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Mission

T
HE JOURNAL OF THE AMERICAN COT I .FGE OF DENTISTS
shall identify and place before the Fellows, the profession, and
other parties of interest those issues that affect dentistry and oral
health. All readers should be challenged by the Journal to remain

informed, inquire actively, and participate in the formulation of public policy
and personal leadership to advance the purposes and objectives of the
College. The Journal is not a political vehicle and does not intentionally
promote specific views at the expense of others. The views and opinions
expressed herein do not necessarily represent those of the American College
of Dentists or its Fellows.

Objectives of the
American College of Dentists

T
u. AMERICAN COLLEGE OF DENTISTS, in order to
promote the highest ideals in health care, advance the standards
and efficiency of dentistry, develop good human relations and
understanding, and extend the benefits of dental health to the

greatest number, declares and adopts the following principles and ideals as
ways and means for the attainment of these goals.

A. To urge the extension and improvement of measures for the control
and prevention of oral disorders;

B. To encourage qualified persons to consider a career in dentistry so that
dental health services will be available to all and to urge broad preparation
for such a career at all educational levels;

C. To encourage graduate studies and continuing educational efforts by
dentists and auxiliaries;

D. To encourage, stimulate and promote research;

E. To improve the public understanding and appreciation of oral health
service and its importance to the optimum health of the patient;

F. To encourage the free exchange of ideas and experiences in the interest of
better service to the patient;

G. To cooperate with other groups for the advancement of interprofessional
relationships in the interest of the public;

H. To make visible to professional persons the extent of their responsibilities
to the community as well as to the field of health service and to urge the
acceptance of them;

I. To encourage individuals to further these objectives, and to recognize
meritorious achievements and the potentials for contributions to dental
science, art, education, literature, human relations or other areas which
contribute to human welfare—by conferring Fellowship in the College on
those persons properly selected for such honor.
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Editorial

FROM THE

EDITOR

Improving Oral Health One Practice at a Time

My father was a shepherd and live-
stock buyer. There are some valuable
lessons for dentistry in the sheep indus-
try. I will talk about the barn book, the
Polypay, and making car payments.
My father raised a breed of sheep

called Shropshires. This is an important
American breed, raised primarily for
meat rather than wool, that thrives on
farms and in large flocks. My father
kept two flocks. One was a commercial

ruled for entries in such columns as tag
number (each sheep has a tag in its ear
with a unique identifying number), sire
and dame (father and mother), date of
birth, number of days to market weight,
number of twins produced (if a breed-
ing ewe), health and care problems such
as wool blindness in the eye or hoof rot,
etc. My father carried one or more barn
books in his hip pocket at all times and
constantly noted both casual observa-

entistry is by definition custom work, delivered in
small units called practices.

flock of sheep, cross bred to produce
the best results appropriate for the
Willamette Valley in Oregon. The other
flock was the purebred Shropshires with
their speciali7ed characteristics such as
size and meatiness. The purebreds were
used to improve the market flock by in-
troduction of unique characteristics and
were sold as breeding stock. When my
father began his breeding program,
Shropshires were somewhat in decline
because of the overemphasis on show
ring characteristics rather than commer-
cial attributes.
My father managed his flocks

through something called the barn book
These were plain white, twenty- or
thirty-page constructions, measuring
about three by six inches. They were

lions and systematic data.
The use of the barn book as a man-

agement tool came at market time and
breeding time. Questions such as when
should various sheep be sold, which
should be sold for market and which
kept as breeding stock, and how much
profit or lost had been made in the op-
eration were more easily determine in
light of the information in the books.
How else, for example, could my father
decide which male lambs to castrate and
which to keep for breeding purposes?
(That decision had to be made almost
two years before one could look to see
whether a ram was actually effective for
flock improvement. The situation is
something like dentists placing new
composite products in their patients'

mouths with no information about how
the restorations will hold up two years
after placement.)

The barn book was also used at
breeding time to match rams to ewes in
order to improve quality in the flock In
particular, my father bred for overall size,
rapid weight gain, longer length and
larger hind quarters (lamb chops and leg
of lamb are the most valuable cuts), ab-
sence of wool on the face and long legs
to prevent such problems as wool
blindness and promote ease of mainte-
nance in rough terrain. Sometimes, his
barn book told him that the flock
needed certain genetic features that none
of his rams possessed, and he would
purchase one from another flock that
had these needed characteristics and then
monitor its performance in the barn
book. By repeated cycles of breeding
and marketing, guided by the informa-
tion in the barn book, my father was able
to substantially improve the quality of the
flock and make a reasonable living

Roughly contemporaneous with my
father's sheep work in Oregon was an
experiment in Sonoma, California, where
I now live. A breed of sheep known as
the Polypay was developed by an inter-
nationally renowned turkey breeder
name George Nicholas. The origin of
the name Polypay is uncertain: the "pay"
part meaning either "pay load" or the
French word for "country" or "land."
In any event, the intent was to breed a
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universal sheep, one that would have all
of the desirable characteristics of the
species and could be raised in any cli-
mate or condition.
My father's notion was to start with

what he had on his own land and im-
prove it with each marketing and breed-
ing cycle. George Nicholas' idea was to
identify the optimal combination of
characteristics among sheep generally
and then breed to that type. For ex-
ample, a balance was sought between
meat and wool, twinning and triplets
were desirable, as was the ability to
breed and lamb at any time during the
year. Optimal size, maturation rate, and
other characteristics were identified. Re-
search was done on breeds known to
have the hoped-for characteristics and
four breeds were identified and cross
bred in predetermined proportion
guided by extensive data collection and
analysis.

Nicolas' experiment has largely ended
(there is a small flock in Two Rock, Cali-
fornia, and one in Idaho). It made sense
to raise turkeys this way because of the
huge numbers involved and the poten-
tial for factory-like standardization, but
turkeys and sheep are as different from
each other as are medicine and dentistry
Dentistry is by definition custom work,
delivered in small units called practices.
Creating the ideal practice is much like
creating the ideal farm. Both depend

heavily on the character of the land, local
market conditions, and the temperament
of the owner. As fine as it sounds in
theory to combine the best characteristics
of many individual examples, often this
does not produce the best result in real-
ity The Polypay sheep was less-ill suited
on average to the geography and flock

Editorial

breeding one type that is suppose to be
ideal for all times and circumstances.

I believe the analogies in dentistry are
obvious. There is no standard dentist,
only a vast range of types that are best
for different circumstances. It is appro-
priate to resist the forces that would
make dentistry uniform, whether these

I t Is appropriate to resist the forces that would
make dentistry uniform, whether these forces be

third-party carriers, government or other regulatory
groups, or well-meaning idealists.

size requirements of any place it was
raised then would be sheep of different
breeds. But the Polypay could not better
the Suffolks on maintained pasture land
in moderate climates or the Columbia in
the huge flocks on range lands in the
Western inter-mountain states or the
Cheviot in the scrubby hill country of
south Missouri. It also sounds plausible
that an optimal blend of characteristics
such as meatiness and wool would make
sense. But the ratio of meat prices to
wool prices varies from year to year,
and in some cases there are enormous
fluctuations. The market can adjust more
quickly by breeding commercial flocks
from pools of purebred stock with
known characteristics than it can by

forces be third-party carriers, govern-
ment or other regulatory groups, or
well-meaning idealists. It is equally im-
portant to resist the notion that solo
practice fee-for-service care is the only
acceptable model because it happens to
be the most appropriate model for
many dentists. There are market fads in
dentistry just as there are in any other in-
dustry. Orthognathic surgery peaked
several years ago. There are signs that the
market for bleaching is softening, and
natural supplements may be the next big
thing dentists need to be concerned
about.

The third part of this story is about
making payments on the car. My father
also operated a stockyard—he pur-
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Editorial

chased cattle, sheep, and hogs from as a professional is only reacting to ex-
farmers and sold them to packing plants. ternal circumstances.

s fine as it sounds in theory to combine the
best characteristics of many individual examples,

often this does not produce the best result in reality.

Occasionally he would notice sellers who
arrived in pickups or in cars with small
trailers with a few animals and he would
mutter to himself, "... making payments
on the car." By this he meant that small
farmers were selling their livestock to
meet cash needs. This was a fact of life
and my father provided a valuable mar-
ket service. But it is certain that those
who sold small lots based on personal
needs neither improved their stock in any
systematic fashion nor did they sell their
stock at the optimal market time.

There are dental practices that follow
the same model. The dentist is making
payments on the car — usually a much
fancier car then my father's farmer cli-
ents. But being in dental practice for
motives other than improving the quality
of oral health care provided by the
practice can lead to exactly the same
conditions that so troubled my father.
The practices don't get better in any
planned way, although there are occa-
sional spurts of improvement. And if
the driving forces behind dentist's behav-
ior are not in the office itself, the dentist

I believe it is appropriate to have
individual dental practices, and even
better to have ones that are constantly
improving. Such improvement is un-
likely to come from grand theoretical
schemes or Procrustean efforts to
converge on the universal dentist. It is
much more likely that they will be
driven by individual dentists' innate de-
sires to want to do better in the cir-
cumstances where they find them-

poor outcomes. It is natural to replace
them with new procedures and new ones
that are better. If dentists had the equiva-
lent of my father's barn book, the natural
improvement cycle would be accelerated.
My father used a philosophy of im-

proving only his own flock on the par-
ticular farm land he owned. He used
simple handwritten notes in the barn
book to guide him in this process. But he
achieved something pretty spectacular.
The American Purebred Shropshire Reg-
istry Association defines the breed charac-
teristics of what a true Shropshire sheep
is. My father's flock demonstrated that the
breed could be meatier, faster maturing,
and healthier to maintain than had been
the case before, and the result was a
change in the national standard. In just the
same way, the standard of dentistry may

T here may not be universal best practices, but
1 there are plenty of opportunities for best fits.

selves practicing There may not be
universal best practices, but there are
plenty of opportunities for best fits.
The instinctive desire of a professional
to do better today then yesterday can
be helped along by gathering simple
information from the practice and
analyzing it for the obvious useful out-
comes. Most know enough to stop
doing those procedures that result in

be summarized by commissions and
agencies, but it is improved by dentists
practicing better dentistry one patient at a
time and one practice at a time.

David W. Chambers, EdM, MBA, PhD, FACD
Editor
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Insurance

Dental Prepayment:
The Past, Present, and the Future

Donald R. House, PhD

A bstroct

Insurance now pays for slightly less
than 50% of America's dental bill.
The explosive growth in dental
insurance in the 1970s and 1980s is
traced to the tax effect (coverage paid
for with pre-tax dollars offsets fees up
to a point) and the insurance effect
(costs for care can be projected,
although improvements in oral health
status are leading to lower projected
costs). An equilibrium point appears
to have been reached. Dentists
must weigh the trade-offs between
discounted fees and increased
number of patients, and carriers must
weight the trade-offs between smaller
discounts and wider participation by
dentists. There are no market forces
forecast that will substantially change
this equilibrium in the near future.

D
tiring the 1970s and 1980s, den
rat prepayment coverage in the
U. S. experienced its most sub-

stantial growth. The 1990s saw little or
no growth in prepayment coverage, and
there is little reason to expect significant
growth to return.

As the market for dental prepayment
expanded, methods of cost control
among carriers evolved. From usual,
customary, and reasonable (UCR) based
indemnity plans to preferred provider
networks, carriers sought to offer em-

ployee groups competitive premiums
through efforts to manage care. The
evolution of the market for dental pre-
payment follows a path that reflects the
basic economic forces at work. An un-
derstanding of such economic forces
offers a foundation from which to ex-
plain historical trends and develop ex-
pectations of the future.

Dental Prepayment Coverage:
From Its Beginnings
Early estimates of dental prepayment
coverage are not generally reliable, given
the relatively small beginnings and the
lack of a general understanding of its
potential importance. Data from the
Health Care Financing Administration
(HCFA) indicate that it was not until
1966 that health insurance payments for
dental care reached as much as 2% of
total expenditures. Dental prepayment
really began significant development in
the 1970s.

There have been several attempts to
measure dental prepayment coverage in
the U.S. over its nearly forty-year history.
However, the measurement of dental
prepayment coverage is difficult in that
all carriers do not regularly report the
number of individuals covered. Sur-
veys of households often discover indi-
viduals who are not sure if they have
dental prepayment coverage.

Perhaps the best or most reliable
measure of the extensiveness of dental
prepayment coverage is the ratio of
HCF.Ns measure of health insurance
dental payments to total dental care ex-

penditures. This ratio is available annu-
ally from 1960 through 1999. Although
this statistic fails to offer direct evidence
of the percentage of the population
with dental prepayment coverage, it does
measure the importance of dental pre-
payment as a source of funds.

It was in the early 1970s that dental
prepayment, as a source of funds,
reached 5% of total dental expenditures.
By 1980, dental prepayment had reached
almost 30% of total expenditures. Dur-
ing the 1980s, dental prepayment contin-
ued its growth, reaching 47.85% in 1989.
This growth in the 1970s and the 1980s
was so rapid that some felt dental pre-
payment would mirror contemporary
projections for medical insurance. At
some point within the twentieth century,
most individuals would have dental pre-
payment coverage, and more than 75%
of all dental expenditures would be
funded through carriers. These projec-
tions did not come true.

Dr. House is Presi-
dent of RRC,
healthcare eco-
nomic consulting
firm in Bryan, Texas.
His e-mail address is
dhouse@rrc-
inc.com.
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In the 1990s, the growth in dental dental prepayment coverage were cheaper
prepayment coverage reached its present than $400, the swing would be greater.
plateau. HCFA figures through 1999 For instance, if dental prepayment cover-

There do not seem to be any market forces at
1 hand that would substantially promote the growth
of prepayment coverage.

show that slightly less than 50% of all
dental expenditures were paid by private
carriers. It seems that during the 1990s,
the magical 50% barrier was ap-
proached but never broken.

Why the Plateau?
There are perhaps differing opinions re-
garding the existence of the 1990s pla-
teau, but the most convincing explana-
tion relates to the economics of the en-
rollees' decisions. This entails an under-
standing of both the tax effect and the
insurance effect. Both play a role in es-
tablishing the plateau.

Most understand the tax effect. Be-
cause dental prepayment is usually a
component of employee compensation
that escapes the federal income tax, em-
ployees benefit from transferring wages
into dental prepayment coverage. If an
individual faces a 30% marginal tax rate,
he or she can elect to use wages to pay
dental prepayment premiums and expe-
rience a personal net gain if there is an
expectation of dental expenses. For in-
stance, suppose an individual expects to
pay $300 during the next twelve months
for dental care. Suppose that a dental
prepayment plan is available at an ex-
pense of $400 with no deductible and
no co-payments. If the employee chose
not to purchase the coverage, he or she
would have an after-tax income of $280
but would face an expected $300 dental
expense. If instead the individual chose
the coverage, he or she would forego
$280 in after-tax income but would have
$300 in dental care fully paid by dental
prepayment. There would be a $20 net
gain from prepayment coverage and a
$20 net loss from no coverage, or a
swing of $40 in after-tax benefit. If

age were $350, the swing would be
$110 in after-tax benefit. With the $400
premium and a 35% marginal tax rate,
the swing would be $80 in after-tax ben-
efit

In short, the tax advantage of dental
prepayment clearly fosters dental pre-
payment enrollments. The higher the tax
bracket of individuals, the greater the
benefit. The lower the premium, relative
to one's expected expenditures, the
greater the benefit

The second major reason for dental
prepayment coverage is the insurance ef-
fect. The individual does not know with
certainty exactly what his or her annual

is it that dental prepayment coverage has
essentially stopped growing? With the
growth of dental prepayment, those
with the higher marginal tax rates would
be among the first to secure coverage.
After those have enrolled, the next best
candidates for enrollment would be
those with slightly lower marginal tax
rates. As enrollments continue to ex-
pand, individuals with lower and lower
marginal tax rates become the best can-
didates. With as much as 40% of the
population enrolled, further growth
must reach even lower tax brackets, and
it is these individuals who should experi-
ence much smaller tax benefits from en-
rollment. At some point, one exhausts
the pool of individuals with sufficiently
high marginal tax rates to make dental
prepayment plans attractive.

