Group Prepayment of Orthodontic Care

Gerarp W. Mvyers, D.D.S.

For many people the cost of health
care has been a barrier to utilization.
In the past most attempts to lower
this barrier have failed. More recently
another approach known as third party
prepayment has been increasingly suc-
cessful. This has involved insuring con-
sumer groups against catastrophic
needs, budgeting usual needs and shar-
ing the financial burden with govern-
ment, commercial and philanthropic
institutions through a fiscal agent.

This plan has been used by em-
ployers to attract and to hold em-
ployees. It has helped unions display
the value of union membership and to
secure nontaxable benefits.”” For many
health practitioners it has become a
growing segment of their practice. To
the consumer, who has received more
health benefits than ever before, it has
been a means for achieving a basic
human right.

But the third party approach has
brought perplexity as well as satisfac-
tion. Fiscal agents have had to foster
underutilization of care to avoid bank-
rupting their programs.*®* To secure
adequate service at favorable cost, fis-
cal agents have also sought to influence
the administration of care. Thus they
have endeavored to determine the com-
petence of those delivering care, the
eligibility and choice of patients, the
scope of services, the quality of care,
and the payment of charges.

Except for health emergencies and
situations of unusual distress or depen-
dency, these matters have traditionally
been reserved to the professions.*®
Finally, fiscal agents have influenced
the kind of care delivered. By cover-
ing major but infrequent health risks
which are more insurable they have

diverted attention from the mainten-
ance of health and the prevention of
disease.

Thus third party fiscal agents have
impinged on some of the most impor-
tant prerogatives and responsibilities of
the health professions. Inevitably ten-
sions have developed. Fortunately, a
mutual accommodation of interests is
emerging. Society has maintained its
right to receive care. The health pro-
fessions have preserved their right to
deliver care. They have jointly agreed
to negotiate the administration of care.

DenTAL PRECEDENTS

Because society placed a higher prior-
ity on hospital, surgical and major
medical care, the medical profession
faced the issue of group prepayment
before dentistry did.?*:*° Dentistry, how-
ever, foresaw its involvement with third
party group prepaid care as early as
1943. In the report of a special com-
mittee the American Dental Association
then urged the study of existing hospital
prepayment programs to determine
whether dental care could be provided
on insurance principles. The report
also suggested that dentistry gain ex-
perience with third party payment
through experimental programs con-
ducted in various parts of the country.!

Then in 1953 the American Dental
Association endorsed guidelines for
those establishing dental prepayment
plans. These emphasized the necessity
of dental counsel and advice in design-
ing such plans, the importance of de-
fining benefits and the conditions under
which services are provided. They
called for freedom of choice for the
dentist and the patient. The guidelines
also reserved the professional right to
establish policies on dental aspects of
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the plan. In particular they urged the
delivery of high quality care. Finally,
they recommended that authorized den-
tal representatives determine the pay-
ment of fees.?

Not long after this professional
action, the International Longshore-
men and Warehousemen’s Union-Paci-
fic Maritime Association (ILWU-
PMA) stimulated the organization of a
group dental practice.?® About the same
time the Los Angeles Hotel-Restaurant
Employees-Union Welfare Fund decid-
ed to provide its own dental clinical
facilities and to contract with private
dentists for their services. In effect,
these unions decided to fully adminis-
ter their own programs.

These arrangements immediately
drew critical attention from organized
dentistry, fearful that dentists would be
deprived of their prerogatives, be re-
duced to hired technicians or be exclud-
ed from the health care market.*® Faced
with this challenge, the profession re-
served the sole right to deliver care.
In the interest of serving more people,
however, it sensed the need to negotiate
with organized consumer groups on the
administration of care.

In these negotiations organized den-
tistry made it plain that closed panels,
which only serve eligible patients at
specific facilities by a limited number
of dentists, were not the preferred
method of health care delivery because
they denied free choice both to the
patient and the dentist. Dentistry there-
fore insisted that closed panel practices
should be formed and conducted solely
with the prior knowledge, consent and
guidance of organized dentistry.’"

The impact of this position has been
to restrain the growth of closed panels.
While these programs dominated the
field in 1960 when they served nearly
seventy-five per cent of those with
dental coverage, they represented only
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eleven per cent of a much larger field
by 1968.28.50

In this connection it is significant
that large closed panel programs have
not provided orthodontic care. Thus
the ILWU-PMA, the Sheetmetal
Workers’ Local 170, American Metal
Products Company (AMPCO) and the
Warehousemen’s contracts with the
Schoen partnership covered all dental
services except orthodontics. And
the Hotel-Restaurant Employer-Union
Welfare Fund Dental Plan eliminated
orthodontic care after three years of
inclusion.?® These programs were ap-
parently unable to recruit orthodontists
in sufficient number or to secure ade-
quate funding for elective orthodontic
care.

