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Fact Sheet 

The White House Commission on Complementary and Alternative Medicine Policy (WHCCAMP) wsis estabhshed 
by Executive Order 13147 on March 7, 2000, to develop a set of legislative and administrative poUcy 
recommendations that will maximize the benefits of complementary and alternative medicine (CAM) practices and 
products for the general public. The Commission has been charged to submit a report to the President and 
Congress by March 2002. 

The President's Executive Order outUned four broad topic areas for consideration by the Commission: 
coordinated research to increase knowledge about CAM practices and products; 
the provision to health care professionals of rehable and useful information about CAM that can be made 
readily accessible and understandable to the general pubUc; 
guidance for appropriate access to and dehvery of CAM; and 
the education and training of health care practitioners in CAM. 

1. 
2. 

3. 
4. 

Commission Membership 
Twenty Commissioners have been appointed by the President, representing a diverse range of expertise in medical, 
scientific and CAM fields. The Commissioners include the Chair,James S. Gordon, M.D., and George M. Bernier,Jr., 
M.D.; David E. Bresler, Ph.D.; Thomas M. Chappell; Effie Poy Yew Chow, Ph.D.; George T. DeVries, III; William R. 
Fair, M.D.;JosephJ. Fins, M.D.; Veronica Gutierrez, D.C; Wayne B.Jonas, M.D.; Charlotte R. Kerr, R.S.M.; Linnea S. 
Larson, LCSW; Tieraona Low Dog, M.D., A.H.G.; Dean Ornish, M.D.; Joseph E. Pizzorno, Jr., N.D.; Conchita M. Paz, 
M.D.; Buford L. RoUn; Julia Scott; Xiaoining Tian, M.D.; and Donald W. Warren, D.D.S. 

FuU Commission Meetings 
The Commission wUl focus on one or more of the four major topic areas during each of its fuU group meetings. The 
October 5-6- meeting focused on Coordinated CAM Research and December 4-5 on Access and Delivery of CAM 
Services and Products. Meetings in 2001 will focus on Education, Training and Credentiahng for CAM Practices; 
Dissemination of CAM Information to the PubUc; Coverage and Reimbursement; and WeUness and Prevention. 
There may be additional meetings to revisit one or more of these topics. All meetings are open to the public and will 
be held in Wa,shington, D.C. 

Town HaU Meetings 
To maximize the opportunity to receive pubhc input, the Commission is conducting Town HaU Meetings around 
the country, including San Francisco, Seattle, New York City and MinneapoUs. AdditionaUy, the pubhc wUl be 
invited to present comments during Commission meetings held in Washington, D.C. throughout the coming year. 
Written comments may be sent electronically, by fax or maU to the addresses below. More information about the 
Commission is avaUable on its website. 

Contacting WHCCAMP: 
Stephen C. Groft, Pharm.D. 
Executive Director 
OR 
Michele M. Chang, CMT, MPH 
Executive Secretary 

6707 Democracy Boulevard 
Suite 840, MS-5467 
Bethesda, MD 20892 

tel: 301-435-7592 or 1-866-373-1124 
fax: 301-480-1691 
e-maU: WHCCAM P@maU.nih.gov 

WEBSITE: http://whccamp.hhs.gov 



THE WHITE HOUSE 
Office of the Press Secretary 

For Immediate Release March 8, 2000 

EXECUTIVE ORDER 13147 

WHITE HOUSE COMMISSION ON COMPLEMENTARY 
AND ALTERNATIVE MEDICINE POLICY 

By the authority vested in me as President by the Constitution and the laws of the United 
States of America, including the Federal Advisory Committee Act, as amended (5 U.S.C. App.), 
and in order to establish the White House Commission on Complementary and Altemative 
Medicine Policy, it is hereby ordered as follows: 

Section 1. Establishment. There is established in the Department of Health and Human 
Services (Department) the White House Commission on Complementary and Altemative 
Medicine Policy (Commission). The Commission shall be composed of not more than 15 
members appointed by the President from knowledgeable representatives in health care practice 
and complementary and altemative medicine. The President shall designate a Chair from among 
the members of the Commission. The Secretary of Health and Human Services (Secretary) shall 
appoint an Executive Director for the Commission. 