Secondly, there has been a consider-
able improvement in oral health between
1960 and 1990. This improvement in
oral health changes the expectations of
the individual. Expected future dental
expenses are smaller than before, and
the future expenses are less uncertain.

A t some point, one exhausts the pool of individ-
uals with sufficiently high marginal tax rotes to

make dental prepayment plans attractive.

dental expenses will be. Given a large
enough group, one's individual experi-
ence will not significantly affect the pric-
ing of the plan. The individual has a net
gain from enrollment if his or her dental
expenses are greater than the premiums
paid, ignoring the tax effect and the pos-
sible re-pricing of the plan. Many will
enroll if there is a reasonably large possi-
bility that his or her future dental ex-
penses will be greater than the premiums
paid. Even if last year's dental expenses
were significantly less than the premiums
paid, there remains a potential benefit
next year in that next year's dental ex-
penses could be greater than the premi-
ums paid.

Since both the tax effect and the in-
surance effect promote enrollment, how

With better oral health, there is less likeli-
hood of the need for a relatively expen-
sive set of dental procedures. With im-
proving oral health, the insurance effect
declines in importance as more and
more individuals view future dental ex-
penditures with much less uncertainty.
Accordingly, fewer opt for dental pre-
payment coverage.

In short, as dental prepayment cov-
erage expands there are fewer non-cov-
ered individuals for whom dental pre-
payment coverage is made more attrac-
tive due to the tax effect. Furthermore,
improvements in oral health make den-
tal prepayment coverage less attractive.
At some point, one would expect to see a
saturation point in coverage, and theU. S.
may be approaching that point.
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The Growth of Managed Core
Studies clearly show that dental prepay-
ment increases the demand for dental
care. Economics clearly tells us that if
the covered individual faces a much

construct the ninety-fifth percentile for a
particular fee. Dentists filing claims with
fees below the ninety-fifth percentile
would be reimbursed at the fee levels re-
corded on the claim form. Dentists flu-

to 
ompetition provides carriers with incentives
offer lower premiums and thereby promotes

efforts to better manage the levels of claims.

lower out-of-pocket expense for care,
more care will be demanded. Once the
premium is paid, the individual has a
greater incentive to seek care. This is
hardly a debatable point.

The expanded quantity of dental
care demanded, promoted by the re-
duced out-of-pocket expense to the pa-
tient, results in relatively high levels of
claims. This forces the carrier to increase
premiums in order to earn a reasonable
return on investment However, market
shares are gained among carriers who
are able to offer lower premiums for the
same coverage. Competition provides
carriers with incentives to offer lower
premiums and thereby promotes efforts
to better manage the levels of claims.

It has been said that managed care in
dentistry has been around since the early
growth in coverage. If one defines
managed care as attempts by a carrier to
manage claims, then managed care came
with the earliest of policies. With time,
the features of managed care have
changed, but its intent is as old as the in-
dustry.

In the early years of dental prepay-
ment, carriers sought to manage claims
by setting limits on the fees used to re-
imburse dentists for the care rendered to
covered patients. UCR was the com-
mon method by which rates were estab-
lished at which dentists would be reim-
bursed. Carriers sought "participating"
dentists who would agree to accept as
the fee basis a certain percentile fee mea-
sured from the claims filed by dentists in
the geographic area. The ninety-fifth
percentile was a common ceiling for re-
imbursement. From claims filed among
participating dentists, the carrier would

ing claims with fees above the ninety-
fifth percentile would be reimbursed at
the ninety-fifth percentile—not the fee
recorded on the claim form.

There has always been a struggle
among carriers to establish a sufficiently
large network of participating dentists in
key geographical areas. It was the par-
ticipating dentist who would not charge
the patient the difference between the al-
lowable fee of the carrier and the cur-
rent fee charged among patients without
prepayment. The carrier with the larger
network of participating dentists in a
community offered assurances that the
patient would be protected from "ex-
cessive" fee levels. However, carriers
seeking to reimburse dentists at relatively

Insurance

Capitation forms of dental prepay-
ment, in which a fee is paid to the dentist
to provide whatever care a patient re-
quires during a specified period, surfaced
in the U. S., but virtually all of these
forms were in effect a combination of
capitation and fee-for-service. Some
services were capitation based and some
were fee-for-service based. Carriers
could dramatically reduce the risks of
capitation plans to dentists by covering
some services through the traditional in-
demnity-type coverage. Capitation in
dentistry has remained a quite small seg-
ment of the prepayment market

The Trade-Off
Today, only about half of the total den-
tal expenditures are paid through dental
prepayment. Public funds supply a small
fraction of the total expenditures, and
the remaining dental expenditures come
from out-of-pocket. Most patients are
not covered by dental prepayment
This lack of coverage is the principal fea-
ture of the market place that constrains
managed care.

Most dentists are confronted from
time to time with participation agree-
ments that seek fee discounts in return
for membership in the carrier's network

Corriers seeking to reimburse dentists at relatively
ow fee levels would have a greater difficulty

estoblishthg and maintaining o large network of par-
ticipating dentists.

low fee levels would have a greater diffi-
culty establishing and maintaining a large
network of participating dentists.

Following developments in other
markets for health insurance, some carri-
ers began introducing networks of pre-
ferred providers, or preferred provider
organizations (PPOs). Unlike the indem-
nity plans through which dentists were
reimbursed on the basis of a fee profile,
the PPO set the reimbursement rates and
then sought dentist participation. Den-
tists would commonly know in advance
the rates of reimbursement

of dentists. The dentist must weigh the
benefits of possible greater patient loads
with the costs of lower reimbursements.
This trade-off is the mechanism through
which carriers seek larger fee discounts
from dentists. In addition to the larger fee
discounts, the carrier benefits from par-
ticipating agreements. The carrier with the
larger dental provider network has some
competitive advantages in the sale of its
policies.

The dentist facing the trade-off of
more patients offered for reduced fees
gains economic protection from the un-
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covered patient. As long as there are suf-
ficient numbers of uncovered patients
who are willing to pay the dentist's full
fee, carriers will be unable to obtain the
deep discounts. Why would a dentist ac-
cept a 300/o fee discount when there are
sufficient numbers of patients willing to
pay a non-discounted fee? This avail-
ability of uncovered patients limits the
ability of carriers to obtain participating
agreements with heavily discounted fees.

The Future
The stagnation in the growth of prepay-
ment coverage in recent years will most
likely portray future trends. There do
not seem to be any market forces at
hand that would substantially promote
the growth of prepayment coverage.

An increase in marginal tax rates would
have a promoting impact, but such an
increase does not appear to be a political
possibility. Improvements in oral health

care. Some have sought collective bar-
gaining as a means to limiting fee dis-
counts imposed by carriers. Is such a
situation in the cards for dentistry? No.

T he dentist must weigh the benefits of possible
greater patient loads with the costs of lower reim-

bursements.

may be a discouragement for enroll-
ment. Less uncertainty of future dental
expenses for the individual reduces the
advantage of dental prepayment. Im-
provements in oral health are expected to
continue in the future.

Many observe the plight of physi-
cians in their struggles with managed

The lack of prepayment coverage
among significant numbers of patients
constrains carriers in their quest for larger
fee discounts. It is the marketplace that
continues to offer the economic protec-
tion dentists seek from managed care.
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Dental Insurance: Design, Need, and
Public Policy

Richard J. Manski, DDS, MBA, PhD

Abstract

The demand for dental insurance is
likely to increase as our nation ages.
However, future dental benefit plans
may need to differ considerably from
their present day counterparts to be
cost-effective. These plans will be
designed to minimize adverse selection,
limiting or excluding some components
found in today's dental insurance plans.
Interest in improving access to care for
the undeserved has gained significant
support as of late. Dentistry should be
prepared to provide the leadership
necessary to help shape the design of
future dental plans and to help improve
the effectiveness of public coverage
programs.

H
eakh and health policy have
been at the forefront of our
nation's political debate for sev-

eral years. Health insurance has dominated
much of this discussion. Recent esti-
mates suggest that approximately 42.3
million Americans do not have health in-
surance (Rhoades, Brown, & Vistnes,
1998).

Nature of Insurance
Insurance is a mechanism conceived to
help smooth some of life's induced and
inevitable bumps. Although for any one

person the risk of facing one of these
unexpected setbacks may be low or rare,
if the unanticipated should happen the
resulting consequence could be serious
and potentially quite harmful. As a pro-
tective mechanism, insurance works well
to divide the potentially devastating fi-
nancial result of such an event into small
and relatively inconsequential costs
among many people. Life insurance,
disability insurance, car insurance,
homeowners insurance, and unemploy-
ment insurance have been designed to
provide security against misfortune or
difficulty or to protect against a signifi-
cant, unpredictable financial loss associ-
ated with adversity.

Health insurance is somewhat more
complicated because it, unlike other
forms of insurance, is provided to not
only protect against a significant financial
loss associated with adversity but is also
provided to protect against a financial
loss, significant or not significant, for
events that would normally be consid-
ered desirable. While major surgery may
be unwanted, unpredictable, uncom-
mon, and financially catastrophic, other
covered services such as office visits and
preventive care are favored, predictable,
common, and not financially ruinous.

Dental insurance is even more atypi-
cal. While dental insurance like medical
insurance differs from other forms of
insurance, dental benefit plans also differ
considerably from their medical plan
counterparts. Unlike medical insurance

plans, which may include a prevention
component but have been primarily
fashioned to protect against expensive
adversity, dental benefit plans have been
designed principally to encourage pre-
vention. Dental benefit plans reimburse
participants for dental care expenditures
that are often expected, routine, and usu-
ally not too expensive (American Dental
Association, 1990; Feldstein, 1988; Zatz,
Landy, & LeDell, 1987). In fact, accord-
ing to one estimate 90% of all families
of four visiting a dentist have expendi-
tures of less than $1,000 (Sunshine &
Dicker, 1987).

With the exception of accidents and
some dental infections, dental care needs
are widespread and more or less pre-
dictable. In comparison with medical
expenditures, Feldstein notes that dental
expenditures are relatively small, ex-
pected, and not catastrophic (Feldstein,
1988). Zatz and colleagues (1987) sug-

Dr. Manski is Professor,
Department of Oral
Health Care Delivery,
Dental School, Univer-
sity of Maryland, 666
West Baltimore Street,
Baltimore, Maryland
21201. He can be
reached at manski
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gest that the term dental "insurance" is
actually a misnomer and correctly sub-
mit that dental benefit programs are not
truly insurance but are rather a form of

to $56 billion in 1999) during the past
forty years (Health Care Financing Ad-
ministration, 2000). A contributing fac-
tor in this growth has been the rapid

I f car insurance were designed like a dental plan,
on oil change and tune up would be covered at

100%; shocks, tires, and batteries would be reim-
bursed at 30%; and accidents would be reimbursed
at 50% with on annual maximum limit of $1,000.

prepayment for a universal need. In ap-
parent agreement with Zatz, Feldstein
adds that dental care programs are a
"form of forced savings."

Accordingly, dental care coverage has
often been referred to as "pre-paid"
dental care rather than dental insurance.
If car insurance were designed like a
dental plan, an oil change and tune up
would be covered at 100%; shocks, tires,
and batteries would be reimbursed at
80%; and accidents would be reim-
bursed at 50% with an annual maximum
limit of $1,000.
On the other hand, while dental pro-

cedures are generally not considered to
be very expensive, an unplanned need
for oral surgery, endodontic, or pros-
thetic care can be costly. For a patient
with such an unexpected treatment need,
dental insurance reimbursement is wel-
come and consistent with the character
of true insurance. Therefore, while den-
tal insurance is somewhat unlike other
forms of insurance, it is also true that
dental insurance is more than just forced
savings and more than just prepayment.
Perhaps, it is best to think of dental in-
surance as a benefit plan that is part in-
surance, part prepayment, and part large
volume discount.

Uses of Insurance
Dental care coverage is popular and its
effect on the use of dental services is
noteworthy. According to the Depart-
ment of Health and Human Services,
dental care expenditures have increased
by almost $54 billion ($2 billion in 1960

proliferation of dental insurance (Health
Insurance Association of America,
1988, 1990; National Association of
Dental Plans, 2000). During the late
1960s, insurance companies began of-
fering coverage for dental expenditures
to large groups already underwritten for
medical expense coverage. While in
1967 only 4.5 million persons were cov-
ered by dental programs, by 1985 ap-
proximately 100 million persons had
some form of dental care coverage
(Health Insurance Association of
America, 1988, 1990; American Dental
Association, 1984). Increasingly, dental

For some who are not employed, dental
insurance can sometimes be secured
through a benefit plan offered by a
spouse's employer or in limited cases
through the private market. Others are
less fortunate and may be unable to pur-
chase any dental insurance at all. Having
dental insurance can also be transitory.
Persons with dental insurance may lose
their coverage subsequent to leaving or
losing a job. In addition, many older
Americans presently employed and cov-
ered by a dental benefit program may
be faced with the loss of dental care
coverage upon retirement

While the loss of dental care cover-
age subsequent to unemployment may
present an additional challenge, some in-
dividuals are offered the opportunity to
maintain their coverage after employ-
ment as a Post-Retirement Health Benefit
(PRHB) at a cost commensurate with
active employee rates (DiCarlo, Gabel,
Lissovoy, & Kasper, 1989). In addition,
other displaced workers not eligible for
PRHBs may be spared the loss of den-
tal care coverage as a result of Federal
legislation. The Consolidated Omnibus
Budget Reconciliation Act of 1985
(COBRA I) and The Tax Reform Act

D entol benefit programs are not truly insurance
but are rather a form of prepayment for o uni-

versal need.

care coverage became a popular fringe
benefit sought after by employees and
their representatives during contract ne-
gotiations. Although the rate of growth
had leveled somewhat by 1985, today
approximately one hundred and fifty
million Americans have some form of
dental coverage (Health Insurance Asso-
ciation of America, 1990).

Historically, health insurance including
dental insurance is secured through em-
ployment. For many who are em-
ployed, dental insurance may be ac-
quired independently as a standalone in-
surance plan or as a component of a
multi-part health insurance benefit plan.

of 1986 (COBRA II) included provi-
sions that may extend dental care cover-
age for some retirees and for some per-
sons recently out of work by as much as
eighteen months Gaffe, & Spacapan,
1988). While PRHB costs are often em-
ployer subsidized, continuation coverage
as mandated by COBRA is often not
subsidized. As a result, the cost for a re-
cently retired or laid off worker for
continuation coverage can be high (Huth,
1988; Jaffe, & Spacapan, 1988;
Shalowitz, 1990).

Persons not eligible for PRHBs or
qualified for COBRA continuation
coverage may be eligible for govern-
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ment assistance to help pay for dental
costs. However, governmental support
for dental care is limited (Kerschbaum,
1983). For instance, with rare exception,
Medicare insurance generally does not
pay for dental care (Health Care Financ-
ing Administration, 1990, 2000; Health
Insurance Association of America,
1989).

