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M
ost health plan sponsors agree that pre-
ventive measures are essential to employee 
wellness, and maintaining oral health is 
just as important to preserving one’s over-
all health. A healthy mouth is more than 

a beautiful smile; it is also a healthy total oral environment. 
Daily good dental hygiene and regular diagnostic and pre-
ventive dental care are vital to maintaining and/or improving 
one’s oral health.

Dental visits also can lead to the detection of health con-
ditions such as immune disorders, nutritional deficiencies 
and systemic diseases.

The Surgeon General estimates that the U.S. economy 
loses 160 million employee work hours each year due to oral 
health issues. Combine that with the fact that 87% of people 
with dental insurance are likely to have visited the dentist 
within the past year.1 Preventive measures are essential to 
employee wellness, and many believe it is important that em-
ployers maintain or consider offering some form of dental 
coverage to their employees. Making it easier for employees 
to take steps to prevent disease and illness before they start 
can be a priceless benefit.

Dental Insurance
Sixty-one percent of U.S. employers offer group dental 

benefits.2 Employers offer dental insurance for a variety of 

reasons. Dental insurance typically covers cleanings, routine 
exams and x-rays and reduces out-of-pocket costs for other 
dental procedures. Insurance normally does not cover cos-
metic dental procedures. Many insurance providers actively 
make adjustments to coverage to ensure that they are offering 
procedures that employees desire and consider to be of value.

Dental Benefit Plan Types 
Dental plans provide financial assistance that lowers the 

financial barriers to dental care, putting the most emphasis 
on diagnosis and prevention. There are five prominent and 
basic types of dental plans typically offered: dental preferred 
provider organization (PPO), pure indemnity, dental health 
maintenance organization (DHMO), managed fee-for-ser-
vice and discount plans.

Dental PPO

Dental PPO plans enable employees to select from a net-
work of providers that have agreed to accept discounted rates 
from an insurance carrier for their services. Employees likely 
will pay a percentage of the discounted rate, which will vary 
based on the procedure(s) completed. This is the most popu-
lar type of plan today.

With most PPO plans, preventive services are covered in 
full, while other services may be covered up to 80% or 50% of 
the network-negotiated discount rates. With a PPO, there is 
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an annual maximum of coverage limit 
as well as a deductible that will need 
to be met. The most popular, the pas-
sive PPO variety, also enables employ-
ees to visit out-of-network dentists and 
still receive coverage for those services. 
However, the employee will be respon-
sible for the cost difference between 
the dentist’s charge and the allowable 
charge (balance billing).

Pure Indemnity

Pure indemnity plans pay for covered 
procedures based on either a percentage 
of the submitted charges or on a sched-
uled reimbursement amount. A key 
difference is that employees may pay 
for the procedure(s) up-front and be 
reimbursed at a later date. These plans 
usually have higher out-of-pocket costs, 
especially if they are not tied to a con-
tracted dental network in some way.

Dental HMO

Dental HMO plans, also commonly 
referred to as prepaid plans, generally 
require employees to use an in-network 
dentist. The insurance company pays 
dentists a predetermined amount for 
their participation in the network, and 
employees may or may not have copay-
ments depending on the type of proce-
dure. Dental HMOs typically are seen as 
an affordable option for employees be-
cause usually no copayment is required 

for diagnostic and preventive services. 
However, plan benefits apply only to  
in-network providers. If an employee 
chooses to see an out-of-network dentist, 
he or she would be responsible for 100% 
of the charges or have higher copayments.

Managed Fee-for-Service

Managed fee-for-service plans are 
similar to dental PPO plans in that they 
pay a percentage of the discounted rate 
or a percentage of a maximum allow-
able charge. If the plan is associated 
with a network, it usually does not offer 
a deep discount nor is it as tightly man-
aged as a PPO-contracted network. 
There is also an annual maximum of 
coverage limit as well as a deductible 
that will need to be met.

