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Office of Policy Planning 
 Bureau of Competition 
  Bureau of Economics 

        May 25, 2012 
 
The Honorable Stephen LaRoque 
Representative, North Carolina House of Representatives 
Legislative Office Building 
300 North Salisbury Street, Room 635 
Raleigh, NC 27603-5925 
 
Dear Representative LaRoque: 
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The proposed legislation states that it is �³An Act To Require That Dentist Agreements 
With Management Companies Do Not Shift Control Of Clinical Patient Services Away From 
�/�L�F�H�Q�V�H�G���'�H�Q�W�L�V�W�V���´����Current North Carolina law, however, already prohibits unlicensed persons 
from performing certain clinical dental procedures as defined in the law, and also prohibits 
unlicensed persons from owning, managing, sup�H�U�Y�L�V�L�Q�J�����F�R�Q�W�U�R�O�O�L�Q�J�����R�U���F�R�Q�G�X�F�W�L�Q�J���³�D�Q�\��
�H�Q�W�H�U�S�U�L�V�H���Z�K�H�U�H�L�Q���R�Q�H���R�U���P�R�U�H���R�I���W�K�H���>�F�O�L�Q�L�F�D�O�@���D�F�W�V���R�U���S�U�D�F�W�L�F�H�V�´���D�U�H���G�R�Q�H��6  
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�W�R���W�K�H���&�R�P�P�L�V�V�L�R�Q�¶�V���O�D�Z���H�Q�I�R�U�F�H�P�H�Q�W���M�X�U�L�V�G�L�F�W�L�R�Q�������)�R�U���H�[�D�P�S�O�H�����W�K�H���&�R�P�P�L�V�V�L�R�Q���I�R�X�Q�G���W�K�D�W���W�K�H��
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IV.  LIKELY COMPETITIVE EFFECTS OF H.B. 698 
 

When licensed dentists contract with DSOs to provide nonclinical services to their dental 
practices, DSOs appear to increase efficiency and support entry by new dental practices, which 
may lead to lower prices, expanded access to dental services, and greater choice for dental 
consumers.  The proposed Bill likely would prevent dental consumers from receiving these 
potential benefits of competition





Page 7 of 13 
 

Moreover, during the course of reviewing or auditing management contracts between 
dentists and DSOs, the Board would be permitted to collect competitively sensitive information.  
If the Board chose to disapprove a management contract and there were follow-on proceedings, 
it is very possible that such competitively sensitive information could be made public.50  In some 
circumstances, sharing information among competitors may increase the likelihood of collusion 
or coordination on matters such as price or output.51  If dentists in North Carolina were to gain 
access to information about their competitors, this too could lead to decreased competition and 
higher prices in the market for dental services in North Carolina. 
  
V. CONCLUSION 

 
 Restrictions on how licensed professionals organize their business practices appear 

unnecessary to protect consumers, and this general principle appears to apply specifically to the 
provision of dental services.  When licensed dentists choose to use DSOs to manage the non-
clinical, back-office aspects of their practices, the dentists continue to control the clinical aspects 
of caring for patients, subject to the existing licensure framework that ensures safe dental 
practice.  Therefore, and not surprisingly, we are unaware of any safety or quality issues arising 
from the use of DSOs. 

 
Restrictions on the ability of dentists to run their practices 



http://ncdentalboard.org/PDF/General%20Statutes8-10.pdf
http://www.ncga.state.nc.us/Sessions/2011/Bills/House/HTML/H698v1.html
http://www.ftc.gov/os/adjpro/d9343/111207ncdentalopinion.pdf
http://www.ftc.gov/os/adjpro/d9311/040728commissionopinion.pdf
http://www.ftc.gov/os/adjpro/d9311/070911decision.pdf
http://ftc.gov/os/2011/11/111125mainedental.pdf
http://www.ftc.gov/os/2009/12/091224commentladentistry.pdf
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In-School Dentistry (May 1 & May 22, 2009), available at 
http://www.ftc.gov/os/2009/05/V090009louisianahb687amendment.pdf and 
http://www.ftc.gov/os/2009/05/V090009louisianadentistry.pdf; see generally FTC, Advocacy Filings by Subject, 
Dentistry, available at http://ftc.gov/opp/advocacy subject.shtm#detg. 
 
12 See, e.g., Oklahoma State Board of Veterinary Medical Examiners, 113 F.T.C. 138 (Jan. 31, 1990) (consent order 
against the Oklahoma State Board of Veterinary Medical Examiners for allegedly restricting veterinarians from 
being partners with, employed by, or otherwise associated with non-veterinarians or veterinarians licensed in other 
states); R. Bond et al., FTC BUREAU OF ECONOMICS STAFF REPORT ,THE EFFECTS OF RESTRICTIONS ON 
ADVERTISING AND COMMERCIAL PRACTICE IN THE PROFESSIONS: THE CASE OF OPTOMETRY (1980); STAFF REPORT 
TO THE FEDERAL TRADE COMMISSION, ADVERTISING OF VETERINARY GOODS AND SERVICES (1978). 