Therefore, the absence of dental
coverage through Medicare may present
additional difficulties for recent retirees.
The Health Insurance Association of
America reported that almost 60% of
elderly Americans reported that they
were concerned about a dental care gap
in Medicare. Medicare supplemental
coverage, often referred to as Medigap,
is a form of health care insurance that is
offered to Medicare enrollees by private
insurance firms as a supplement to
Medicare. While Medigap polices are
not sold or serviced by the Federal or
State governments, state laws do exist
that regulate and establish minimum
standards for all Medicare supplemental
policies (Health Care Financing Adminis-
tration, 1990; 2000; Rice, Desmond, &
Gabel, 1989).

All Medigap polices must cover sev-
eral gaps in Medicare coverage such as
the Medicare Part A eligible expense for
the initial Medicare deductible for hospi-
talivation and coverage for the coinsur-
ance amount of Medicare eligible ex-
penses under Medicare Part B. Some
Medigap plans cover additional services

coverage as either a supplement or as a
purchasing inducement (Maryland Of-
fice on Aging, 1991; Maryland Register,
1990).

Targeting to Avoid Adverse
Selection
The demand for dental insurance is likely
to increase as our nation ages. However,
future dental benefit plans may need to

Insurance

iting restrictions. As such, waiting peri-
ods, limited open enrollment, exclusion
of pre-existing conditions, deductibles,
and copayments will be integrated into
these plans.

Persons with limited income who are
eligible for Medical Assistance (Medic-
aid) may also qualify for dental coverage.
However, while Medicaid provides
medical care coverage for all enrolled

P erhops, it is best to think of dental insurance as a
benefit plan that is part insurance, port prepay-

ment, and port large volume discount.

differ considerably from their present
day counterparts to be cost-effective.
Since many of these plans will not be se-
cured through employment and persons
with poorer health will tend to seek cov-
erage at a greater rate than will persons
with fewer health needs, applicants will
represent a level of risk greater than that
of the general population. Feldstein
(1988) describes "adverse selection" as a
condition where "high-risk individuals
are able to purchase insurance at a pre-
mium that is based on a lower-risk
group."

Specifically, individuals with higher
than average risk will have an increased
incentive to purchase insurance, while in-
dividuals with lower than average risk
will have a decreased incentive to pur-
chase these insurance plans. As such,

A olverse selection is o condition where high-risk
individuals are able to purchase insurance at o

premium that is based on a lower-risk group. Specifi-
cally, individuals with higher than overage risk will
have on increased incentive to purchase insurance.

including the cost of a private room, in-
hospital private nurses, home health ser-
vices, and prescription drugs. However,
Medigap plans generally do not cover
dental care expenses. On the other hand,
some Medicare Supplemental Insurance
Products available do offer dental care

these plans will be designed to minimize
adverse selection by crafting plans that
are based on true insurance models by
limiting or exduding the pre-payment
component found in today's dental in-
surance plans and by induding other lim-

children, Medicaid dental coverage var-
ies in scope and generosity among the
different states consistent with the Om-
nibus Budget Reconciliation Act of 1989
(OBRA 1989), state regulations and state
eligibility expansions. For instance, chil-
dren up to age six in families with a
poverty status at least up to 133% FPL,
and children up to age nineteen (phased
in until the year 2002) in families with a
poverty status at least up to 100% FPL
are eligible to have Medicaid dental cov-
erage. Additionally, children residing in
certain states that expanded Medicaid eli-
gibility beyond these minimum income
requirements provide Medicaid dental
coverage to all who are otherwise Med-
icaid eligible (Blue Cross/Blue Shield of
Maryland, 1990). Further expansions in
coverage were introduced in 1997 to
provide health insurance coverage to un-
insured children up to 200% FPL. The
State Children's Health Insurance Pro-
gram (SCHIP) makes funds available to
states to provide this extended coverage
either by expanding Medicaid or by cre-
ating a State Children's Health Insurance
Program (SCHIP).

Refocusing the Debate
During the last fifteen years the concern
and debate encompassing health insur-
ance has crysta Hived into several specific
related topics including catastrophic care
coverage, health care reform, patient
protection, patient privacy, and prescrip-
tion drug coverage. While today's de-
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bate may appear to be principally fo-
cused on patient protection and pre-
scription drug coverage, increasingly at-

to provide dental care coverage for the
elderly may soon begin. The elderly
constitute a vocal and powerful force

ruture dental benefit plans may need to differ
considerably from their present day counterparts to

be cost-effective.

tendon and interest has also been fo-
cused on dental insurance, dental use, and
the difficulties that many poor and near
poor have in getting access to the care
they may need and want.

Notwithstanding the availability of
Medicaid coverage for dental care, low
dental services use rates persist among
low-income persons. According to the
GAO low-income children do not re-
ceive regular dental care (U.S. Govern-
ment Accounting Office, 2000a, 2000b).

Interest in improving access to care
for the undeserved has gained significant
momentum and support lately. For in-
stance, the recently released report of the
Surgeon General, Oral Health in
America, has inspired new and added
interest in the oral health care needs of
poor Americans (Department of Health
and Human Services, 2000). In addi-
tion, initiated by several members of
congress, the GAO published two re-
ports describing disparities in access to
dental care that exist among poor chil-
dren ( Government Accounting Office,
2000a, 2000b). The Health Care Financ-
ing Administration (HCFA) has also be-
come involved with an attempt to im-
prove State's commitment and obliga-
tion to appropriately administer and
fund dental care for poor children. The
American Dental Association has de-
voted an entire chapter to dental care ac-
cess in its soon to be released report on
the future of dentistry. Although most
of this attention has been concentrated
on children, it may only be a matter of
time until this interest expands to include
adults and more specifically the elderly as
well. In fact, this time may be near.

Perhaps, as soon as the prescription
drug coverage debate ends, the debate

capable of influencing Congress. The
turmoil concerning catastrophic care
during the late '80s and recent efforts to
add prescription drug coverage to
Medicare provides evidence of the rela-
tively new capacity of the elderly to af-
fect policy outcomes. In addition, the
American Association of Retired Per-
sons (AARP), a significant lobbying
force on Capital Hill, relentlessly at-
tempts to initiate, block or change pro-
posed legislation on behalf of its mem-
bers.

Therefore, dentistry should be pre-
pared to join this debate as well if and
when it begins. However, in the near
term our primary challenge will be to
improve access for those covered by
Medicaid or SCHIP Causes for dispari-
ties in access among poor and near poor
persons are multifaceted. While specific
suggestions required to reduce disparities
in access may be complex and beyond
the scope and purpose of this paper,
dentistry should be prepared to provide
the leadership necessary to improve the

effectiveness of these programs.
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The Full Cost of Dental Insurance:
Who's Really Minding the Store?

Frederick E. Aurbach, DDS, FACD

Abstract
A private practitioner describes the
evolution of control of practice by
insurance companies. The effects of
assignment of benefits have been to
limit patients' demand for care to
what will be covered by insurance,
postponement of needed care,
damaging the relationship between
patients and dentists, and erosion of
patients' sense of responsibility for
their own oral health. Current trends
toward electronic filing of insurance
claims are seen as an acceleration of
these practices. Educating patients
regarding their role in their own care is
proposed as a needed response.

S
o you're in the private practice of
dentistry? You're the owner of the
practice? That makes you "self-em-

ployed" doesn't it? Or so you think! If you
are accepting assignment of benefits from
insurance companies, you are working
for the insurance companies. As one of
my mentors has stated, "Most dental of-
fices have at least one employee that
works for the insurance companies, yet
the 'employing' dentist pays the salary
and provides any benefits for that 'em-
ployee."

With the advent of "third parties" in
the form of dental insurance companies,

there was a great controversy as to
whether or not a dentist should accept
"assignment" of the payment directly

tal dollar in the hands of the general pub-
lic. Many people sought needed dental
treatment that had been postponed due

T his system, which seemed so innocent, has
spawned a monster.

from the insurance company. Many
dentists warned that by accepting assign-
ment the profession was opening itself
to the ultimate control by the insurance
companies. Many scoffed at such a
prophecy and proceeded to accept the
assignment. The acceptance of the as-
signment was justified as "providing a
service to the patient." Soon, the insur-
ance companies were asking for radio-
graphs to be sent to them to verify the
validity of the claim. The prophets again
said, "don't do it, the insurance compa-
nies will eventually control the profes-
sion." Due to many of the prophets be-
ing in leadership positions of organized
dentistry, their warnings were not wel-
comed by the insurance industry. As a
result, the federal government became
involved through the Federal Trade
Commission, (FTC). There were several
state dental organizations that were sued
by the FTC, eventually resulting in a
settlement that has to this day muzzled
the voice of organized dentistry.

In many ways the advent of dental
insurance was beneficial to dentistry. For
the first time there was a designated den-

to what they perceived to be financial
reasons, and for the dentists, business
was booming. Most insurance carriers
offered a "benefit" with the patient pay-
ing a percentage of the fee with the in-
surance carrier's liability being a maxi-
mum of one thousand dollars per year.
This system, which seemed so innocent,
has spawned a monster. We have now
raised a generation of people, including
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legislators, who feel that dental benefits
are a right and a generation of dentists
who have been trained to fill out claim
forms and to treat only for what the in-
surance company will pay. Dentists have

into the relationship between the dentist
and the patient. Dentistry has moved
away from the original dental model to
the model that we see in veterinary
medicine. In the veterinarian's office, it is

Whether it is in the traditional insurance system
or DR. we must re-educate the public to the

individual responsibility for ones own health. Many
dentists warned that by accepting assignment the
profession was opening itself to the ultimate control
by the insurance companies.

readily agreed to become the insurance
agent for the insurance companies, re-
sulting in the patient expecting the dentist
to be knowledgeable about every policy,
provide claim services, and accept the as-
signment of the benefit which has
eroded the personal responsibility of the
patient. By being so eager to please, the
profession of dentistry took the bait.
The insurance companies have kept their
fiscal liability at the same level over the
course of the years; they pay a percent-
age of an average fee covering a postal
zip-code area or range of zip codes
whichever they find to their benefit. By
this tactic, the insurance companies are
the ones that establish the fees of most
dental offices.

One of the most misunderstood
terms in the business of dentistry is
"fee-for-service." The confusion exists
because it depends on the definition of
the term. The American Dental Asso-
ciation defines fee-for-service as when
the dentist establishes and expects to re-
ceive full fee for service rendered. Third
parties define it as whenever the dentist
provides a service then a fee is paid for
that service. The crucial difference in the
two definitions is who determines the
fee. Who pays for the services, whether
it is the patient directly or the third party
or a combination of payers doesn't re-
ally make any difference; it is who estab-
lishes the fee that is the critical question.

As the years passed, insurance com-
panies have intruded more and more

the payer, not the patient who makes the
decision as to what treatment the patient
receives. The animal only receives the
treatment for which the owner is willing
to pay, regardless of the animal's need.
Thus, the veterinarian only provides that
treatment for which he or she will get
paid. In the dental office we see many
patients who now believe that if the in-
surance company doesn't cover it, they
must not need the diagnosed treatment.
The patient makes decisions on treat-
ment, not based on the diagnosis of the
dentist, but based on the contractual
limitations for which the insurance com-
pany will pay.

In addition, the insurance companies
then required "pre-determination,"

Insurance

treatment, the fewer claims they will
have to pay.

When the pre-determination is even-
tually returned to the patient in the form
of an "Estimate of Benefits Statement,
(EOB)," the patient is told that his or her
dentist is charging fees that are beyond
the policy limits. Sometimes the state-
ment even uses the term usual, custom-
ary, and reasonable, (UCR). These state-
ments, not so subtlety, tell the patient that
their dentist is too expensive (or dishon-
est). Most policies have what is known
as the LEAT clause, meaning that the
policy will pay for the Least Expensive
Alternative Treatment. When this clause
is applied, the subliminal message is that
the patient's dentist is over-treating Dur-
ing this process of pre-determination
the treatment is delayed and with each
succeeding question put forth by the in-
surance company the knife of distrust is
thrust into the dentist-patient relationship.
Today, the EOB directs the patient to
call a toll-free number to receive the
name of a dentist who participates in the
insurance company's "plan." This type
of subversive tactic is a blatant attempt
to get the patient to change dentists.

There is an axiom that needs to be
stated at this point: The dentist does not
need the insurance industry to provide
dental services to patients. Sadly, even
organized dentistry (the ADA) in re-
sponse to the involvement of a vast ma-

n the dental office we see many patients who
now believe that if the insurance company o'oesnt

cover it, they must not need the diagnosed treat-
ment.

which supposedly instructed the patient
as to what the insurance company's limit
of liability was in providing benefits un-
der the contract. This procedure has
evolved into an administrative game by
which needed dental treatment is post-
poned by the insurance company using
different techniques of procedural delay.
Obviously, the longer the insurance com-
pany can cause the patient to postpone

jority of the dentists with third parties,
has spent millions of dollars dealing with
issues pertaining to the insurance industry
and its intrusion into the practice of den-
tistry. Unfortunately, most of the in-
volvement of organized dentistry has
been in the area of standardizing the
claim forms, procedure codes, the de-
velopment of the Parameters of Care
for Dentistry, and most recently direct re-
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imbursement. The Parameters of Care,
as developed by the American Dental
Association, are the only parameters of
care that have been developed without
regard to costs or limitation of the pro-
fessional judgment of the dentist. All
other parameter documents have some
element of control over the professional
judgment of the dentist as it pertains to
the techniques, materials, and costs of
treatment rendered. Unfortunately, the
insurance industry doesn't care what the
membership of the ADA thinks or wants
— unless it is to the benefit of the insur-
ance industry. The insurance industry ac-
cepted the standardized claim form de-
veloped by the ADA, and for the most
part they have accepted the Current Dental
Terminology (CDT-2) but they refuse to ac-
cept the non-insurance friendly Dental
Practice Parameters.

Any suggestions or recommenda-
tions to the insurance industry from the
ADA are ignored; giving a perfect ex-
ample of the adage, "he who has the
gold makes the rules." The only way the
ADA will be able to affect the insurance
industry will be through legislative action.
Unfortunately, unless the ADA is aggres-
sive, it may be too late! We are fighting

Today, even though the policy of the
ADA is to oppose mandatory electronic
claim filing, the ADA is heavily involved
in developing procedure codes and

choice! In those situations, the patient is
stripped of his or her freedom to
choose and becomes nothing more than
a pawn in the employer's search for a

The process of returning the responsibility for the insur-
once claim bock to the patient and to the employer

can only begin by first giving it bock to the potient.

other areas of electronic standardization
(SNODENT, HIPAA). Once the ADA
accepts standardized electronic informa-
tion systems, the insurance industry and
government will have the means by
which they can and will totally control
the practice of dentistry. The sad part
of this is that we are doing it to our-
selves! Could it be that the Division of
Dental Practice through the work of the
Council on Dental Benefit Programs,
Council on Dental Practice, and the De-
partment of Informatics is an inadvert-
ent "Trojan Horse?"

As insurance invaded the dental of-
fice, "dentists were taught to use the in-
surance game for profit. Insurance
companies used the insurance game for
profit. Patients used dental insurance as a

nce the ADA accepts stondordizeci electronic
information systems, the insurance industry and

government will have the means by which they can
and will totally control the practice of dentistry.

an uphill battle. To paraphrase another
dentist, "To Arms! To Arms! The
HIPAA is coming!" HIPAA (Health In-
surance Portability and Accountability
Act) regulations that are supposed to go
into effect in October of 2002 will force
all dental offices (and all medical provid-
ers of all types) to file insurance for the
patients and will probably require that
this be done electronically. If you liked
OSHA, you'll love HIPAA! The ADA is
going to have to expend some legislative
capital in order to preserve the private
practice of dentistry.

way to avoid their own responsibility
for health. The cycle of dependency
and decay continued to get worse as
more and more dentists became insur-
ance dependent. Quality continued to
go down and expenses continued to rise
as they do in any high volume, low qual-
ity business" to quote Schuster, The
Dreadful Story in The Profit-Abik0 Man-
agement Method, 1996.

