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Introduction

The Patient Protection and Affordable Care Act (ACA) requires insurers providing coverage
through the newly established Exchanges to offer pediatric dental coverage as part of the
Essential Benefits Package. Child advocates have applauded this provision because this law
will allow nearly all legally residing children to have access to dental coverage. However, for
most policymakers, little is known about the the potential impact of the ACA on individuals
eligible for dental coverage in the private dental insurance market. This issue brief provides a
brief overview of private dental coverage, who currently has coverage and how they obtain it,
and considers the possible impact of ACA on employer sponsored dental benefits.

Americans With Dental Coverage

Individual

3%
87% of large
employers offer

dental coverage

45% of small
employers offer
dental coverage

Source: Kaiser Family Foundation: 2010 Employer Health Benefits Annual Survey
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Who is Covered?

Over 165 million Americans have private dental
coverage — including nearly 9 million children.
Employers offer dental coverage for numerous
reasons:

1. to recruit and retain employees;

2. to boost worker productivity;

3. to offer a benefit where there is no viable
alternative.

4. out of a moral obligation;

5. and to obtain preferential tax treatment;

The majority of individuals (97%) receive
coverage through their employer and it remains
the third most highly valued benefit after medical
coverage and retirement benefits." Full time
workers exceed their part-time colleagues in
access with 56% versus 15%." Higher wage
earners also have higher participation rates."

What is Coverage?

The design of dental coverage has remained
consistent since the 1990s. To ensure affordability
for employers while covering a wide range of
dental services, dental coverage functions as
a limited prepayment program as opposed to
a risk-sharing insurance program. Most dental
insurance includes significant cost-sharing by
consumers for non-preventive services. These
benefit plans typically offer preventive care with
low or no cost-sharing and a defined set of
payments for additional treatment such as root
canals and orthodontics. The standard dental
coverage also has lifetime and annual caps.

The levels of cost-sharing vary according
to employer preference and premium costs.
Employers determine how much they will
contribute towards a dental benefitand how much
their employees will be required to contribute.

*Of the 300 million Americans, approximately 50 million do not have
any type of health insurance. An additional 50 million Americans and
more than 25 million children do not have any form of dental insurance.

The benefit structure allows the employer to
assume a fixed and predictable premium for
providing the level of dental coverage elected.
The cost of the benefit is controlled by the limits
placed on the scope of the benefit, which requires
the enrollee to pay for care that falls outside the
scope or exceeds the stated limits. In recent
years, employers have begun to either lower
some contribution levels or allow the employee
to pay the full premium in order to control overall
healthcare costs.”

What Type of Employers
Offer Coverage?

Dental coverage varies by the size of the employer.
Over half, 64%, of the large group (>100 employees)
employers offer dental coverage with 79% of employees
within those companies that take advantage of the
coverage (take-up rate)." While small employers (<50
employees) offer dental coverage at a significantly
lower rate, 26%, the employee take-up rate remains
comparable to those in large companies at 76%."

Dental Coverage Offered by
Employer Size

H Percent of Employers Offering Dental

Coverage

B Employee Take Up Rate When Offered
Coverage
76% 79% 79%

1-49 employees 50-99 employees 100+employees
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Potential Impact of ACA

The Affordable Care Act (ACA) could impact
employer insurance purchasing patterns. Since
the passage of the ACA, numerous analyses
have been conducted to determine this impact.
While it is difficult to predict the future purchasing
patterns of employers, analysts have noted
that overall there will likely be an increase in
employer coverage and that few employers will
intentionally drop employees from coverage in
order to take advantage of Exchanges.* Overall,
estimates show there is likely to be an increase
in employer coverage across all markets. Of the
32 million individuals who will gain coverage, the
majority will likely be eligible for Medicaidand the
Exchanges. The Exchanges, however, will initially
only serve those in the small and individual
group markets, which represents over half of
employees nation-wide.*

The majority of estimates assume that there will
be little shift in the large group market.” Large
employers typically offer rich benefit packages,
including dental benefits, and their employees
will likely see benefits comparable to those
offered in the Essential Benefits Package.

Changes are more likely to be seen in the small
group market.X" These small employers are much
more sensitive to premium increases but may also
benefit from tax subsidies. The uncertainty in the
overall economy as well as ACA implementation
has caused some to suggest that coverage in
the employer-sponsored small group market will
decline. However, the majority of researchers
and statisticians’ modeling suggest that overall
offerings of dental coverage is likely to increase
in this market but that there could be pockets
of decrease (e.g., employers who have a high
percentage of part time, low wage workers).xi

Moving Ahead

Modeling of employer behavior suggests
that any drop in coverage will be minimal and
contained within certain pockets of the small
group market. Large group coverage should be
minimally affected by changes and requirements
in the ACA. Fewer than half of small employers
offer dental coverage (47%) and of those, it is
mostly the larger small employers, those with
50-99 employees, who offer this coverage.
Given the low penetration of dental coverage in
the small employer market, it is unlikely there
will be a dramatic drop in employer-sponsored
dental coverage for individuals who qualify for
the Exchanges (those in the small and individual
group markets). It is more likely, given the tax
subsidies, greater availability of coverage,
and the desire of employers, that there will be
an increase in dental coverage in the markets
affected by the Exchanges.

While the outlook for employer-sponsored dental
benefits remain strong, there is considerable
work that remains to be done in the small and
individual group market within and outside the
Exchange. Those decisions have yet to be
clarified by the federal government, although it
is possible that the greater portion of decisions
determining the scope and limits of dental
coverage for children and families could be the
responsibility of state authorities.
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