Discount Plans

Discount plans are not insurance, but 
for a lower monthly or annual fee, they 
provide access to discounted dental ser-
vices from participating dentists. There 
are no deductibles to meet, and member 
out-of-pocket costs are typically higher 
than those of a dental PPO or dental 
HMO. There is no insured benefit; the 
employee would be solely responsible 
for payment at the time of service. The 
largest discount dental networks tend to 
be smaller than the largest dental PPO 
networks. There are few or no controls 
placed on utilization of services.

Many employers choose to select a 
plan design option so that the plan of-
fering is customized to accommodate 
the wide range of their employees’ needs. 
Additional plan design options include 
exclusive provider organization (EPO), 
maximum allowable charge (MAC), self-
funded and direct reimbursement plans.

Dental EPO

Dental EPO plans require employ-
ees to use an in-network dentist for 
coverage. Employees receive benefits 
for covered procedures up to the an-
nual maximum. With an EPO, there is 
applicable coinsurance, as well as a de-
ductible that will need to be met.

Dental MAC

Dental MAC plans are dental PPO 
plans that have a maximum allowable 
charge for in-network and out-of- 
network dentists. If an employee chooses 
an out-of-network dentist, the em-
ployee will be responsible for a deduct-
ible and the cost difference between 
the dentist’s charge and the allowable 
charge (balance billing) for the com-
pleted covered procedure. If an em-
ployee chooses an in-network provider, 
he or she will be responsible for only 
the deductible and possibly a coinsur-
ance amount for the completed covered 
procedure. These plans are also subject 
to annual maximums.

Self-Funded

Self-funded plans make employ-
ers responsible for the financial risk 
of payment of all claims. With many 
self-funded plans, employees may 
have the freedom to choose any den-
tist and/or may have access to a PPO 
network. Employers are responsible 
for reimbursing employees a prede-

learn more >>
From the Bookstore
Dental Benefits—A Guide to Managed Plans, Third Edition
Cathye Smithwick. International Foundation. 2012.
For more details, visit www.ifebp.org/books.asp?6979. 
Health Insurance Answer Book, Tenth Edition
John C. Garner, CEBS. Aspen Publishers. 2011, with 2012 supplement.
For more details, visit www.ifebp.org/books.asp?8869.
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termined percentage of the covered procedure(s). Similar 
to insurer-based plans, there are annual maximums and 
possibly deductibles. Plan administration can be del-
egated to a third-party administrator or a dental insur-
ance company that provides administrative services only. 
There are varying degrees of claims management.

Direct Reimbursement

Direct reimbursement is a self-funded plan that reimburses 
employees for submitted charges. While annual maximums 
and coinsurance may be applied, there is little or no claim or 
utilization management.

The Decision and Plan Design
When selecting a dental insurance plan to offer to em-

ployees, it is important that an employer is aware of the plan’s 
limits. As the decision is made, several questions should be 
asked, such as:

•	 What are the monthly insurance premiums?
•	 How big is the network?
•	 Are the network dentists in close proximity to employees?
•	 Are diagnostic, preventive and emergency services 

covered?
•	 What routine procedures are covered and what is the 

coinsurance?
•	 What major services are covered and what is the coin-

surance?
•	 Is there a waiting period for any of the covered proce-

dures?
•	 Are there any enhanced benefits?
•	 What is the deductible?
•	 What is the annual maximum?
Some plans offer enhanced benefits that include carry-

over maximums and special benefits for the unique needs of 
specific plan members or dependents, such as coverage for 
children’s sealants, extra cleanings for pregnant women or 
diabetics, dental implants and adult orthodontia. Although 
it is not a health-related service, some plans even offer a rider 
for cosmetic benefits such as teeth whitening.