Insurance programs that use a "pre-
ferred provider" list from which a pa-
tient must choose a dentist is not free-
dom of choice, it is a limitation of

low cost dental plan. Peter Block, in his
book, Choosing Service Over Self-Interest,
says, "If you have the right to dictate ser-
vice to another, you cannot call them a
customer (patient). Calling people you
can demand a response from a cus-
tomer (patient) is manipulation—using
the language of consideration to soften
the coercion in the relationship." When
the patient is subjected to the dictates of
others outside the dentist-patient rela-
tionship, the patient is not being treated
with dignity and mutual respect. Not
until the dentist eliminates the insurance
companies from the dental office will
the dentist understand just how much the
insurance company is in control of the
practice of dentistry.
A word about direct reimbursement.

DR is what is hoped to be the great
emancipator—and it is better than the
traditional dental insurance programs.
However, DR still perpetuates the idea
that someone else is responsible for the
patient's dental care. What can one do?
Somehow, whether it is in the traditional
insurance system or DR, we must re-
educate the public to the individual re-
sponsibility for one's own health. I have
chosen to re-educate my patients by not
accepting the assignment of their benefit
By doing so, and by encouraging the pa-
tients to complain to their Human Re-
source department about the administra-
tive games played by the insurance com-
panies in the delaying of claim payments,
the patients are beginning to understand
that the insurance companies are in the
business of collecting premiums, not
paying claims. When the insurance
company balks at paying the claim, the
patient's anger is now directed toward
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the insurance company, not the dentist.
This is not to say that the dentist cannot
be an advocate for the patient. It is pos-
sible to help the patients help themselves

the insurance company. The decision to
totally disassociate the dental office from
dental insurance is a major step and one
that cannot be made flippantly. The pro-

D uring this process of pre-determination the treat
ment is delayed and with each succeeding ques-

tion put forth by the insurance company the knife of
distrust is thrust into the dentist-patient relationship.

without assuming responsibility for the
patients. If a narrative is needed, I send a
"patient education" letter to the patient
to accompany the patient's own letter to

cess of weaning the office from insurance
dependency begins in the mind of the
dentist This is such a departure from the
norm that many dentists do not believe

Insurance

that it can be done. It would be much
easier never to begin taking assignment
than to retrain an established patient base.
However, most dentists who began prac-
ticing in the early seventies have grown up
with dental insurance and have readily ac-
cepted the assignment of benefits

The process of returning the respon-
sibility for the insurance claim back to the
patient and to the employer can only be-
gin by first giving it back to the patient.
This is being done, one office at a time,
one patient at a time. More and more
offices are being successful in severing the
insurance umbilical cord. This trend will
further differentiate a private care practice
from the insurance driven model.

Journal of the American College of Dentists 2001 1 7



Insurance

Dental Benefits —Expanding Access
to Dental Care

Evelyn F. Ireland, CAE

Abstract
The Executive Director of the
National Association of Dental Plans
presents statistics describing recent
trends in product mix, growth in
voluntary benefits and referral plans,
geographic concentration, and
industry consolidation in the dental
benefits industry. Current issues
include dental workforce, the
economy, human resources policies,
and regulation. The issue of quality
oral health care is identified as
needing consensus definition by the
entire dental industry.

The Forest
It is important to examine the broad im-
pact of the dental benefits market be-
fore delving into the detail of the seg-
ments of the market from a descriptive
or critical perspective. What impact
have dental benefits of all types had on
oral health in the United States?

In 2000, the Surgeon General's Report
on Oral Health, clearly established the link
between oral health and general well be-
ing. That report also showed that one
of the major barriers to oral health was
lack of dental insurance. Dental insur-
ance meets the consumer issue of inabil-
ity to pay out of pocket. Data in the re-
port illustrated that when insurance was
present there was an increase of more

than 20% in the use of dental services.
More than 70% of Americans with pri-
vate dental insurance have seen a dentist
in the past year, while of those without
insurance only about half see the dentist
annually.

The report went on to estimate that
while forty-four million Americans lack
medical insurance, about one hundred
and eight million lack dental insurance.
It concluded that only 60% of baby
boomers receive dental insurance
through their employers, and most older
workers lose their dental insurance at re-
tirement. It also documented that unin-
sured children are two and a half times
less likely to receive dental care than in-
sured children, and as well that children
from families without dental insurance
are three times as likely to have dental
needs as compared to their insured
peers.

Clearly dental insurance promotes ac-
cess to care and dental health. Expand-
ing insurance and other forms of dental
benefits therefore expands access with a
positive impact on dental health. Con-
tracting dental benefits has the opposite
effect.

The Trees
The dental marketplace has changed sig-
nificantly over the past decade. In the
late 1980s when the federal government
measured the dental insurance market-
place, there were approximately ninety-
five million Americans with dental ben-
efits. In 1999, NADP market data puts
the number of Americans with dental

benefits at 56% of the population (Table
1). Early reports of 2000 and 2001 en-
rollment place that figure at more than
60%.

Dental Benefits Product Mix/
Cost
Since the late 1980s the mix of dental
benefit products has changed as well.
Until the mid-80s virtually the only den-
tal benefit product was dental indemnity
coverage, i.e., reimbursed fee for service
(see sidebar of terms). In the mid-80s
dental HMOs developed as a balance to
relatively high dental benefit premiums in
indemnity dental plans and as a reflection
of the medical market's move to this
model to provide care focused on pre-
vention

From that time through today, dental
HMO monthly premium averaged 40%
to 50% below dental indemnity premi-
ums (see Table 2) offering a similar mix
of benefits that focus on prevention
though low out-of-pocket or no cost
preventive services. Through the mid-
90s dental HMOs grew at a rapid pace

Ms. Ireland is the Ex-
ecutive Director of
the Notional Associa-
tion of Dental Pions,
headquartered in
Dallas, Texas. Her e-
mail address is
eireland@nodp.org.
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Table 1. Dental Benefits at a Glance

Market

Segments

Line of Business 1996 1997 1998 1999 1999

Dental HMO SubTotal 24,668,084 27,205,413 27,927,504 27,400,350 17.9%

% Changes Year-to-Year 24.75% 10.29% 2.65% -1.90%

Dental PPO SubTotal 21,479,793 29,115,333 39,462,795 47,722,518 31.2%
% Changes Year-to-Year 37.11% 35.55% 35.54% 20.93%

Dental Referral Networks Subtotal 8,640,888 9,443,651 10,549,735 11,984,170 7.9%
% Changes Year-to-Year 22.01% 9.29% 11.71% 13.60%

Dental Managed Care SubTotal

Indemnity SubTotal
% Changes Year-to-Year

EST: Total Dental Benefits Market
% Changes Year-to-Year

% Population with Dental Benefits

54,788,764 65,764,397 77,940,034 87,107,038 57.0%

78,020,224 74,661,490 70,107,140 65,830,604 43.0%
-4.04% -4.30% -6.10% -6.10%

132,808,988 140,425,887 148,047 173 152,937,643 100.0%
7.25% 5.74%

52.44%

5.43% 3.30%

54.78% 56.08%

Source: NADP 2000 Dental Benefits Repot Premium Trends copyright 2000

increasing from 7.8 million Americans
covered in 1990-the first year that
NADP recorded the size of this market
segment to almost 30 million in 1998.

This was nearly a four-fold increase.
Through the mid-90s, there were two
types of dental insurers. The traditional
health companies that offered dental in-

demnity benefits and newer-often entre-
preneurial-dental HMOs. The latter
were mostly free-standing companies or

Table 2. Group Dental Benefits Employee-Only Dental Benefits Premiums

$24.65
$23.09

$20.00 $21.74

$18.00 $19.00

$15.50 $16.00 $16.50 $17.87 $18.28 $19.41

$10.95 $11.25 $11.96 $11.89 $11.66 $11.88

•

1995 1996 1997 1998 1999* 2000

HMO -AL- PPO -A- Indemnity

Source: NADP 2000 Dental Benefits Report: Premium Trends copyright 2001

$25.89 $27.20

$12.36 $12.45

2001E 2002P
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in some instances, subsidiaries of large
life and health insurers.

Dental PPO Market Emerges
in the Mid-90s
However, for every market change,
there is a counter trend; for every action,
a reaction. Not all of the increase in
dental HMO enrollment came from
overall market growth. Much of the in-
crease in dental HMO enrollment was at
the expense of traditional insurers dental
indemnity block of business. This fact
coupled with dental HMOs detractors
spawned the development of dental

cans. By 1998, the growth of all net-
work-based dental products, largely
pushed by the introduction of dental
PPOs, had pushed the majority of the
market from traditional dental indemnity
products to the three types of network-
based products, i.e., dental HMOs, den-
tal PPOs, and dental referral plans.

Voluntary Benefits Grow
As the types of benefit plans changed,
who paid for them did as well. Many
employers paid for all or part of dental
indemnity benefits. With the birth of the
dental HMO, low monthly premiums,

(Table 3) and created a new product,
dental referral plans as well.

Dental Referral Plans
Dental benefit market competition fo-
cused primarily on employer offerings of
group products. While dental HMOs of-
fered some individual products in the
early 90s this product had high turnover
rates as individuals, bought the products,
used the benefits for specific needs and
discontinued the coverage. As a result,
individual products were hard to price
and are rarely offered today.

Table 3. Source of Payment by Dental Benefit Product

46%

43%

29%
28%

48%

39%

47%

14%

Dental HMOs Dental PPOs Indemnity Plans Referral Networks

Employer Paid El Shared 0 Employee Paid

Source: NADP 2000 Dental Benefits Report: Premium Trends copyright 2601

PPO products in the mid 90s. In 1994
when NADP began representing and
measuring the dental PPO market, en-
rollment was just under eleven million
Americans; this is about where the dental
HMO industry was in 1991. However,
the dental PPO product has grown
more swiftly since the mid-90s and to-
day serves about sixty million Amen-

allowed small and medium employers to
offer benefits but not pay for the premi-
ums. This type of product was called a
"voluntary" benefit, as employees volun-
tarily signed up for the benefit. In the
early 90s, this product was virtually only
written by dental HMOs. However, its
success in this sector, has expanded into
all segments of the dental market today

This left a market niche to be filled
for both the self-employed, small
groups, and the unemployed. Following
the trend in prescription drug discount
cards, several companies developed
dental referral plans, i.e., products which
provide the consumer a discount al-
though he or she must pay the full cost
of dental coverage out-of-pocket. In
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1994 when NADP began tracking den-
tal referral plans data, enrollment was
about six million and is more than
double that today. Dental referral plans
are based on a network and so can be
offered as a lower cost alternative prod-
uct when employers cannot afford and
insured product. Typically, dental refer-
ral plans average $3 to $6 for individuals
and $6 to $9 for families per month.

Integrotion
As the market matured, dental insurers
found that employers focused on differ-
ent benefits to meet different needs.
Dental benefits are a highly rated em-
ployee benefit—among the top three ac-
cording to the U.S. Chamber of Com-
merce. Different employee populations
had different needs that were met by
different products. Employee popula-
tions that needed low cost and low, pre-
dictable out-of-pocket expense because
the employee's were buying coverage
themselves or had little disposable in-
come fit the dental HMO profile. Em-
ployers who focused on cost but
wanted broader networks to meet em-
ployee needs might ask for a dental
PPO or POS (Point of Service) option
on a dental HMO. Employers that were
involved with collective bargaining or
wanted no limits on choice of dentists,
might opt only for a dental indemnity
plan.

Companies with only one product
could not meet the range of market de-
mands. Thus, in the mid 90s, the market
began to consolidate into companies
with an integrated array of products.
Dental HMOs, such as today's
CompBenefits, bought or formed part-
nerships with dental indemnity insurers.
Other dental HMOs, like CIGNA Den-
tal, created dental PPO products. Den-
tal indemnity insurers, like Ameritas and
Protective Life, bought dental HMOs.
Today, except in markets where there is
relatively high dental benefit penetration
(the Pacific Coast) or unique market en-
vironments (Minnesota), there are rela-
tively few dental benefit companies that
write only one type of dental benefit
product.

Geography
Since most dental benefits are provided
as an employee benefit, the concentration
of benefits followed highly populated
states. In 1999, ten states accounted for
about 75% of dental HMO enrollment,
68% of dental PPO enrollment, 78% of
dental referral enrollment, and 65% of
dental indemnity enrollment. Table 4
shows the similarity between the top ten
states by line of business. Just seventeen
states account for more than two-thirds
of all the dental benefits in the United
States.

Issues Affecting the Future of
the Dental Benefits Market
There are four broad trends that affect
the dental benefits market in the short
and long term: dental manpower, the
economy, human resources trends, regu-
lation (both federal and state), and tech-
nology.

Dental Workforce. NADP began
studying the predicted downturn in the
number of dentists in late 1999. Our
Provider Practice Capacity Initiative out-
lined the impact of a decrease in the
number of dentists to more than 2000
dental benefit executives at our Annual
Conference last October. From a peak
of 60 dentists per 100,000 population in
1990 to project 50 per 100,000 in 2015,
absent offsetting trends like new thera-
pies that change the mix of dental ser-
vices, the number of dentists serving the
American public will have an impact on
dental health and access. This trend
could slow the growth of dental insur-
ance products that provide access as
well.

The Economy. In a near full-em-
ployment economy where liberal em-
ployee benefits are one key to obtaining
and retaining the best employees, the
most open dental benefit products have
an edge in the market. Despite this situ-
ation in the recent, past, dental PPO
benefits grew while dental indemnity
products lost market share. As employ-
ers are faced again with double-digit
medical cost increases and less unem-
ployment, surveys like Mercer/Foster &
Higgins indicate that more costs will be
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shifted to employees. This means that
lower cost dental benefit products may
see some resurgence in the near term.
Human Resources Trends. Em-

ployee Benefit News and other human
resources publications herald a trend to
cafeteria plans of benefits, i.e., create a
mix of benefits, then let the employee
choose what is appropriate for their cir-
cumstances. With dental benefits being
highly rated, there is little likelihood that
they will be dropped by employees, but
again with higher medical costs, lower
cost benefits with predictable out-of-
pocket costs will prevail. This trend to
consumer choice may also dictate a re-
surgence in comparable information on
plans, like the trend to medical report
cards in the late 80s and early 90s.
NADP is exploring the creation of a
common dental benefit satisfaction in-
dex to meet this need.

Regulation. Dental benefit plans are
licensed exclusively at that state level.
The description of the state scheme of
regulation can best be described as var-
ied. Some states, like California and
Texas have relatively strict dental HMO
regulation, but little on other types of
dental benefits. Texas does not even
permit the traditional dental PPOs.
Other states regulate dental benefits un-
der the Limited Health Service Organi-
zation Acts or a variety of other statu-
tory schemes.

The most significant upcoming regu-
lation of dental benefits and indeed of
dentists themselves is not at the state
level, it is federal implementation of Title
II of the Health Insurance Portability and
Accountability Act or HIPAA. Title II
relates to administrative simplification
and addresses electronic transactions, pri-
vacy, and security. The first compliance
date under this title is October of 2002
for electronic transactions, the next is for
privacy in April the following year. The
compliance efforts with the relevant
regulations for most companies are tak-
ing two to three years and will cost be-
tween $750,000 and $3.5 million per
company.