Meanwhile, the dental profession de-
cided to assume fiscal management
itself. State societies began to create
nonprofit dental service corporations
to administer prepaid plans on behalf
of labor unions, government agencies
and other groups. This mechanism
allows freedom of choice for both
patient and the dentist, reserves quality
control to the profession and makes
direct payments to participating den-
tists. It has irritated practitioners, how-
ever, for service corporations to dis-
count payments to dentists by five per
cent or more to provide for reserves
and to cover their own operations.*’

The first service corporations, Wash-
ington, Oregon and California Dental
Services, were organized on the west
coast in 1954 to administer a children’s
dental care plan initiated by the
ILWU-PMA.*#2 This approach has
been extended until thirty-seven states
now have active service corporations.®
It is estimated that four million persons
are presently covered by dental service
contracts.®

Nonprofit and commercial insurance
carriers were initially reluctant to as-
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sume fiscal administration of dental
plans because of consumer apathy and
actuarial uncertainties.

The universal recurring and cumula-
tive nature of dental disease, and hence
of individual dental risk, seemed to
make dental insurance (prepayment)
actuarially unsound.® Later, the rise in
consumer interest and the realization
that actuarial planning could be based
on utilization of care brought a break-
through in the insurance industry. From
1960 with dental insurance coverage
for only 17,491 persons there has been
a steep rise with coverage for over 4.5
million persons at the end of 1969.%
The insurance industry might well be-
come the dominant fiscal agent for the
dental market as it has for the hospital,
surgical and medical care field. Hope-
fully, however, service corporations will
maintain patterns for these insurance
programs compatible with the profes-
sion and the public.

THE ORTHODONTIC DEVELOPMENT

Both service corporations and insur-
ance companies have written dental
policies with coverage ranging from
minimal to the most comprehensive
benefits. The emphasis has been placed
on recurring restorative care. Ortho-
dontic services have been given the
least attention because their high pre-
dictability has made them less insur-
able.®® Nevertheless, rising consumer in-
terest in orthodontic benefits has alerted
orthodontists to the need for their in-
volvement in prepayment planning.*?:2?

Because negotiations over prepaid
orthodontic care are conducted by the
profession rather than the specialty,
orthodontists have developed closer
liaison with the American Dental Asso-
ciation and its state and local societies.?®
First, the American Association of
Orthodontists approved American Den-
tal Association policies related to dental
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care programs.** The American Associ-
ation of Orthodontists insisted, how-
ever, that local dental associations con-
sult with the specialty before under-
taking orthodontic programs. To fa-
cilitate consultation, orthodontic so-
cieties were quickly organized in each
state.!.2131 In addition, the orthodon-
tists in each state have sought for mem-
bership on state dental society planning
committees and dental service corpor-
ation boards. The ensuing dental and
orthodontic relationships have helped
to resolve a number of important issues.

COMPETENCE

Defining the competence of those
rendering orthodontic care in third
party programs has occasionally been
controversial. In its policy statement
the American Association of Orthodon-
tists declared that “orthodontic treat-
ment under prepaid programs should
be rendered by those having the requi-
site education, training or experience
as outlined in the statement on quali.
fications necessary for the announce-
ment of limitation of practice approved
by the House of Delegates of the Amer-
ican Dental Association.””® This does
not restrict the delivery of orthodontic
care to diplomates but does exclude
those without thorough orthodontic
knowledge or expericnce. Earlier board
certification as customary with the med-
ical specialties might help identify those
qualified to practice orthodontics.

The power of the profession to
specify the competence required for
participation in third party prepay-
ment programs, however, is only ad-
visory. The precedent set by the Su-
preme Court of New York clearly
showed that the fiscal agent reserves
the right to designate who shall provide
specialty service.** Not surprisingly, in
1967 only one commercial dental in-
surance carrier including orthodontic
benefits specified that treatment should
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be rendered by a licensed specialist.204
This situation underscores the need for
professional consultation to the prepay-
ment industry.

Free CHoIce

Along with the profession, orthodon-
tics has firmly held to the open panel
arrangement which grants the patient
free choice of an orthodontist. The
specialty has also reserved the choice
of patients to the orthodontist. In
public programs, however, this choice
cannot be prejudiced by race, color
or national origin.** It can, however,
be decided on the basis of administra-
tive eligibility.