Cost Management
Dental and vision coverage will be exempt from the Cadil-

lac tax—an annual excise tax on health plans with premiums 
exceeding $10,200 for individuals or $27,500 for a family 
starting in 2018. The tax was established by the Patient Pro-

tection and Affordable Care Act of 2010, which the Supreme 
Court upheld in June. But health insurers will be required to 
pay an assessment tax. It is highly likely that rates for den-
tal benefits will increase as health insurers absorb the cost 
of these assessments and the cost of compliance with these 
regulations. Dental plan providers are still waiting for more 
regulatory guidance regarding:

•	 Requirements for pediatric dental benefits as essential 
health benefits 

•	 Requirements of health insurance exchanges and any 
associated exchange fees to participate

takeaways >>
•   The U.S. economy loses 160 million employee work hours each 

year because of oral health issues.

•   The dental preferred provider organization is the most common 
type of dental plan.

•   Providing insurance for preventive measures can help employees 
avoid costly corrective measures and lost work time.

•   Dental coverage is available in a variety of 
plans that may fit an employer’s benefits 
budget and goals.
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•	 Cost sharing, coordination of deductibles and out-of-
pocket expenses

•	 Information technology requirements to interface with 
exchanges

•	 Internal Revenue Service guidance on the assessment.
These highly visible variables could potentially impact in-

surers’ cost to provide benefits and ultimately the cost to the 
dental benefit consumer.

Many consumers’ dental benefit premiums and fees are 
paid for at least partially by employers.3 In today’s economic 
climate, it would be easy to believe that the simplest way for 
employers to reduce costs is to eliminate dental benefits.

However, employers have several options to consider to re-
duce costs. While some employers are in a position to share the 
costs with their employees, many are not. To help employers 
keep health care costs within their budgets while maintaining 
the coverage they offer their employees, many insurers are in-
troducing more customized solutions based on the employer’s 
specific needs. If the employer is focused on preventive mea-

sures to help employees avoid higher costs in the future and 
reduce the likelihood of absences due to dental-related issues, 
a possible solution would be for the employer to cover preven-
tive care procedures at 100%, without a deductible. This would 
enable employees to get treatment for minor issues before they 
become major issues that might require expensive corrective 
procedures and, possibly, time off from work.

Many employers recognize the value of employer-paid or 
contributory benefits, yet need to keep their costs in check. 
Many of them are choosing to make changes to their plan de-
signs in a way that does not compromise their ability to offer 
plans that provide standard coverage or cover procedures that 
their employees have identified as important. Cost-reduction 
measures can be taken without compromising the coverage 
that is offered to employees. For example, increasing employee 
premium contributions, copayments and/or deductibles, or 
offering a voluntary (employee-paid) benefit plan may be 
options. Increasing employees’ financial responsibility for 
coverage may decrease the amount of monthly premium the 
company pays. (A voluntary plan requires employees to pay 
the entire premium cost.) Most insurance providers still offer 
diagnostic and preventive services without a deductible.

Even though choosing a less expensive plan may seem 
like a quick fix, it is important for the employer to ensure it 
is maintaining coverage for procedures employees need or 
have expressed interest in having. The dental plan modifica-
tion strategy that is chosen should be the best one for the 
company.

Conclusion
Dental insurance plans do not have a one-size-fits-all op-

tion, so it is imperative that benefits administrators research and 
select the plan that best suits their employees. Finding a plan 
that meets a company’s needs as it pertains to coverage, pre-
mium costs, rate guarantees, network size and quality, claims-
processing speed and accuracy—and even customer service—
may seem like a daunting task, but it will prove to be one that 
is worthwhile for employees. Dental insurance gives employees 
access to a very healthy start to preventing disease and illness. 

Endnotes

 1. National Association of Dental Plans (NADP) Report: The Haves and 
the Have-Nots: Consumers With and Without Dental Benefits, February 2009.
 2. LIMRA and NADP, 2008 Group Dental Sales and In Force Survey.
 3. NADP Report: The Haves and the Have-Nots: Consumers With and 
Without Dental Benefits, February 2009.
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service in this area, our claims system – is the most user friendly, 
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