Dentists may rely on their practice
management software for electronic
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transaction compliance and the industry
is working on solutions that will make
that part of HIPAA transparent to a
dental office. However, that does not

capital. While NADP data that is about
to be released shows that recent savings
in administrative costs have gone to
higher payments to dentists as well as to

three key arenas in which to focus to ful-
fill this mission.

Dental Workforce. What are the
ways that the dental benefits industry can

Table 4. Top Ten States by Line of Dental Benefit Product
(Listed in Decreasing Significance of Size Unless Noted)

Rank Dental HMO Dental PPO Dental Referral Dental Indemnity

1. California California California California

2. Florida Florida (8) Florida (7)

3. New York New York (5) New York New York (4)

4, Texas Texas (7) Texas (4) Texas (5)

5. Pennsylvania Pennsylvania (2) Pennsylvania (10)

6. Maryland Maryland (5)

7, Tennessee

8. New Jersey New Jersey (9)

9. Illinois Illinois (3) Illinois (2)

10. Arizona Arizona (8)

Michigan (4) Michigan (3)

Massachusetts (6) Massachusetts (6) Massachusetts (2)

Ohio (10) Ohio (6)

Virginia (9)

North Carolina (7)

Wisconsin (9)

Minnesota (10)

relieve the dentist's obligation for com-
pliance. Compliance with the Privacy
and Security Standards under HIPAA
will not be as simple for the dental of-
fice as patient information and records
are the focus of this effort and penalties
are steep

HIPAA should occupy center stage
on the regulatory front for the next sev-
eral years as well as engage significant

improving the bottom line, this trend
may be reversed by HIPAA.

Facing the Future Together to
Expand Consumer Access
NADP's mission is to "promote and
advance the dental benefits industry to
provide consumer access to affordable,
quality dental care." There are at least

work with other segments of the dental
benefits marketplace to expand current
capacity and create additional capacity.
The issues are myriad. From unfilled
faculty positions at dental schools to un-
filled student slots there and at schools
of dental hygiene, there are opportunities
for the entire industry to work together
to expand access to care.
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As Executive Director of NADP, I
have participated in the American Col-
lege of Dentists Ethics Summits and
ADT.Ns Dental Summits to build
bridges to other organizations and create

networks as one method of assuring ad-
equate access. To expand networks, a
variety of experiments are beginning
with other methods of payment for
dental HMO networks. Some of these

enrol insurance meets the consumer issue of
inability to pay out of pocket.

dialogue that is necessary to work to-
gether. NADP profiles individual com-
pany efforts at funding faculty positions
and working with schools of dental hy-
giene to create more capacity. But, more
must be done.

Benefit Structures. The 2000 Mer-
cer/Foster & Higgens' National Survg of
Employer-Sponsored  Health Plans found that
the median deductible of $50 and maxi-
mum annual benefit of $1000 for dental
plans overall remained unchanged. New
therapies such as remineralization, the im-
pact of sealants on the reduction of car-
ies, and other changes in the practice of
dentistry raise questions for the structure
of the dental benefit package. A panel at
this year's NADP Annual Conference,
October 10-12 in Toronto, Canada, will
begin to explore potential changes in the
structure of dental benefits.

Capitation. This for of financing
oral health care has been a difficult con-
cept for dentists to reconcile with the his-
torical fee-for-service method of reim-
bursement. While capitation offered an
immediate, stable patient base and
monthly income, it was hard for dentists
to grasp the reduction in overhead for
marketing and the incremental addition
of income to a practice for dental
HMO patients. As well, dental HMO
networks remained relatively narrow of
necessity to assure that dentists in the net-
works had enough patients to met costs.
Employers consistently demanded ex-
panded networks. Many state regulators
also measured depth of dental HMO

are prevalent in the Medicaid market,
other are being tried in the largest dental
market, California. Long-term stability
in the dental HMO market may be meet
by developing new forms of payment
for dentists in the networks or making
the old forms more understandable.

Quality. Today, there is no system
for measurement of dental quality.
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chusetts and Kaiser Dental Plan have
worked on similar programs. The Cali-
fornia Association of Dental Plans has
undertaken a calibration of the dental au-
ditors program to establish common re-
view standards of charts in required au-
dits. MetLife recently announced fund-
ing of a study to explore whether dental
risk assessment has an impact on the
amounts and types of treatment pro-
vided. These are but a handful of on-
going industry initiatives.

Dental benefits in general do not
measure quality or interfere with the in-
dividual dentist's preferred practice pat-
terns. Claims review focus largely on
whether a benefit exists for the treatment
provided. Until the industry and/or the
dental profession develop a system of
measurable quality, quality will be little

he only quality measurement programs that
exist today in dentistry have been created by den-

tal benefit plans.

Many publications and television pro-
grams have amply demonstrated that a
single patient will get differing recom-
mendations for treatment from a cross-
section of dentists. Until there are diag-
nostic codes and outcomes research on
appropriate treatment for specific dis-
eases, quality is basically a defense for the
way a particular dentist prefers to prac-
tice. While state regulatory authorities
may require dental benefit plans to have
quality programs, they are largely done
by chart audits where one dentist judges
the work of another based on experi-
ence with limited calibration.

The only quality measurement pro-
grams that exist today in dentistry have
been created by dental benefit plans, i.e.,
HealthPartners of Minnesota and their
dental groups developed a system of
prescribed treatments for specific dental
problems. Delta Dental Plan of Massa-

more than a political debate. NADP
asked the ADA to join in a discussion of
the development of a system of quality
in the mid-90s. After initially accepting
our invitation to a panel discussion at our
Annual Conference, the ADA canceled
its appearance just a few weeks before
the conference. Quality remains a topic
that demands the attention of the entire
industry.

Summary
The dental benefits system is working to
expand access to dental care and im-
prove dental health. All industries have
their issues, NADP stands ready to work
with dentists, the dental manufacturing
and supply industry, labs, pharmaceutical,
dental schools, schools of dental hy-
giene, auxiliary programs, and other to
improve consumer access to affordable,
quality dental care.
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Dental Benefits Terminology

Capitation is a provider reimbursement method where general dentists are paid a fixed fee per
month based on number of individuals enrolled under a dental HMO benefit plan select or are
assigned to a dental office. This method of reimbursement pays the dentists regardless of the care
accessed by the enrolled population assigned to the dental office. There are no pre-authorizations for
care or claims to file although some dental HMOs require authorization for referral to a specialist. The
enrollee often also pays a fixed fee per office visit for the type of procedure performed in that visit.

Dental HMO refers to a company that provides comprehensive dental benefits to a defined
population of enrollees in exchange for a fixed monthly premium and pays for general dentistry
services primarily under capitation arrangements with a contracted network of dentists. Specialists
are generally paid on a discounted fee-for-service basis. This term includes point-of-service dental
HMOs that provide an enrollee option to opt out of the HMO provider network at the point-of-
service and obtain dental services on a fee-for-service basis.

Fee-for-Service refers to a method of payment where beneficiaries are covered under a benefit
plan allowing access to any dental care provider. Providers or the beneficiaries are reimbursed on a
per procedure basis based upon fees charged.

Dental Indemnity refers to benefit plans where the providers are reimbursed on a fee-for-service
basis and there are no discounted provider contract arrangements whereby the provider agrees to
accept a fee below their customary fee. This type of coverage is usually fully insured, i.e. the risk for
claims incurred is transferred from employer to a third party insurer for a specified premium. However,
many large employers self-insure this and other products by retaining the risk for claims and paying a
contractor service fees to manage claims processing and other administrative functions.

Dental PPO  refers to a dental plan that provides dental benefit products with two key
characteristics. Dental plans enter into contracts with providers for the express purpose of obtaining a
discount from overall fees. Discounts may be negotiated on a provider practice basis or through use
of a schedule of fees. Enrollees receive value from these discounts when using contracted
providers. Again this type of dental benefits plan may be fully insurance where the risk for claims
incurred is transferred from employer to a third party insurer for a specified premium or self funded
where the risk for claims is retained by the employer or its employees and service fees for
processing claims are paid to a third party. (NOTE: Generally Dental PPO products do not include
participating provider agreements based on fee-for-service where the provider and plan do not
intend to reduce fees, such as Delta Premier plans or most Blue Cross/Blue Shield dental products.)

Dental Referral Plans are non-insured programs in which a panel of dentists agrees to perform
services for enrollees at a specified discounted price, or discount off their usual charge. No payment
is made by the referral plan to the dentists; dentists are paid the negotiated fee directly by the
enrollee. Some industry members refer to this product as provider access organizations; others refer
to them as discount card plans.

Voluntary refers to a group product offered through the employer where the employee pays
100% of the premium.
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The Case for Dental Preferred Provider
Organizations

Thomas D. Gorowka, DDS, MS, MPA

Abstract

The dental PPO market is the fastest
growing segment of the dental benefits
business. As with traditional indemnity
plans, dentists are reimbursed on a fee-
for-service basis. Members can refer
themselves to dentists of choice,
including specialists, inside and outside
the network. Employers' interest in
DPPOs is expected to continue as
they seek to control or reduce
expenses associated with dental
benefits plans. Dentist participation in
managed care programs significantly
lags medical, and fewer than half of
practicing dentists participate in
DPPOs. Negotiated discounts vary
across carriers and geographic regions,
generally ranging 15% to 30% off
average fees. The American Dental
Association predicts that dentists'
participation in DPPOs will continue to
increase, indicating further growth for
these dental plans. There are financial
incentives for members to stay in
network.

D
ental preferred provider orga-
nization benefit plans (DPPOs)
began to develop in earnest in the

enrly- to mid-1980s as alternatives to dental
HMOs (DHMOs). DPPOs offer greater

freedom of choice than DFIM0s, while
still controlling benefit costs over tradi-
tional indemnity plans. Alternatively,
DHMOs generally provide greater cost
savings than DPPOs, but with more
limited provider access.

The DPPO segment of the dental
benefits market covered less that ten
million Americans in 1993, but is now
approaching 40% of the population
covered by dental benefit plans. (Na-
tional Association of Dental Plans,
2001) As the cost of providing em-
ployee benefits continues to grow, em-
ployers will likely seek additional op-
portunities to manage dental expense;
so, the interest in managed care pro-
grams like DPPOs is expected to con-
tinue.

This paper reflects on the growth
of DPPOs, and reviews the current
dental marketplace, briefly examines
evidence regarding changes in employer
support for dental plans, discusses the
characteristics of DPPOs, and consid-
ers the provider market environment

Current Dental Marketplace
The National Association of Dental
Plans (2000, 2001) estimates the total
population covered by dental benefits
plans at year-end 1999 to be nearly one
hundred fifty-three million, or about
56% of the U. S. population. The den-
tal PPO market is the fastest growing
segment of the dental benefits market,
increasing 21% in 2000 alone.

In contrast, DI-IMO membership,
which grew rapidly through the mid-
1990s, has flattened over the past few
years and has now begun to decline (i.e.,
8.3% decline in 2000). The exception is
the Medicaid sector, which still exhibits
significant growth. Indemnity plan
membership has also declined, with em-
ployers frequently replacing these tradi-
tional plans with DPPOs. (Note:
Growth rates exclude referral plans,
which provide access to a network of
dentists who agree to provide a defined
set of services at scheduled, discounted
fees. Unlike indemnity, DPPO, or
DHMO plans, referral plan members
pay all charges out-of-pocket.)

The past few years have been witness
to incredible consolidation of dental in-
surance carriers, and the composition of
the industry has changed remarkably.
For example, Aetna Inc. acquired U.S.
Healthcare, NYLCare, and Prudential
HeakhCare. WellPoint purchased the
dental businesses of John Hancock, Mass
Mutual, and Cerulean. United Concordia

Dr. Gotowlsa is Chief
Dental Officer of Aetna
Inc. in Hartford, C. He
can be contacted at
thomas.gotowkca
aetna.com.
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acquired MIDA, a DHMO company,
and Guardian bought First Common-
wealth. In addition, United Health Care
acquired controlling interest in Dental

dentists (see www.dental.intelihealth.com).
Partnering with the University of Pennsyl-
vania School of Dental Medicine, the
InteliHealth Dental site provides easy ac-

entist participation in managed core programs
significantly logs medical, and o little less than

half of practicing dentists participate in DPPOs, and
only about 15% participate in DHMOs.

Benefits Providers and, most recently,
California Delta consummated its deal
with Pennsylvania Delta, creating
Dentegra Group, a holding company
managing Delta operations in sixteen
states and the District of Columbia.
Companies have also begun to develop
strategic partnerships to gain national net-
work presence. These include Pacificare
and Guardian; and Ameritas and Princi-
paL

A few potentially dominant national
and regional players have emerged and,
within the next few years, three-quarters
of the covered dental population, ex-
cluding Medicaid and referral plans, may
well be managed by six to eight large
carriers.
Why such consolidation? The cost of

developing and maintaining national
dental networks is high, and managing
networks requires development of
complex analytic and reporting systems.
Further, insurance carriers are making sig-
nificant investments in replacing or up-
dating old administrative and claim sys-
tems, moving toward fully automated
(i.e., no human intervention) claim adju-
dication and electronic payment

Also, significant investments are being
made in Internet-based services, which
include claim and radiograph submis-
sion, eligibility and coverage inquiries,
claim payment status, and member "self-
service" features. These initiatives result
in quicker and more accurate claim pay-
ments and fewer problems for mem-
bers and providers. Companies like
Aetna Inc. are also making large invest-
ments in Internet technology to deliver
dental clinical information to members and

cess to extensive information that will
help patients and parents better under-
stand their own or their children's dental
conditions, allowing them to participate
in decisions regarding treatment options.

Finally, the cost associated with com-
plying with state and federal regulatory
requirements is increasing. While man-
aged care laws have historically focused
primarily on medical plans, legislators
and regulators are expanding the scope
of governmental authority over dental
plans, often applying medical standards
to the dental industry. Administrative
costs are certain to be impacted as these
legal trends continue.

For example, states are increasingly
requiring separate HMO licensure for
capitated plans, and expanded licensure
requirements for DPPOs have also been
imposed or are being considered. Be-
cause comprehensive regulatory over-
sight for dental plans is relatively new in
some states, dental versus medical stan-
dards may not be clearly delineated by
regulation. As a result, regulatory struc-

other treatment decisions from the pro-
viders of care to insurers.

Recent regulations proposed or al-
ready finalized under The Health Insur-
ance Portability and Accountability Act
(HIPPA) and relating to the privacy of
health care information are expected to
substantially increase administrative costs
for dental plans. In addition, reducing
or eliminating the scope of pre-emption
by the Employee Retirement Income
Security Act of 1974 (ERISA) of health
care and bad faith claims under state law,
could expose dental plans to increased li-
ability for punitive and other extra-con-
tractual damages.

Massive costs are associated with
these initiatives, and some carriers have
difficulty in making or justifying large
capital investments to support relatively
small membership bases.

Employer Support for Dental
Plans
Employer interest in managed care pro-
grams like DPPOs is certain to continue.
As noted earlier, as overall costs of pro-
viding employee benefits continue to
grow, employers are seeking opportuni-
ties to manage the expense associated
with dental benefits plans.

