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Marketplace Principles to Increase Access to Dental Services 
American Dental Association • March 2004

Oral health is essential to overall health, especially to the healthy development of a child.  Yet, tooth
decay is the most prevalent disease of childhood, unnecessarily affecting a child’s ability to sleep, eat,
pay attention in school, and have a good quality of life.  Low-income children disproportionately
suffer from untreated dental disease. Their access to dental services covered by Medicaid is a 
significant, chronic problem.  Studies conducted by the U.S. Department of Health and Human
Services1 note that relatively few children covered by Medicaid receive even minimal dental services,
and that inadequate reimbursement is the most significant reason that dentists do not participate in
Medicaid.  Reports issued by the U.S. General Accounting Office (GAO) to Congress in 2000 note
that Medicaid payment rates often are well below dentists’ fees.  The GAO also noted that “payment
rates that are closer to dentists’ full charges appear to result in some improvement in service use.”

Problems with Current State Medicaid Reimbursement Rates

Many state Medicaid program administrators have based their reimbursement schedules on a 
fundamentally flawed application of the concept of Usual, Customary and Reasonable (UCR) fees.
In the commercial dental benefits sector, the UCR concept usually means that dentists submit claims
reflecting their usual charges (usual fee) and are reimbursed up to a maximum rate determined by
the carrier to be customarily charged by dentists in an area (customary fee).  Some benefit plans 
discount the payments made to dentists by varying degrees.  This method is designed to secure an
adequate number of participating dentists in a plan’s provider network, but relies on discounts that
are not excessive (relative to payment rates that dentists can obtain from other patients).  The 
experience of commercial dental preferred provider networks in heavily competitive dental markets
indicates that some providers may accept fee discounts in the range of 15 percent to 20 percent off
of their usual fees.  At least one state Medicaid program (Delaware) is using this approach for 
reimbursement, paying each dentist 85 percent of submitted charges.

However, most Medicaid programs establish their reimbursement schedules based on the mean of
fees submitted by dentists for services they provided to Medicaid enrollees in a prior fiscal year (i.e.,
average fees derived from the state’s Medicaid claims data base).  This approach does not provide a
valid reflection of market-based dental fees for several reasons:
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√ The so-called “Medicaid UCR” rate is actually less than the fees charged by roughly 50 percent of
all dentists who submit Medicaid claims.

√ Many Medicaid programs further reduce (discount) “Medicaid UCR” rates (average charges),
thereby producing substantially greater discounts than those used in commercial dental benefit
programs, and resulting in Medicaid payment levels that are substantially less than dentists’ fees.

The figure below demonstrates that a discount of 17 percent off of average fees charged by area 
dentists (which generally are equivalent to the 50th percentile of fees) result in payment levels that
are considered “usual” by only 25 percent of area dentists (i.e., equivalent to the 25th percentile of
fees). 

Comparisons of Medicaid “UCR” Rates with Fee Percentiles
√ Many dentists submit charges

to Medicaid that are equal to
the amount Medicaid 
currently pays for a given
procedure (rather than the
charges they actually bill
their non-Medicaid clients).
This custom stems from
dentists’ recognition that

they are bound by law to accept
the Medicaid fee as payment in
full for any covered procedure;
accordingly, billing Medicaid at

the Medicaid fee instead of their usual charge eliminates the need to reconcile or write off the 
difference for each procedure provided.  The problem is that Medicaid programs often do not make
this distinction, and treat the charges dentists submit as actual charges-in-full. 

√ Most state Medicaid fee databases are at least one year or more behind the private sector market
because they are based on fees submitted by dentists in the prior year.   Perhaps more important,
most Medicaid programs do not update fee structures regularly to account for inflation or other
market factors.  Within a few years, the effect of not adjusting for the increase in the market prices
for dental services is quickly compounded, and the gap between Medicaid payments and dentist
charges becomes wide. 

In an April 2000 report, GAO investigators cited a study that compared a sample of dentists’ fees in
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the private sector to Medicaid payment rates for the same services, and commented on the use of
percentiles as a means to assess the proportion of dentists who would find Medicaid rates 
comparable to their usual fees. The study indicated that the level of Medicaid dental reimbursement
in 1999, nationally, and in most states, was equal to or less than the dental fees 
normally charged by the lowest 10th percent of dentists (the 10th percentile of respective fees). 

Using Percentile Analysis to Establish Market-based Medicaid Reimbursement Rates

What is a fee percentile?

Fee percentiles offer a way of representing the distribution of fees charged by dentists in a particular
area, and provide a useful basis for comparing state-specific Medicaid fees with fees that prevail in
various markets for dental services.  For example, the 10th percentile fee level for a particular area
would indicate that 10 percent of dentists in that area charged that amount or less for a particular
service.  Ninety percent of dentists in that area would routinely charge more than the 10th 
percentile fee.  

How can a state use fee percentiles?