EvricisiLITy

Unless limits are set on the eligibility
of patients, the costs of orthodontic care
would overwhelm entire third party
prepayment programs. Various means
have been used by fiscal agents to
accomplish this limitation. One has
been to require prior approval for treat-
ment from the service corporations or
other carrier. Another has been to re-
strict the age of coverage, e.g., exclud-
ing adults, or to specify the required
duration of coverage. The Group
Health Dental Insurance Company of
New York, for example,® provides
orthodontic benefits only to those en-
rolled in the plan from childhood.

A common expedient for limiting
coverage has been to restrict the scope
of services to those presenting either a
handicapping malocclusion or a handi-
capping dentofacial deformity defined
by a clinical index. Several prepayment
programs have employed the Handi-
capping Labiolingual Deviations Index
developed by Dr. Harold L. Draker.®*
The American Association of Ortho-
dontists and the American Dental Asso-
ciation Councils on Dental Health and
Dental Care Programs have officially
endorsed the Handicapping Malocclu-
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sion Assessment Record devised by
Salzmann.®*#* The index should not
only define priority conditions, but also
prove helpful in establishing a limit
to treatment, in controlling overutili-
zation of service, and in proportioning
the expenditure of funds.*

QuaLity oF CARE

The specialty has reserved the right
to prescribe treatment procedures for
all patients under orthodontic care. At
the same time the American Association
of Orthodontists recognizes the legiti-
mate interest of third parties in the
quality of care. The Association has,
therefore, repeatedly emphasized the
primary importance of maintaining
quality care in all prepaid programs.
Such quality, however, should be estab-
lished in cooperation with, and accept-
able to, recognized representatives of
the American Association of QOrthodon-
tists or of its constituent or component
societies.?”” Thus review of quality must
be conducted by peers.*#** Forty-six
states have already established peer re.
view committees. Thirty-one states also
have committees at the component or
local level.’® Annual review and author-
ization of treatment and plans to place
nonprofessional personnel on peer re-
view committees are alike repugnant
to the profession.?*3?

CramMs aNp PAYMENT

Policies with varying terminologies,
coverages, service definitions and forms
have provoked confusion over coverage
and disputes over claims. They have
also prevented multistate extension of
prepayment programs. The uniform
claim form with an optional ortho-
dontic section developed in 1966 by
the Council on Dental Care Programs
helped bring order out of chaos.*t
Within two years it was adopted by
companies covering more than eighty
per cent of dental claims. Subsequent
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development of a uniform code includ-
ing orthodontic services has also been a
clarifying advance.’® In both these en-
deavors the American Association of
Orthodontics has urged that orthodon-
tists be included on an equal basis with
all other specialty services.?

The Association has requested that
payment mechanisms be established in
cooperation with, and acceptable to
authorized representatives of the spe-
cialty. In general, it consents to various
methods for reimbursement in a health
program while opposing capitation as
the only system. The fixed fee concept,
set on a state or regional basis, and
the table of allowances are recognized
as appropriate for use if provision is
made for periodic review and readjust-
ment of fee structures. The usual, cus-
tomary and reasonable fee concept,
however, is given priority.*** In ortho-
dontics a distinction is made between
service fees for examination, diagnosis,
and retention appliances on the one
hand and monthly, quarterly, semi-
annual, annual or duration of treatment
charges for full treatment on the
other.1

Patient participation in the costs of
orthodontic care through copayment is
vital in orthodontics not only as a con-
trol on utilization but as a means of
securing attendance and cooperation of
the patient in treatment.

This is emphasized by the experience
of Massachusetts orthodontists who
recorded sixty per cent broken appoint-
ments in their public care program.*¢
The need for a ceiling on benefits is
recognized by the profession but the
use of deductibles is discouraged be-
cause of its restraining influence on
utilization.

Since service corporations and the
insurance industry have assumed fiscal
management, there has been encour-
aging growth in group prepaid ortho-
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dontic care.?®#% By 1967, seventeen of
the fifty-five commercial carriers with
dental coverage included orthodontic
treatment in their policies. Orthodontic
coverage has been increasingly repre-
sented in service corporation contracts
as well. In 1970 forty groups with the
California Dental Service included
orthodontic coverage. In 1972 it was
estimated that some practitioners in the
metropolitan New York area were se-
curing as high as one-third of their
new cases from nongovernmental third
party programs alone.*

The resolution of administrative is-
sues, experience with orthodontic bene-
fits, and greater consumer interest have
stimulated the growth of orthodontic
coverage. Formation of the National
Association of Dental Service Plans
{now Delta Dental Plans) by the
American Dental Association in 1966
has given further impetus to group
prepayment. This vehicle has made it
possible for the entire industry to co-
ordinate uniform nomenclature, benefit
descriptions, contract limitations and
exclusions and rating considerations.
For state dental service corporations it
has made possible interplan agreements
and the extension of multistate and
national coverage to sponsoring groups.
The new Dental Service Plans Insur-
ance Company (DSPIC) will assist
Delta Dental Plans in providing such
progrars to states without service cor-
porations.*®