13 FTC and staff advocacy may comprise letters or comments addressing specific policy issues, Commission or staff 
testimony before legislative or regulatory bodies, amicus briefs, or reports.  See, e.g., FTC Staff Comment to the 
Honorable Patricia Todd of the Alabama House of Representatives Concerning Alabama House Bill 156 Allowing 

http://www.ftc.gov/os/2009/05/V090009louisianahb687amendment.pdf
http://www.ftc.gov/os/2009/05/V090009louisianadentistry.pdf
http://ftc.gov/opp/advocacy_subject.shtm#detg
http://www.ftc.gov/os/2012/04/120426alabamaletter.pdf
http://www.ftc.gov/be/v960005.shtm
http://www.ftc.gov/be/healthcare/docs/AF%2017.pdf
http://www.nidcr.nih.gov/DataStatistics/SurgeonGeneral/
http://www.publichealthreports.org/issueopen.cfm?articleID=2369
http://www.nciom.org/wp-content/uploads/2010/12/Casey_4-26-11.pdf
http://www.nciom.org/wp-content/uploads/NCIOM/projects/dental/2005dentalupdate.pdf
http://www.nciom.org/wp-content/uploads/NCIOM/projects/dental/2005dentalupdate.pdf
http://www.cdc.gov/chronicdisease/resources/publications/aag/pdf/2011/Oral-Health-AAG-PDF-508.pdf
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19 See INSTITUTE OF MEDICINE, REPORT BRIEF, ADVANCING ORAL HEALTH IN AMERICA (April 2011), available at 
http://www.iom.edu/~/media/Files/Report%20Files/2011/Advancing-Oral-Health-in-
America/Advancing%20Oral%20Health%202011%20Report%20Brief.pdf.   
 
20 PEW CHILDREN�¶S DENTAL CAMPAIGN, A COSTLY DESTINATION

http://www.iom.edu/~/media/Files/Report%20Files/2011/Advancing-Oral-Health-in-America/Advancing%20Oral%20Health%202011%20Report%20Brief.pdf
http://www.iom.edu/~/media/Files/Report%20Files/2011/Advancing-Oral-Health-in-America/Advancing%20Oral%20Health%202011%20Report%20Brief.pdf
http://www.pewstates.org/uploadedFiles/PCS_Assets/2012/A%20Costly%20Dental%20Destination(1).pdf
http://www.shepscenter.unc.edu/hp/publications/2010_HPDS_DataBook.pdf
http://www.cdc.gov/nchs/data/hus/hus10.pdf
http://www.cdc.gov/nchs/data/hus/2010/109.pdf
http://hpsafind.hrsa.gov/HPSASearch.aspx
http://www.nciom.org/wp-content/uploads/NCIOM/projects/dental/2005dentalupdate.pdf
http://www.nciom.org/wp-content/uploads/NCIOM/projects/dental/2005dentalupdate.pdf
http://www.fayobserver.com/articles/2011/06/16/1101641
http://www.dgpaonline.org/history.aspx
http://www.dgpaonline.org/docs/DGPA-Student-Brochure.pdf
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29 H.B. 698 at §90-40.2 (c) (2). 
 
30 Id. at §90-40.2 (d) and (e). For example, §90-40.2 (d) �V�W�D�W�H�V���L�Q���S�D�U�W�����³No management arrangement shall provide 
for or permit any provision, which alone or in combination with others, (i) has a potential negative impact on patient 
care, [or] (ii) affects the provision of dental services, the professional decision making of the dentist, or other 
personnel of the dentist or professional entity���´�����%�R�W�K���S�U�R�Y�L�V�L�R�Q�V���D�U�H���V�R���Y�D�J�X�H���D�V���W�R���S�U�R�Y�L�G�H���Q�R���P�H�D�Q�L�Q�J�I�X�O���J�X�L�G�D�Q�F�H��
to the Board, dentists, or DSOs.  Provisions in §90-40.2 (e) enumerate 23 items that no management agreement can 
provide or permit, including, among many others,  items related to leasing space, payments to suppliers, and dental 
practice hours; these provisions are vague and, depending upon interpretation, could undermine the very foundation 
of  DSO agreements with dentists.  Moreover, §90-40.2 (e) notes that this list is not exhaustive, which leaves the 
Board extraordinary discretion to prohibit virtually any provision in a DSO contract. 
 
31 Id. at §90-40.2 (i). 
 

http://www.drbicuspid.com/index.aspx?sec=sup&sub=pmt&pag=dis&ItemID=308033
http://www.ftc.gov/be/consumerbehavior/docs/reports/CoxFoster90.pdf
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42 See Deborah Haas-Wilson, Strategic Regulatory Entry Deterrence: An Empirical Test in the Ophthalmic Market, 
8 J. HEALTH ECON

http://www.fayobserver.com/articles/2011/06/16/1101641
http://www.ftc.gov/bc/healthcare/industryguide/policy/hlth3s.pdf
http://www.ftc.gov/bc/healthcare/industryguide/policy/hlth3s.pdf
http://www.ftc.gov/os/2009/04/V090006newyorkpbm.pdf


http://ftc.gov/os/2010/08/100819hmg.pdf