The Health Insurance Association of
America (1998) reports that more than
97% of the covered population received
its coverage through employee group
policies. Most employees with dental
benefits (83%) are employed in groups
of fifty or more, and two-thirds of
covered employees receive benefits

T he most frequently purchased voluntaly benefit
1 is dental coverage.

tures that try to "fit" medical quality
management standards or clinical proto-
cols to dental programs may not be
workable without unnecessarily high ad-
ministrative costs for dental carriers. In
some states, efforts have been or are be-
ing made to impose laws that would
shift the liability for malpractice and

through self-insured administrative ser-
vices arrangements.

Growing evidence indicates that em-
ployers are increasingly calling upon em-
ployees to share in the burden of dental
benefit costs. Given the perceived "dis-
cretionary" nature of dental coverage,
employee participation rates are likely to
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decline. Mercer/Foster Higgins' Na-
tional Survg of Emplger-Sponsored Health
Plans (2000) suggests that almost half of
surveyed employers will be raising em-
ployee contribution levels this year, and a
large number are considering raising plan
deductibles. This is the same group of

a fee-for-service basis without DHMO-
type capitation arrangements. By
choosing to receive care from in-net-
work dentists, cost savings are achieved
by the member whose out-of-pocket
costs are reduced over reasonable and
customary levels. DPPO plans may also

T he post few years have been witness to incredible
consolidation of dental insurance carriers, and the

composition of the industry has changed remarkably.

employers who, in past surveys, chose
not to pass cost increases on to employ-
ees because of concerns regarding at-
tracting and retaining employees in tight
labor markets. The Life Insurance Mar-
keting and Research Association (2000),
reporting on a study conducted by
Hewitt Associates, projected average
health premium increases of 10% to
13% for 2001; some companies will ab-
sorb the majority of next year's rate
hikes, but many will pass at least 25% of
the increase to employees.
LIMRA (1998) reported that 37%

of employees currently pay the full cost
of at least one benefit received through
their employers, and 81% pay some of
the cost of at least one benefit. The
most frequently purchased voluntary
benefit is dental coverage. According to
the Bureau of Labor Statistics, only 34%
of employees were required to share a
portion of the cost of the dental ben-
efits plan with their employer in 1988
(for individual employee coverage); but
by 1993, over 54% of employees had
cost sharing arrangements. The corre-
sponding statistics for family coverage
are 50% and 66% respectively (Blostin &
Pfunyner, 1998).

Characteristics of DPPO Plans
DPPO plans enable covered members
to receive dental care from a network
of contracted dental providers. Den-
tists who participate in DPPO networks
agree to provide services for negotiated
(e.g., discounted) fees to the covered
population. Dentists are reimbursed on

offer benefit differential incentives when
care is received from a participating pro-
vider, generating further cost savings for
members. In addition, because premi-
ums for DPPO plans are lower than
those for comparable indemnity plans,
employers also save. As with member
out of pocket costs, employers who
"self-fund" their dental plans receive the
benefit of the negotiated fees.
DPPO plans closely resemble tradi-

tional indemnity plans. Plan features in-
clude individual or family deductibles
and, like indemnity plans, co-insurance
rates that vary by type of procedure.
For example, coverage for preventive
and diagnostic services may be 100% of
negotiated fees, while coverage for rou-
tine restorative procedures may be 80%.

Insurance

for cost and utili7ation of services, and
on an administrative services basis,
where the employer bears the risk for
cost and utili7ation and the carrier ad-
ministers the plan. These administrative
services usually include management of
enrollment and eligibility, claim process-
ing and payment, predetermination of
benefits, and utili7ation management.
Administrative services agreements often
include strict performance guarantees re-
garding claim turnaround time, accuracy
of payment, and member services.

As a general rule of thumb, small
companies (e.g., fewer than a thousand
employees) usually have insured plans,
and large companies (e.g., more than five
thousand employees) usually have ad-
ministrative services arrangements with
dental insurance carriers. Provider selec-
tion and management in DPPO plans
should largely conform to the param-
eters in place for DHMO plans. Most
carriers require dentists to meet
credentialing standards prior to accep-
tance into the DPPO network, and par-
ticipating dentist contracts generally require
participation in utilization and quality man-
agement programs. Credentialing should
include review of a dentist's licensure sta-
tus, malpractice history, professional li-
ability coverage, and generally involve a
query of the National Practitioner Data
Bank and other governmental databases.

I n some states, efforts have been or are being
1 mode to impose lows that would shift the liability
for malpractice and other treatment decisions from
the providers of core to insurers.

Contractual limitations and annual and
lifetime benefit maximums are also
commonly included in DPPO plan de-
signs. Accordingly, prophylaxes may be
limited to two per year, total benefits
paid may be capped at $2000 per per-
son per year, and orthodontic benefits
may be capped at $1500 per person per
lifetime. Like indemnity plans, DPPO
plans are offered both on an insured ba-
sis, where the dental carrier holds the risk

Provider participation criteria should
be spelled out very clearly and must in-
clude policies and standards for areas like
appointment availability, emergency cov-
erage, record keeping, sterilization, and
billing practices. Dentists should be
recredentialed on a regular basis, and of-
fices may be evaluated onsite by a peer
reviewer when quality of patient care is-
sues arise. Member satisfaction should
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be measured and monitored on an on-
going basis.

Another characteristic of DPPOs is
the ability to "self-refer." Plan members
can refer themselves to dentists of their
choice, including specialists, inside and
outside the network. DPPO members
have the choice, then, of going out of

when treatment is provided by a partici-
pating orthodontist, versus $1000 for
members receiving care from a non-
participating specialist

These incentives may be limited by
state regulation for insured DPPO plans
in certain states. For example, benefit
levels for in-network versus out-of-net-

A s overall costs of providing employee benefits
continue to grow, employers are seeking oppor-

tunities to manage the expense associated with den-
tal benefits plans.

network to use the services of non-par-
ticipating dentists. Unlike DHM0s, the
member's primary care dentist in a PPO is
not required to serve as a "gatekeeper" to
specialists.

Clearly, however, there are financial
incentives for members to stay in net-
work. In "steerage" DPPOs, members
who choose to seek care outside the net-
work of participating dentists are re-
quired to pay a greater share of the costs
of care. "Steerage" plans may increase
member out-of-pocket costs through
lower out-of-network plan co-insurance
levels. For example, members receiving
care in-network receive coverage of
80% of negotiated fees for routine re-
storative treatment. Out-of-network
coverage levels, however, may be limited
to 60% of reasonable and customary
charges. Thus, members who seek ser-
vices from participating providers save
twice; i.e., the plan pays a higher percent-
age of the cost, and the member's share
of the cost is based on negotiated fees
rather than reasonable and customary
charges.

Other design features of "steerage"
plans include lower annual maximums
and lower lifetime maximums for mem-
bers getting care from non-participating
dentists. So, the annual maximum for
members receiving care in network may
be set at $2000 per person per year in to-
tal benefits paid, versus $1200 per per-
son per year out-of-network By the
same token, in-network orthodontic
benefits may be set at $1500 per person

work services may be capped such that
the differential between the two may not
exceed 25% or 30%. Benefit differen-
tials and other incentives in self-insured
plans are not usually affected by state
regulation.

In contrast to "steerage" plans, "pas-
sive" DPPO plans do not incorporate
benefit differentials for out-of-network
care. In "passive" plans, the member
receiving care out-of-network from a
non-participating dentist loses the value
of the discounted fee arrangement. The
incentive, then, to seek care in-network in
"passive" plans is the significant reduc-

levels are impacted by other factors.
For example, in areas where a single
dominant employer converts its plan
from indemnity to DPPO, local practi-
tioners may be willing to negotiate
"deeper" discounts to maintain their pa-
tient bases. None of these observations
are hard and fast rules.

The Dental Provider
Environment
Dentist participation in managed care
programs significantly lags medicine, and
a little less than half of practicing dentists
participate in DPPOs, and only about
15% participate in DI-11\40s. An esti-
mated 88% percent of physicians par-
ticipate in at least one managed care ar-
rangement.

Myriad factors contribute to this phe-
nomenon. The "look" of independent
dental practice has not changed much
over the past twenty-five years. Dentists
are still predominantly general practitio-
ners and practice largely as "solo" pro-
viders (Brown & Lazar, 1998a). The
dental delivery system has limited capac-
ity. In contrast to physicians, the dental
provider pool is shrinking. There are
40% fewer dental school graduates and
one-third fewer dental school slots today
than in the mid-1980s. Substantial num-

ver 97% of the covered population received
its coverage through employee group policies.

tion in out-ot-pocket costs resulting
from the application of the member's
portion of the payment to a negotiated
fee (rather than reasonable and custom-
ary charges).

Negotiated discounts vary across car-
riers and geographic regions. Currently,
large carriers have been able to negotiate
discounts off of average area fees that
generally range from 15% to 30%
weighted nationally. Networks in large
cities, where the provider population is
relatively dense, tend to be at the high
end of that range. In contrast, net-
works in rural areas with relatively low
dentist density tend to be at the lower
end of the range (or lower). Discount

bers of male dentists are approaching
retirement age, and dentist/population
ratios will continue to tighten through
2020 (Brown & Lazar, 1998b).

Dental practitioners are prospering.
Dental prices have recently been increas-
ing at a greater rate than the CPI and
other health sectors (U.S. Department
of Labor, Bureau of Statistics). The in-
come of dental general practitioners ex-
ceeds that of their medical counterparts,
and dental specialist incomes have in-
creased significantly relative to medical
specialties (Brown & T a7ar, 1998c).

Dental disease is increasingly a dis-
ease of American adults. The incidence
of dental disease (and treatment need)

28 Volume 68 Number 1



has decreased substantially in children
and young adults, but has risen substan-
tially in the older population, which is
demanding more cosmetic services and
more complicated/expensive proce-
dures (Burt, 1992; Brown, Wall, &
Lazar, 1999; Brown, Wall, & Lazar,
2000a; Brown, Wall, & Lazar, 2000b).
However, low income individuals and

tional indemnity plans. Dental offices do
not need to implement unique adminis-
trative processes to handle DPPO mem-
bers.

The American Dental Association
predicts that dentists' participation in
DPPOs will continue to expand, indicat-
ing further growth for these dental plans.
However, participation in capitated plans

DPPO providers also reported growth in practice
revenues through on increased patient base.

the uninsured have a disproportionately
high incidence of dental disease (USPHS,
2000). Sutro 8c Company (1999) esti-
mate that demand for dental services
will increase in the 10-15% range through
2007.

Dental practice management firms
have grown significantly over the past
five years, and these companies are un-
dergoing consolidation. While it is un-
clear if these organizations will be suc-
cessful in the long term, their negotiating
leverage currently impacts dental net-
works. Further, in contrast to medical,
dental IPAs have not been a major pres-
ence in managed dental care programs.
While they appear to be growing in
number, there are currently only about
twenty-five dental IPAs operating in the
United States.

Despite these factors, national DPPO
networks, as currently reported by the
top six DPPO carriers, range in size
from about 35,000 to nearly 55,000
provider locations, and are growing. In
contrast, the industry's largest DHMO
network, managed by Aetna Inc, reports
fewer than 7500 participating general
dentists. (Note that the DPPO numbers
include both general dentists and special-
ists.) Perhaps the biggest factor contrib-
uting to dentists' willingness to partici-
pate in DPPOs is their similarity to tradi-

may decline. The ADNs survey found
that the majority of DPPO participating
dentists reported an overall "positive"
experience, while more than half of
dentists in DHMOs reported some dis-
satisfaction with the plans. DPPO pro-
viders also reported growth in practice
revenues through an increased patient
base. Further, the majority of dentists
participating in DPPOs expected to re-
new participation when their contract
expired; a much smaller percentage
(though still a majority) of responding
DHMO participants indicated the same.
DPPO plans, then, seem more likely to
be the type of plan that dentists will
choose in the future. (Brown & Ruesch,
2000a; Brown & Ruesch, 2000b).
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Abstract

The limitation of resources available for
oral health care makes it inevitable that
groups (such as third parties) would
arise with a view toward conservation
of these resources. Although the
concept of adequate care has been
generally operationally defined in
dentistry, a confusion remains between
adequate and best. Dentists may be
under an ethical obligation to inform
patients of all available treatment
options (ranging from the adequate to
the best) and to perform the selected
treatment to the best of their ability, but
they are not under an obligation to offer
only the best alternative or to expect
that society will make the resources
available for that level of care.

I
mportant changes have taken place
in the economics of health care in the
United States in the last decade or so,

and the issues they raise for professional
ethics are among the dominant topics of
discussion in this nation's health care
circles. More and more health care, and
thus more and more dental care, have
fallen under the influence of the organi-
zations that are collectively called "the
managed care industry" This industry is
made up of third-party payer organiza-
tions of many different kinds, some for-
profit, some not-for-profit, some gov-
ernment organizations. But whatever
their other organizational goals—and
some of them have as their first goal
providing access to needed health care to
persons who otherwise might not have it
—all of them have an interest in limiting
expenditures for health care, including
dental care.

At the same time that this cost-limit-
ing initiative is underway, three or four
generations of U.S. health care profes-
sionals, including dental professionals,
have been trained to the view that their
professional obligation to each patient is
to provide that patient with the best
possible health care, which ordinarily
means treatments that take advantage of
the most recent advances in biomedical
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research and technology. Furthermore,
many segments of the public have simi-
larly come to expect that "the best" is
what they are entitled to. Thus there is a

The dentist or the dentist's staff are
therefore often the bearers of bad news
to the patient about limits of coverage,
even though those limits have often in

I t is not o proper statement of the ethics of Ameri-
can health professions to say that dentists are com-

mitted to always providing the best available core.

serious mismatch between what health
professionals and many of their patients
and patients' families believe ought to be
provided and what most third-party
payers, who pay for a large proportion
of health care in American society, be-
lieve ought to be provided.

There is much about this situation that
deserves careful ethical study at the
macro level. Three broad, fundamental
questions that deserve careful ethical re-
flection are these. First, who in a society
as affluent as that of the United States
ought to have secure access to health
care and to what kinds of health care
ought they have access? Second, how
ought a society arrange for the financing
of such access if standard marketplace
mechanisms of distribution and price-
setting leave significant groups of those
who ought to have access to these kinds
of health care out of the loop? Third,
specifically in relation to oral health care,
in what measure should it be included in
the mix of health care services covered
by the answers to the first two ques-
tions?

But while questions such as these are
being discussed and debated at the
macro level, health care practitioners
must go on providing care to their pa-
tients in the strained atmosphere created
by the mismatch. For them the ethical
tensions of this situation are personal
and raise difficult questions about how
they ought to be dealing with their pa-
tients.

There is no question, to take an obvi-
ous example, that dentists and their staffs
are often far more knowledgeable about
the insurance provisions of their patients'
policies than the patients are themselves.

fact been set by the patient's employer or
in collective bargaining agreements to
which the patient has, in principle, freely
agreed in accepting his or her contract
for employment Similarly, when advo-
cacy is needed to persuade a third-party
payer that a particular treatment is truly
needed by a patient, the burden of
spending time and energy to advocate
for the patient ordinarily falls on the den-
tist and the dentist's staff, not on others
involved in the contractual relationship.
These efforts add work and an
adversarial burden to the already full
days of those who provide dental care.

But this essay proposes that there are
positive lessons, six in number, to be
learned from this new environment.
The second, third, and fourth lessons the
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American culture: the resources available
for human flourishing are finite, not infi-
nite. In addition, the resources available
for any particular form of human pur-
suit must be shared among many kinds
of human endeavor.