But perhaps the greatest thrust for
orthodontic prepayment has come from
the government.’® The passage of the
Social Security Amendments in 1965
and particularly Title XIX (Medicaid)
authorized dental care for a large seg-
ment of the American lower middle
class regarded as dentally indigent. The
statute permitted either closed panel
or open panel arrangements, and
allowed reimbursement by fee per oper-
ation based on an agreed scale or by
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the usual, and customary fee concept.?”
By 1969, thirty-five of the forty-one
states providing care under Medicaid
included dental services and about one-
half of these also included orthodontic
treatment.

While dental service corporations in
Illinois, Washington, and Georgia suc-
ceeded in becoming the fiscal agents for
dental benefits under Title XIX, the
dental components of Medicaid pro-
grams are administered by Blue Cross
or by insurance companies in most
states.*> Unfortunately, these carriers
often failed to properly define the scope
of orthodontic services with the result
that some of the care was economically
and professionally unsound and of
questionable value to the recipient. This
situation was undoubtedly a factor in
the scheduled elimination of matching
funds for “cosmetic orthodontistry”
when the federal budget for Medicaid
was reduced in 1969.*5 Loss of federal
support for orthodontic coverage under
the Medicaid program has not, how-
ever, stifled government interest in ex-
tending such dental benefits to more

people.

Tue CxHampus ProGraM

Beginning in 1950 the military pro-
vided health care to dependents of
active duty personnel on foreign and
remote assignments. Later, the provi-
sion of these services was formalized
under the Civilian Health and Medical
Programs of the Uniformed Services
(Champus) which authorized compre-
hensive hospital and medical benefits
to military dependents without restric-
tion on the location of their duty
assignments. This program was ex-
tended in 1967 to include the needs of
seriously, physically handicapped de-
pendents.’” Among other features it
provided for orthodontic treatment of
physically handicapping malocclusions.
Patients, 9 to 19 years of age, with a
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minimum valid score of twenty-five
points using Draker’s index are pre-
sently eligible for CHAMPUS benefits.

Through the director of dental affairs
CHAMPUS authorizes treatment, re-
views the quality of care and adjudi-
cates grievances. It also provides the
sponsors of eligible dependents with
fiscal benefits. Once CHAMPUS decides
which patients are qualified for ortho-
dontic coverage, the Colorado Dental
Service acts as the fiscal intermediary.
This dental service corporation proces-
ses all claims, verifies patient eligibility,
checks for duplicate claims, figures de-
ductibles, conveys payment, explains
benefits to both dentists and sponsors,
and handles all other correspondence.

Participation in the CHAMPUS
orthodontic care program is not limited
to board qualified or licensed specialists.
This has been shown to be legally un-
enforceable. As a result ten per cent
of orthodontic coverage is serviced by
general dentists. Since CHAMPUS,
however, is obliged to provide treat-
ment by the most effective means, it
does recommend the delivery of ortho-
dontic care by specialists. Virtually
every orthodontist in the country has
filed a claim with CHAMPUS. Per-
formance and fee profiles drawn on
these orthodontists have shown that
board certification is beneficial.

With its large public funded and mul-
tistate orthodontic coverage, CHAM-
PUS exhibits the limitations as well as
the advantages of the third party pur-
chase of orthodontic care. It lowers the
cost of care to the individual but in-
creases the total cost to society.®® It
does not provide for the preventive, in-
terceptive or comprehensive care more
consistent with the profession’s funda-
mental interest. Thus, it places a pre-
mium on the existence of deformity.
Moreover, it does not take cognizance
of the relative value of services to the
patient.
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On the other hand, the program pro-
vides needed orthodontic services to
thousands of children and youths who
would otherwise be deprived of care.
It accomplishes this by involving virtu-
ally all the orthodontists in a manner
which least impinges on their profes-
sional prerogatives. The success of this
program provides a pattern of care not
only for all military dependents in the
future but perhaps a wider segment
of civilian society as well.

Thus health insurance is history. The
profession and the specialty of ortho-
dontics must accept it or be excluded
from the market. With the rapid
growth of existing programs and the
prospect of national interest in such
developments as capitation payments,
closed panels, health maintenance or-
ganizations and professional standards
review organizations,'”4® it is time to
get involved and to favorably influence
the inexorable course of events.

3737 Moraga Avenue, A202
San Diego, California 92117
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