opportunity,
86% of Medicare Advantage (MA) [15] plans now
cover dental care services for their members and
several MA-focused primary care companies
such as ChenMed, Oak Street, and Cano Health
offer dental services in or near their primary

care clinics. Offering this benefit has helped
turbocharge growth in MA enrollment.

In state Medicaid programs, adult services are
optional. All states currently offer dental services
for pregnant women and 39 states currently offer
emergency dental services. [16] However, only

17 states provide extensive dental coverage. [17]
Lack of access to dental care services translates
into higher levels of chronic disease which require
more complex interventions.

Nevertheless, innovators find ways to overcome such challenges.
Enable Dental is making inroads with underserved populations
(geriatric patients, special needs patients and individuals with
disabilities) with Medicaid and Medicare insurance.

Founded in 2017 as a DSO, Enable recently closed its Series A2
funding round led by CareQuest Innovation Partners with $8.4
million in equity and debt. The company has operations in eight
states including Texas, California, Colorado, Washington and
Florida. CEO Paul Langley is ambitious: “Our vision is to be the
largest at-home dental company in the U.S. We're building that
market as we grow.”

To reach high-need customers, Enable provides portable, flexible
pop-up services to independent and assisted-living facilities
(ILAL), skilled nursing facilities, mental health centers, group
homes, hospitals and homes. Enable provides all necessary
supplies and equipment, including reclining dental chairs and
portable X-ray machines.

This approach lowers delivery costs and facilitates easier care
access, making profitability possible. Enable also has centralized
patient coordination, scheduling, billing, marketing and
administration to further reduce costs and clinician burden. They
coordinate care with primary care physicians, facility nurses,
organizational administration and family members.

With a venture mindset, Enable began serving PACE programs
during COVID. High-acuity Medicare and Medicaid populations
could not leave assisted-living facilities to receive dental services.
This provides access to volumes of new customers. “We leaned

into that as an opportunity to scale the business,” CEO Langley
observed. “We knew we had a first-mover advantage. There are
really no providers better positioned than we are to provide the
necessary care.”

Payment and contracting are complex. Historically, Enable has
operated under fee-for-service arrangements with large clients.
Now, it contracts directly with health plans and social service
agencies on a flat fee, per-member-per-month basis. This
approach aligns incentives to keep costs low and predictable
for the plan while incentivizing the company to drive utilization
of benefits. As value-based payment models for dental care
coverage expand, Enable will be ready.

In the meantime, Enable will continue to focus on organic
growth, using technology to reduce the cost of services
and build its density of patients. As it gains proficiency in
underserved populations, the company plans to expand
into commercial dental-care markets and win by providing
convenient, high-volume, low-cost, high-quality services
through its disruptive business model.

On the payor front, LIBERTY Dental Plan, a dental benefits
administrator, is also seeking to steer more funding into
preventive care for its members and providers. Founded in
2001, LIBERTY Dental has over 6 million Medicaid, Medicare
and Commercial/ASO members across the country. The
company helps to manage spend through preventive oral
care, better education, and other approaches to alleviate
socioeconomic barriers to dental care.
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Specifically, LIBERTY has seen significant growth in its Medicare
Advantage business as more adults in Medicare increasingly
choose dental coverage in their MA plans. The company is

also experimenting with its own payment reform, a value-
based program that rewards providers for practicing preventive
care that leads to better outcomes and encourages patient
engagement. LIBERTY collaborated with the University of San
Francisco to develop an evidence-based program that creates
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a dental-risk profile for every individual. In this way, health
status can be tracked over time and improvements in outcomes
can be measured, paving the way for more value-based care
arrangements.

Dental-benefits administrators like LIBERTY Dental have the
potential to incentivize providers by introducing value-based
care initiatives.

STATES ADDRESSING UNMET NEED

In fee-for-service (FFS) medicine, almost every access, quality or

cost problem has its roots in payment. American medicine does

not change the way it delivers care until society changes the way
it pays for care. As the relative advantages of pediatric Medicaid
dental shows, money counts.

Recognizing this, a growing number of states are increasing
Medicaid dental coverage and payment rates to combat the

lack of access and lower total healthcare costs. At least 14 have
recently passed laws to improve adult Medicaid dental payments,
access and/or delivery. [18]

For example, starting in January 2023, Tennessee will offer dental
care to 600,000 adults on Medicaid at an aggregate cost of $75
million a year. Its rationale is understandable. During 2019, the
state spent more than $10 million on emergency dental care in

hospitals. Increasing access will require more dentists. Tennessee
plans to devote $100 million to expand dental schools and offer
tuition reimbursement to graduates who work in high-need areas. [19]

As Tennessee illustrates, increasing payment for dental care services
improves access for Medicaid populations. A 2021 study by the
American Dental Association illustrated this truism. Medicaid dental
reform in Virginia, initiated in 2006, increased payments and shifted
administration to managed care organizations. This resulted in
significant increases in provider participation in the state’s Medicaid
programs. [20]

As LIBERTY Dental founder and CEO Dr. Amir Neshat observes: “I
think the importance and cost of oral health and dental health within
the adult population has prompted more states to look deeper at
changes to reimbursement and administration.”

CONCLUSION: CREATING SOCIETAL ROI

There is a massive need for dental care in the U.S., particularly
among underserved populations. Lack of access to care has
significant downstream costs and diminishes health and
quality of life.

To better manage their Medicaid expenditures, state
governments are expanding Medicaid dental coverage.

In response, PE- and Venture-backed DSOs are investing
in underserved markets to expand care access and reduce
downstream medical expenditures through improved

oral health.

Higher payment rates make pediatric services the easiest markets
to penetrate. Increasingly, innovative dental care companies are
also serving the adult market with business models that improve
access and reduce costs through innovations such as at-home
care, tele-dentistry, mobile dentistry and pop-up clinics.

Investing in dental care services for the underserved has an
extremely high societal return relative to many other government-
funded health programs. It not only reduces overall care costs
but also improves individual and community well-being and
productivity. Everybody wins.
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