In an imaginary world there could
be unlimited resources for health care,
including dental care. But in the real
world, even in the amazingly affluent so-
ciety we live in here in the United States,
many of the resources that could be
imagined being applied to health care are
used in other ways, some of them unde-
niably comparable to health care in im-
portance, others arguably not So health
care resources are limited and oral health
care competes, in many respects not very
successfully, for a share of them.

Some people believe that even grant-
ing these kinds of limitations, there are
still enough resources devoted to health
care that everyone in our society ought
to be able to receive the best quality care
for whatever their health care needs are.
But most people do not agree. They
think that, in order to give everyone in
this society the best quality of health care
no matter what their needs, we would
need to divert a significant amount of re-
sources away from other uses and into

hen advocacy is needed to persuade o third-
party payer that a particular treatment is truly

needed by o patient, the burden of spending time
and energy to advocate for the patient ordinarily falls
on the dentist and the dentists staff

dental professions have long under-
stood. The other three are in need of se-
rious attention by dental professionals
and by the rest of society alike.

Lesson I
The first lesson is one whose under-
standing serves as a ground for the other
five.

It is something that is both obvious
and at the same time runs counter to
deep currents within contemporary

health care. Obviously, as a society, we
have not found the political will to move
in this direction.

Under such circumstances, however,
it is quite reasonable that systems would
develop that are designed to manage de
facto scarcities, and that such systems
would include organizations having it as
one of their principal tasks to keep ex-
penditures of resources on health care in
check. That is, if there is not enough to
go around of something, persons and
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institutions will arise as the decision-mak-
ers to determine in relation to which hu-
man endeavors the scarcity will appear

ticular presenting conditions will deter-
mine the clinically acceptable treatments
that may be ethically offered to the pa-

Health care resources are limited and oral
health care competes, in many respects not very

successfully, for a shore of them.

and whom it will thus affect. The man-
aged care organizations, along with the
benefits managers of employers, and
key governmental policy-makers and
legislators, are the ones doing that in the
United States today.

So the first lesson is simply that the
resources our society has available for
health care, including dental care, are
both finite and insufficient to provide
quality health care for all the needs of
everyone in the society. This may not
look like a positive lesson, since has to do
with scarcity. But it is arguably a positive
lesson insofar as it states an important
truth about human life and encourages
human beings to therefore learn to live
together ethically in a world in which
there is not enough for all of our
dreams and wishes to be realized.

Lesson 2
A second lesson that is relevant to the en-
vironment of managed care is one that
dental professionals have long under-
stood. It is a rather abstract lesson be-
cause it is about the meaning and the
meaningfulness of an important con-
cept, namely the concept of adequag in
relation to health care. There are many
presenting conditions in oral health care
for which the dental professional may
rightly offer a variety of treatment inter-
ventions.
A dentist may recommend treatment

for a molar with multiple deteriorating
restorations that could range from an
amalgam build-up to a crown that could
be constructed of several different ma-
terials or even an implant. An endodon-
tically affected tooth may receive root
canal therapy or be extracted, and if ex-
tracted it may be replaced with a fixed
prosthesis or a removable prosthesis or
not replaced at all. Of course, the par-

tient. But the point is that, in many situa-
tions of oral health care, there is a range
of treatments that can be ethically of-
fered to the patient, including those that
are not the best available, but still are
clinically adequate.

In many other areas of health care,
there is no room, neither room in the
habits of health care professionals nor in
the realm of ethics, for care that is
"only" adequate. Here the concept of
adequacy has been emptied of its mean-
ing. In these settings, the common-sense
distinction between adequate actions and
the best actions for the situation has lost
its meaning. For many health profes-
sionals, the on /y treatment that is ethical is
the best treatment available. It is not a
large step from this view to one that
completely empties the concept of ad-
equate health cam of all its meaning, namely
the claim that is not uncommon in the
health professions today that the only ad-
equate treatment is the best treatment.

Thus it appears that those who pro-
vide oral health care have learned and re-

in health care as it does in the rest of our
ordinary conversation, where many sorts
of things are accepted, even accepted
gratefully, because they are adequate and
will meet the relevant needs.

Lesson 3
The third lesson is also one well known
to dental professionals. It builds on the
second lesson by taking it from the ab-
stract into the concrete. It is that oral
health care has operationalized the no-
tion of adequate can in a number of
ways. Because there are so many pre-
senting conditions in which the patient is
rightly offered a range of treatments
from the adequate to the best, the con-
cept of adequate health care is not merely
an abstraction. In fact, dental profes-
sionals are probably far more familiar
with concrete examples of adequate
care, in contrast with better care and the
best care, than they are with the abstrac-
tion, adequacy in health care, identified and
stressed in the second lesson.

Those health professionals for
whom the abstraction of adequate health
care has no meaning may also have a
problem in its operationalization. It is
not uncommon today for a third party
payer's case manager to propose that a
treatment desired by a health profes-
sional is not truly needed and that an al-
ternative treatment will adequately meet
the need. But for many health profes-
sionals, this cannot be understood as a

r or many health professionals, the only treatment
1 that is ethical is the best treatment available. There
is conceptual room for the concept of adequate core
along with better and the best core.

tamed a lesson that many others in
American health care would benefit
from learning. Dental practitioners
know that the notion of adequate health
care is not meaningless because in both
the habits of practice and the ethics of
good dental care there is conceptual
room for the concept of adequate care
along with better and the best care. It is a
concept that has as appropriate a place

proposed operationalization of adequate
care, because that concept has been emp-
tied of any acceptable meaning. The
proposal must therefore be interpreted
as a refusal to provide care at all.

Because dental practitioners have
been operationalizing the concept of ad-
equate oral health care in concrete terms for
years, they are in a much better position
to understand what managed care orga-
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nizations, along with benefits managers
of employers, and key governmental
policy-makers and legislators, mean
when they propose that one particular
treatment is adequate and will fill the
patient's need. And so long as health
care resources are finite and insufficient
to provide everyone with the best care to
meet their needs, we as a society and our
health care professionals in particular are
going to need to understand what is go-

Because the concept of adequag is in
such common use in ordinary life, there
is no need for the dental professional to
provide a philosophy lesson to the pa-
tient about the meaning of this concept
in order to explain the range of clinically
acceptable treatments available. All that
is needed is for the dental professional
to explain the particular deficiencies and
benefits of the several treatments and of-
fer his or her judgment that one or more

M any patients are perfectly capable of under-
standing and applying the notion of adequacy

to their personal health core decisions.

ing on when this happens. (This is not to
say that every insurance company's re-
fusal to cover a proposed treatment is a
claim that what they are willing to cover
is adequate for the situation. Some treat-
ments are not covered because of how
the patient's insurance is written, not nec-
essarily because some alternative treat-
ment is adequate.

In addition, there have been plenty
of instances in which health profession-
als have been quite sure that the refusal
of coverage was based on the payer's
desire to save money rather than a con-
viction of the adequacy of the covered
treatment. Even more important, only a
health professional can make a depend-
able judgment of the adequacy of a par-
ticular treatment in relation to the specific
presenting needs of a particular patient.
So rejections of coverage that are of-
fered on the basis of the adequacy of an
alternative treatment must be supported
by the expert judgment of a qualified
health professional who is appropriately
informed about the particular circum-
stances of the patient involved.)

Lesson 4
A fourth lesson, which is also known to
dental professionals from long experi-
ence, is that most patients can understand
the difference between what is adequate
and what is better or best in available
treatments if they are educated to do so.

of these treatments is adequate, but that
others are better and best for specific
reasons. This is especially a lesson that
health professionals need to learn for
whom with the concept of adequate health
care has been emptied of its meaning.
Contrary to their assumptions, many pa-
tients are perfectly capable of under-
standing and applying the notion of ad-
equag to their personal health care deci-
sions.

Lesson 5
The fifth lesson concerns a pattern al-
ready noted that affects almost all health
care professionals in the United States to-
day, dental professionals included. Three
or four generations of U.S. health care
professionals have been trained to the
view that their professional obligation to
each patient is to provide that patient
with the best possible health care. This is
as common for dental professionals as
for professionals in other health care
fields.

This means that, even though dental
professionals have been trained to un-
derstand and routinely operationalize the
distinction between adequate care in rela-
tion to the patient's needs and the best
case, many of them also believe that they
are acting less professionally when ad-
equate care is all that they provide. The
powerful emphasis on the value of pa-
tient autonomy in contemporary Ameri-

Issues in Dental Ethics

can health care is often used in dental
schools to explain why the patient's
choice can ethically trump the proposed
professional commitment to always
providing the best care. However, even
though patient autonomy is a high pro-
fessional value in American health care, it
cannot justify a dentist providing a treat-
ment outside the range of what is clini-
cally acceptable. That is, patient au-
tonomy cannot trump the dentist's pro-
fessional commitment to the values of
the patient's oral and general health.

What then is amiss when the patient's
choice of an adequate treatment appears
to conflict with the ethical commitment
of the dental professional to provide the
best? I submit that the error lies in the
professional's claiming that he or she is
ethically committed to always providing
the patient with the best treatment avail-
able. To be sure, dental professionals are
ethically committed to always providing
whatever treatment they offer to the best
of their ability and are obligated to make
sure that they are fully competent to
provide that treatment.

There are at least these two "best's"
that are part of dental professionals'
commitment to patients. These two
"best's" represent as an ethics of "best
practice" as contrasted with an ethics of
"the best treatment available." They ap-
ply equally to adequate treatments and to
the best treatment. The treatments that
every dental professional is ethically com-
mitted to explain to the patient is pre-
cisely all clinically acceptable treatments,
along with his or her professional judg-
ment and recommendation about which
are adequate, which are better and best,
and the reasons why. The dental
professional's recommendation is a crucial
component of the dentist-patient rela-
tionship, educating the patient about the
benefits and deficiencies of the clinically
acceptable treatments and about the
professional's ranking of them in a certain
way.

The fifth lesson bearing on the envi-
ronment of managed care, then, is that it
is not a proper statement of the ethics
of American health professions to say
that dentists are committed to always
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providing the best available care. In fact,
I submit, those who educate health pro-
fessionals to believe that this is their pro-
fessional commitment mislead their stu-
dents and set them up for ethical distress
and confusion. Professional students are
rightly educated to inculcate the two
"best's" mentioned above, i.e., the ethics
of best practice, and probably to certain
other perfectionist traits as well.

health professions, are often burdened
by a sense of acting unprofessionally be-
cause they have been trained to believe
they have an obligation to always pro-
vide the best treatment, when that is not
their true ethical commitment

Lesson 6
The sixth lesson is related to the fifth, but
concerns the public. There are no doubt
many reasons why so many contempo-

T he powerful emphasis on the value of patient
autonomy In contemporary American health core is

often used in dental schools to explain why the patient's
choice can ethically trump the proposed professional com-
mitment to always providing the best care.

But on the matter of what kind of
health care to provide, I submit, it is mis-
education to claim that health profes-
sionals are committed to providing only
the best There is no ethical reason that
adequate care will not do and should not
be provided if chosen. Furthermore,
students trained to misunderstand this
will learn it later under difficult circum-
stances at best, and some unfortunately
not at all.

Thus it is that many of today's health
professionals, including many dental
professionals, feel as if they are acting
unprofessionally when, by reason of
limitations by third party payers or by
reason of patients' own choices, they
provide "only" adequate treatment
rather than the best treatment. Or they
feel they have failed in patient education
if the patient chooses "only" the ad-
equate treatment. Or they feel inappro-
priately burdened by patient autonomy
as a goal of professional practice when
patient's autonomy means they may
choose "only" adequate treatment.
Dental practitioners can at least remem-
ber in such circumstances that what pa-
tients receive is at least adequate care. But
many dental professionals, and certainly
many more members of the other

rary Americans, especially those of
middle class means and up, are so prone
to believe that they ought to receive the
best care available. Surely, one is their
correct belief that health care profession-
als are committed to the two "best's"
mentioned above, and possibly to other
perfectionist ethical traits. That is, it is at
least somewhat understandable that lay-
persons might not notice the importance
of a shift from expecting a commitment
to best practice to expecting a commit-
ment to the best treatment available. A

would be the prevalence of the convic-
tion of so many health care professionals
themselves that the best care should al-
ways be provided, as emphasized in the
previous section, since the lay
community's views about health care are
powerfully formed by the convictions
of health care professionals. Sociologists
and social psychologists might well ex-
plain this pattern in far more complex
ways.

But it is there. That is, there are many
people among our patients who, even
though they understand the common-
sense meaning of the notion of adequacy
in other areas of their lives, are neverthe-
less convinced they and their family
members ought to receive the best treat-
ments available when it comes to health
care. Some of them are even able to
understand without difficulty the expla-
nations of dental professionals about
adequate compared with better and best
treatments for their dentition, but cannot
take the same concepts into other aspects
of health care.

It is far beyond the scope of this es-
say to propose any remedy for this
broad social trait. But it is an important
lesson about our managed care situation
that those who believe health resources
are finite and need to be managed by
someone are not necessarily the ones
who perceive the situation wrongly. The
fact that large numbers of people in our

I t is the larger social system in the United States that
hos not yet dealt ethically or even in practically

effective ways with the challenges of distributing
health core resources.

second reason is our culture's unstated
but often obvious assumption in practice
that the resources available for human
endeavors are unlimited. A third is our
culture's (equally implausible) conviction
that the technologies that we humans in-
vent are perfect and flawless, so that any-
thing that goes amiss must be due to hu-
man error and negligence. A fourth

society believe they ought to have the
best treatment available does not make it
so. This is particularly the case when
those with these beliefs do not attend
thoughtfully to the unlikelihood that
there are sufficient resources for this pur-
pose or to the profound ethical issues
that must be addressed to determine
who ought to benefit from what health

34 Volume 68 Number 1



care resources within the society as a
whole.

The substance of the sixth lesson is
caution about drawing conclusions on
the basis of this broad pattern of con-
viction, obvious and vocal though it so
often is.

It is the larger social system in the
United States that has not yet dealt ethi-

cally or even in practically effective ways
with the challenges of distributing the
health care resources of our technologi-
cally advanced health care system. The
health professionals who practice under
these circumstances are unavoidably
faced with complex moral feelings and

Issues in Dental Ethics

difficult ethical decisions as a result. But
there are some lessons here. Some of
them are very positive. Others can at
least help us understand what is going on.
It is hoped that this account of six such
lessons will be found useful.
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Benchmarking

David W. Chambers, EdM, MBA, PhD, FACD

The German Kaiser Otto Bismark is
supposed to have said something like
this, "Of course you have to learn from
your own mistakes, but I prefer to learn
from other people's mistakes." When I
was growing up, I spent a lot of time at
the YMCA playing pickup games of
basketball. My father had the following
advice, "Don't play with people of your
own ability level; always try to get in
games with people who are better than
you are." Both Bismark and my father
were talking about benchmarking—sys-
tematically learning by imitating the best.

The following is an example of
benchmarking in dentistry. The dentist
has used various composites for several
years but is unsatisfied. The acceptance
rate among patients is not what he had
expected. There have been a number of
failures of various sorts. Both he and his
staff find the materials somewhat awk-
ward to use. And this has not been the
big practice builder promised in the
CE course. The dentist begins the
benchmarking process by making a
list of the problems and problem situ-
ations he is encountering. He and his
staff collect information such as the
proportion of procedures where unex-
pected results occur. In the meantime,
he starts discussing his concerns with sev-
eral dentists who are known to be very
successful using new restorative materials
in their practices. He suggests to three
of them that he would like to share his
data and visit their offices. One of them
excuses himself with vague references to
being busy, changing things in the office,

and "everyone does it differently." Both
the others say it would take some time to
gather comparable data, but they are in-
terested. The dentist who wants to do the
benchmarking chooses the practice that
most resembles his own in other ways.