Fee percentiles can be exceptionally helpful as a basis for estimating the number or proportion of
dentists in the state who might participate in Medicaid, at selected payment levels.  States can use
this form of analysis to adjust dental payments so that they are likely to enlist a sufficient number of
dental providers and assure prompt access equal to that experienced by the general public.
Comparing Medicaid reimbursement levels to fee percentiles in a given state requires access to 
current data sets that describe the percentile distribution of fees routinely charged by the state’s
dentists.  This information is available from commercial organizations, such as the Ingenix
Corporation’s Prevailing Healthcare Charges System, or from other actuarially sound state-specific
sources, such as commercial dental insurers.  The American Dental Association’s (ADA) Survey of
Dental Fees, which offers regional rather than state-level fee distribution data, provides an 
alternative source of information, if state-specific fee data are otherwise unavailable.  (As noted
previously, existing Medicaid claims databases are not a good source for making dental fee 
comparisons).

Understanding Market-based Medicaid Reimbursement Rates

The ADA believes that Medicaid fees that approach the 75th percentile will greatly improve the 
likelihood that a significant number of dentists will participate in a state Medicaid program, 
especially if Medicaid rate increases are combined with other measures to improve Medicaid 
administration, patient outreach and care coordination.



Several states have moved to increase Medicaid reimbursement to levels more consistent with the
market-based approach presented here.  While the effect these reimbursement rate increases have on
access and utilization of services remains to be fully assessed, preliminary evaluations suggest, as
noted by the GAO, that Medicaid payments that approximate private sector market fees do result in
increased dentist participation in Medicaid.    

Comparisons of State Medicaid Payment Rates and Market-based Fees

The following tables provide comparisons of Medicaid payment rates for 15 commonly used 
pediatric dental procedures in each of the five Pacific states (AK, CA, HI, OR, WA) and fees
charged by general dentists in the Pacific region.  The tables list procedure codes and descriptions of
the dental procedures.

For example, in the first table, column one indicates that the Alaska Medicaid program pays $31.00
for a periodic oral examination.  The second column shows that the average fee that dentists in the
region charge for that procedure is $35.11.  The third column shows that the regional 75th 
percentile of dentists’ charges is $40, meaning 75 percent of dentists in the region report that they
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charge $40 or a lower fee.  The fourth column shows that the actual Alaska Medicaid rate for this
procedure is equivalent to the 35th percentile of regional fees, meaning that 35 percent of dentists
in the region would see the Medicaid rate as equal to or greater than their current charge and 65
percent of dentists in the region would see the Medicaid payment rate as less than their usual
charges.  

Of particular note, the Alaska Medicaid rate for a porcelain crown is equivalent to the 62nd 
percentile of fees charged by dentists in the region, while the rate for bitewing x-ray is 
equivalent to the 4th percentile.  From an economic perspective, payment levels that are 
ubstantially below dentists’ charges, as is seen to a greater degree in other states in this region 
(particularly in California), would not provide adequate incentives for dentists to participate in the
Medicaid program.

Comparisons of Pacific (Pac) States’ Medicaid Payment 
Rates with Regional and National Fees4
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The following two graphs display rankings of the five Pacific states’ Medicaid reimbursement rates
for the 15 services outlined in the previous state tables.  The first graph illustrates diagnostic and
prevention services. The second graph illustrates treatment services, which includes restorative,
endodontics and oral surgery services.

In both graphs, each horizontal bar shows how close each state’s Medicaid rates compare to the
regional 75th percentile (market-based level) of fees charged by general dentists in the Pacific
Region.  In other words, what percent of the regional 75th percentile is covered by the state’s 
current Medicaid rates.  For example:
√ In the diagnostic/prevention graph, Hawaii’s Medicaid reimbursement rates for diagnostic and

prevention services are only 50 percent of the regional 75th percentile. 
√ In the treatment graph, Hawaii’s reimbursement rates for treatment services are only 43 percent

of the regional 75th percentile.

8



9



The following two graphs display rankings of all 50 states’ and the District of Columbia’s Medicaid
reimbursement rates for diagnostic/prevention services and for treatment services (as outlined in the
previous graphs).

In both graphs, each horizontal bar shows how close each state’s Medicaid rates compare to the
national 75th percentile (market-based level) of fees charged by general dentists across the United
States.  For example:
√ The first bar on the diagnostic/prevention graph shows that Washington, DC’s Medicaid 

reimbursement rates for diagnostic and preventive services are 85 percent of the national 75th
percentile.

√ In the second graph, however, Washington DC’s reimbursement rates for treatment services are
only 44 percent of the national 75th percentile.
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* Reimbursement based on policy of paying 85% of each dentist’s submitted charges.
** This bar reflects state’s fee-for-service Medicaid rate in place in 46 counties. Michigan’s Healthy Kids Dental program, 

administered by Delta, currently operates in the remaining 37 counties. 
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This brief was created to highlight the activities states have pursued in an effort to improve access to oral health care for children enrolled in
Medicaid and/or the State Children’s Health Insurance Program (SCHIP).  The information outlined is based on publicly available materials
and feedback from state officials, and does not contain opinions or judgments on the success or failure of any state activity or innovation.
The ideas expressed herein are not necessarily those of, nor endorsed by the American Dental Association.  To get additional data or 
information, the reader should consult with appropriate state officials.
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