After several more months of gather-
ing data, the benchmarking dentist has his
questions well focused. He sends the
summary information he has gathered to
his colleague and they arrange for a visit.

staff set new targets for handling es-
thetic materials, which will bring the of-
fice in line with its benchmark partner
in a series of steps. To get a good no-
tion for how long it should take to
close the performance gap the dentist
phones his colleague for some historical
information. The benchmark partner
shares his experience, including some
bumps along the learning curve. He
also says that his staff noticed that a

enchmarking is the business of finding out what
is possible and finding out how to accomplish it.

At the visit, data that have been collected
are exchanged and office procedures, pa-
tient management, and chairside technique
are all observed. The hosting office
seems to welcome the visitors so there is a
lot of questioning.

Back at the office of the dentist who
first became concern about benchmarking,
the data from both offices are laid out side
by side. Notes are made about the differ-
ences observed in the data and on the site
visit. It turns out for example, that varia-
tion in patient acceptance rate of aesthetic
treatment plans is almost entirely a function
of age, life style, and other characteristics
of the patient population base. Handling
properties, time, and inconvenience might
be a large difference between the two of-
fices and might be due to procedural dif-
ferences. It could even happen that the
technical failure rate is comparable be-
tween the offices. The dentist and his

particular product they had been unsuc-
cessful with seemed to work in the
benchmarker's office and he would like
to arrange a reciprocal visit to see how
that was accomplished.

The three most common ways for
dentists to learn while practicing are trial
and error, discussions with colleagues or
sales representatives, and formal instruc-
tion as in CE courses. Benchmarking is
different from all three. Benchmarking
is more than learning from your own
successes and failures; it adds learning
from others, particularly the best.
Benchmarking is more than comparing
notes, finding what is popular, or tak-
ing people's word for their successes.
Finally, benchmarking differs from
continuing education presentations be-
cause it is driven by the learner not the
teacher and is based on what the high
performing office does rather than

36 Volume 68 Number 1



what the persuasive speaker says is being
done. There is some pretty good re-
search in the business field showing that
executives in successful companies are
not particularly accurate in describing the
reasons for their successes.

chiropractor's office or a car repair ser-
vice.

There are a number of books avail-
able describing how to benchmark The
exact sequence of activities varies from
one authority to another, but the follow-

he initial internal audit is guided by the question,
I Where are the greatest opportunities for increas-
ing value added in the practice.

The accompanying figure describes
the basic characteristics of successful
benchmarking. Benchmarking is con-
tinuous, or at least extended over a pe-
riod of months or years. It is also sys-
tematic. This means there is a compre-
hensive plan for collecting information,
performing analysis, and implementing
changes. It also means that the focus of
performance is constant, not changing
from cost one month to quality the next
month and then to convince, for ex-
ample. Although benchmarking, is
driven by outcomes such as reducing er-
rors or cost or increasing patient satis-
faction, the focus is on improving pro-
cesses in order to achieve these results in
a consistent fashion. Benchmarking is
evaluative and not just descriptive. Dif-
ferences matter; the desire for high per-
formance leads to action. Benchmarking
is sensitive to contexts. It is difficult and
often meaningless to investigate isolated
technical procedures or business func-
tions without looking at how they fit
with the practice as a whole and even
with a practice in a community where it
is located. This is especially important in
choosing benchmark partners, the desire
being to make realistic comparisons. Fi-
nally, benchmarking is comparative, but
it would be unusual to benchmark
against a group average. Instead,
benchmarking is performed against
best-in-industry (for example, the best
dental practice in the area) or against
best-in-class (the best performing func-
tion in any comparable organization).
For example, best-in-class accounts re-
ceivable management might be in a

ing six steps seemed to be common
across approaches.

Benchmarking starts with a look in-
ward. More is needed then a vague
sense that things can be better. The initial
internal audit is guided by the question,
"Where are the greatest opportunities
for increasing value added in the prac-
tice." It would be nice to think in terms
of adding value to patients, such as re-
ducing the number of redos, lowering
the cost of procedures, or providing a
greater range of alternatives for various
dental problems. Some dentists think in
terms of adding value for themselves or
for their staff. Without a dear focus,
however, on increase in the value of
dental practice, benchmarking or any
other approach to practice improve-
ment is likely to be without direction,
sporadic, and short-lived.

Once the targets for maximum po-
tential improvement in value added have
been identified, the next step is a system-
atic process of measuring current pro-
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what really matters. More important,
you have to develop reasonably objec-
tive ways of describing your processes
and results because you are going to
make comparisons with other organiza-
tions. A practical suggestion: keep the
measurements simple. Use a small
number of categories such as "success"
and "failure." Strive for percentages.
This means you will incorporate some
comparative standard into the numbers.
For example, four rejected insurance
claims in an office that submits a dozen
or so in a month means something very
different from four rejected claims in an
office that does hundreds. Group data
by potentially actionable categories. Type
of material makes sense, but cost does
not. Finally, do not attempt to measure
the frequency of vary infrequently occur-
ring events. Describe them in great de-
tail when they occur. List everything
about the patient and the situation, de-
scribe the procedure in detail, particularly
any variations that might have occurred
—what else was going on at the same
time?

The third step is to identified bench-
mark partners. The term partner is used
to emphasize the fact that benchmarking
is not an arms-length comparison against
passive standards. It involves active par-
ticipation on the part of the partner. Po-
tential benchmark partners have the fol-
lowing four characteristics. They are bet-
ter than you, hopefully much better, in
some important outcomes. Secondly,
they should be similar to you in many

M ost best-in-doss operations are built on o pat-
tern of proctices developed over time and not

on little gimmicks that can be easily extracted

cesses and outcomes in one's own prac-
tice. There are two reasons for going
back to have a fresh look at your own
practice in light of the greatest opportu-
nities for improvement. In the first
place, you will need an accurate baseline
so you know where you are starting
from and don't fool yourself about

other ways. They should serve compa-
rable patients, be of roughly the same
size, have similar staff and personal val-
ues, etc. Thirdly, your benchmark part-
ner should make it reasonably conve-
nient and inexpensive to gather data. A
practice that is many miles away or one
that has restrictions on sharing of opera-
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tional information, such as military facili-
ties, would be an impractical match. Fi-
nally, the benchmark partner must be
willing to share. One way to enhance
the likelihood of sharing is to partner
with offices that are not in direct com-
petition. This might include offices in
nearby towns or an orthodontic practice
benchmarking with an endodontic one.

Don't assume that a potential partner
is automatically closed to sharing. Most
best-in-class operations are built on a
pattern of practices developed over time
and not on little gimmicks that can be
easily extracted. The best organizations
are quite aware of this. The dental
school where I work is frequently
benchmarked and we welcome visitors.
Our humanistic philosophy and compe-
tency-based approach to education have
been developed over a twenty-year time
frame. There's also a touch of pride in
being asked, and we are ruthless in learn-
ing as much as we can from those who
visits us. Whenever a visitor expresses
surprise at one of our procedures or
one of our results, we instinctively ask
them to explain their procedures and
their results. Since we are better then
they are at the procedures that are being
benchmarked, we are in a position to
learn more effectively. Besides, Otto Bis-
marck was onto something.

Select the partner or partners that
provide the best match and negotiate an
agreement that is comprehensive and
candid. Discuss what information might
be shared, the cost of getting the infor-
mation, and especially who else might
have access to the information. As a
general rule, personnel and other cost in-
formation such as dentists' take-home
pay is not to be benchmarked. When
data are sensitive, such as fees for a spe-
cific procedure or the salary of a specific
employee, meaningful information
might still be collected in the aggregate
such as the average fee across several
procedures or the average salary across
several employees. It is normally an im-
plicit agreement, but one that should be
formally recognized and strictly adhere
to, that information gathered from
benchmarking should never be made

available to outside parties or for other
purposes.

The fourth step is actually gathering
benchmark data at your partner's facility.
Rarely in dentistry would a complete
benchmarking project be possible with-
out a visit. It is wise to prepare for the
visit by having your benchmark partner
make certain data available to you in ad-
vance that corresponds to the data you
have collected in your own practice.
The likelihood of this happening in-
creases if you are willing to first share
your own data. This sharing has the ad-
vantage of clearly communicating the

that more than one individual from your
office go on the visit. In that way you
can see more, from different perspec-
tive, and discuss your findings.

There are many ways of performing
analysis of benchmarked data, some of
them quite sophisticated. The real work
can be done quite simply. The essential
first step is to list on a sheet of paper the
value added targets you identified in the
first phase of your benchmark process.
If there are multiple value added targets,
there should be multiple pieces of pa-
per. Under the value added target draw
a line and write the heading "Key Out-

The Six Steps to Successful Denchmorking

1. Determine where value can be added in your practice
2. Measure your current processes and outcomes
3. Find partners
4. Exchange data and visit your partner
5. Analyze

a. Compare outcomes in areas that matter most to
you (Key Outcomes)

b. Identify critical differences (Performance Gaps)
c. Compare factors not open to imitation

(Environmental Considerations)
d. Compare factors to be imitated (Live Levers)

6. Plan strategy

kind of information and level of detail
you are seeking. This is why it is so im-
portant to perform your own bench-
mark process as a preliminary step.

When visiting, make sure that you
disrupt the normal flow of operations
in the office as little as possible. This
way you will see how the practice func-
tions in reality and will be much more
welcome visitors. It is also useful to fo-
cus your attention, questions, and com-
ments on the most positive aspects of
the practice. You are there precisely be-
cause of your partner's excellence. Most
people appreciate positive comments
and typically follow them with more de-
tailed explanations of their practices. Say
"Thank you," with emphasis on specific
details. This is absolutely obligatory.

The next step is analysis. Careful
notes should be made immediately fol-
lowing the visit and it is recommended

comes." Here is where you list on the
page all of the evidence from your own
practice characterizing your shortcom-
ings or opportunities in the area related
to your target value added. This should
be a column down the left-hand side of
the page enumerating the actual numbers
you recorded in your internal
benchmarking. On the right-hand side
of the page make a corresponding col-
umn for the outcomes you observed in
the practice you bench marked. This
listing is a scorecard defining the ways in
which your benchmark partner is better
than you are in things that matter to you.
It is sometimes useful to underline or
otherwise highlight the outcomes that
matter most. Some of the information
gathered is nice to know but not directly
related to your value-added opportunity.
You should know which are your lead-
ing indicators for success.
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The next step in the procedure is to
compare the two columns—yours and

before, you will make two columns: one
for your practice and one for the bench-

I nformation gathered from benchmarking should
I never be mode available to outside parties or for
other purposes.

your benchmark partner's. Use a bright
magic marker to indicate those out-
comes where your benchmark partner
significantly exceeds your performance in
areas you have said matter most to you.
These are called "Performance Gaps,"
and they are your keys to practice im-
provement.

Draw a line or start a new piece of
paper and label it "Environmental Con-
siderations." These are fancy words and
maybe there is some other way for you
to list all of the differences between your
practice and your benchmarked partner's
practice that cannot be imitated. If the
other office has a very up-scale patient
base and you do not, indicate that this is
an environmental difference and some-
thing that is not under your control. An-
other difference might be the size of the
comparison practice, both the physical
facility and the number of employees.
Keep adding to the list those factors that
you cannot change or choose not to
change but that are different between
your practice and the practice or prac-
tices you benchmarked.

Draw a line one more time or start a
new page and label it "Live Levers." As

mark practice. But this time you are go-
ing to list differences you are prepared to
do something about. The benchmarked
practice might invest more heavily in em-
ployee training or salaries than you do.
Your benchmark partner might use dif-
ferent materials or the same materials in
different ways. A difference might be as
concrete as office policies for payments
or as vague as the office "culture." What
you are looking for are processes that ex-
plain the performance gaps in outcomes
that you can do something about. The
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to reduce the gap between one's bench-
mark partners and oneself. This is a
matter of planning to implement
changes in an incremental fashion while
carefully monitoring the effects in terms
of key outcomes that add value to the
practice. A prescription for tragedy is to
assume that the gap between the best of
comparative organizations and yours can
be dosed by simply identifying the fac-
tors that make a difference and an-
nouncing your intention to "make it so."
One of the lessons of successful
benchmarking is to spread the business
of closing the gap over several years, de-
pending on the size of the gaps and the
difficulty of implementing process
changes. Mile stones—projected smaller
gaps at six-monthly intervals—are useful.

Benchmarking is not a common
practice in dentistry—but it could be.
Benchmarking is the business of finding
out what is possible and finding out how

hot you are looking for are processes that ex-
plain the performance gaps in outcomes that

you can do something about.

environmental factors enumerated in the
environmental section are "dead levers"
in the sense that you cannot or will not
pull them to make your practice work
better. Only live levers matter.

The final stage of benchmarking is to
use the levers for process improvement

to accomplish it. That sure beats sitting
at home wringing your hands or paying
someone else to tell you what they think
will work based on their experience.
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American Dental Association, Various practice management and marketing resources. (800) 621-8099.
Among the greatest under used resources available to dentists are the publications and reports of the ADA. This is an ex-
cellent way to begin benchmarking, by reading some of the reports of the association to establish comparisons with other
dentists of similar practice characteristics.

* Bogan, Christopher E. & English, Michael J. (1994). Benchmorking for Best Practices: Winning
Through Innovative Adoption. New York, NY: McGraw-Hill. ISBN 0-07-006375-3; 312 pages; cost
unknown.

Benchmarking is simply the systematic process of searching for best practices, innovative ideas, and highly efficient operation
procedures that lead to superior performance. This is a practical manual for accomplishing it.

* Boxwell, R. J. Jr. (1994). Benchmorking for Competitive Advantage. New York, NY: McGraw
Hill. ISBN 0-07-006899-2; 224 pages; cost unknown.

Another book filled with examples of how organizations have achieved marked improvements in performance as a result of
benchmarking.

* Fitz-enz, Jac (1993). Benchmorking Staff Performance: How Staff Departments Can Enhance Their
Value to the Customer. San Francisco, CA: Jossey-Bass. ISBN 1-55542-573-9; 218 pages; about
$30.

The model suggested involves deciding where value can be added to an organization, gathering data from comparable orga-
nizations, evaluating it, and taking action to close the identified gaps. There are suggestions for finding partners, writing
questionnaires, and preparing reports, but few concrete illustrations. "The critical issue that must drive benchmarking is the
opportunity to add value."

National Institutes of Standards and Technology, U. S. Department of Commerce (2000). Health
Core Criteria for Performance Excellence. Gaithersburg, MD: U.S. Department of Commerce.
http://www.quality.nist.gov.

Introduction to the Malcolm Baldrige National Quality Award criteria. These were commissioned by an act of Congress and
have been refined over the past twelve years to promote competitiveness in American business. These are standards for
health care.

O'Dell, C.& Grayson, C. J., Jr. (1998). If We Only Knew What We Know: The Transfer of Internal
Knowledge and Best Practice. New York, NY: The Free Press.

Addresses issue of "knowledge management," capturing and making available what various members of an organization
know so that it can be used for the benefit of the whole organization.

Editor's Note

Summaries are available for the three recommended readings preceded by an asterisk. Each is about four pages long and conveys both the
tone and content of the book through extensive quotations. These summaries are designed for busy readers who want the essence of
these references in fifteen minutes rather than five hours. Summaries are available from the ACD Executive Office in Gaithersburg. A do-
nation to the ACD Foundation of $15 is suggested for the set of summaries on having your say; a donation of $50 would bring you
summaries of all the 2001 leadership topics.
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