Sec. 2. Functions. The Commission shall provide a report, through the Secretary, to the 
President on legislative and administrative recommendations for assuring that public policy 
maximizes the benefits to Americans of complementary and altemative medicine. The 
recommendations shall address the following: 

(a) the education and training of health care practitioners in complementary and 
altemative medicine; 

(b) coordinated research to increase knowledge about complementary and altemative 
medicine practices and products; 

(c) the provision to health care professionals of reliable and useful infomiation about 
complementary and altemative medicine that can be made readily accessible and 
understandable to the general public; and 

(d) guidance for appropriate access to and delivery of complementary and altemative 
medicine. 



Sec. 3. Administration, (a) To the extent permitted by law, the heads of executive 
departments and agencies shall provide the Commission, upon request, with such information 
and assistance as it may require for the purpose of carrying out its functions. 

(b) Each member of the Commission shall receive compensation at a rate equal to the 
daily equivalent of the annual rate specified for Level IV of the Executive Schedule (5 
U.S.C. 5315) for each day during which the member is engaged in the performance of the 
duties of the Commission. While away from their homes or regular places of business in 
the performance of the duties of the Commission, members shall be allowed travel 
expenses, including per diem in lieu of subsistence, as authorized by law for persons 
serving intermittently in Govemment service (5 U.S.C. 5701-5707). 

(c) The Department shall provide the Commission with funding and with administrative 
services, facilities, staff, and other support services necessary for the performance of the 
Commission's functions. 

(d) In accordance with guidelines issued by the Administrator of General Services, the 
Secretary shall perform the functions of the President under the Federal Advisory 
Committee Act, as amended (5 U.S.C. App.), with respect to the Commission, except that 
of reporting to the Congress. 

(e) The Commission shall terminate 2 years from the date of this order unless extended 
by the President prior to such date. 

WILLIAM J. CLINTON 

THE WHITE HOUSE, 
March 7, 2000. 

# # # 



THE WHITE HOUSE 

Office of the Press Secretary 

For Immediate Release September 15, 2000 

EXECUTIVE ORDER 

AMENDMENT TO EXECUTIVE ORDER 13147, INCREASING THE MEMBERSHIP OF 
THE WHITE HOUSE COMMISSION ON COMPLEMENTARY AND ALTERNATIVE 

MEDICINE POLICY 

By the authority vested in me as President by the Constitution and the laws of the United States 
of America, including the Federal Advisory Committee Act, as amended (5 U.S.C. App.), and in 
order to increase the membership of the White House Commission on Complementary and 
Altemative Medicine Policy from not more than 15 members to up to 20 members, it is hereby 
ordered that the second sentence of section 1 of Executive Order 13147 of May 7,2000, is amended 
by deleting "not more than 15" and inserting "up to 20" in lieu thereof 

WILLIAM J. CLINTON 

THE WHITE HOUSE, 
September 15, 2000. 

# # # 



, , white House Commission on 
Complementary and Alternative 

Medicine Policy 

6707 Democracy Boulevard, Room 840, MSC-5467, Bethesda, Maryland, 20892-5467 
tel: 301-435-7592, fax: 301-480-1691, e-mail:whccamp@mail.nih.gov Website: whccamp.hhs.gov 

COMMISSION ROSTER 
CHAIRPERSON George T. DeVries, 111 
James S. Gordon, M.D. CEO/President 
Director American Specialty Health Plans 
The Center for Mind-Body Medicine 777 Front Street 
2934 Macomb Street, N.W. San Diego, California 92101 
Washington, D.C. 20008 Washington, D.C. 20008 

WUliam R. Fair, M.D. 
COMMISSIONERS Attending Surgeon, Emeritus 
George M. Bernier, Jr., M.D. Memorial Sloan-Kettering Cancer Center 
Vice President for Education, Emeritus 435 LAmbiance Drive, #806 
University of Texas Longboat Key, Florida, 34228 
2424 Sydnos Lane 
Galveston, Texas 77554 Josephj. Fins, M.D., F.A.C.P. 

Associate Professor of Medicine 
David Bresler, Ph.D, LAc, OME, Weill Medical CoUege of CorneU University 
Dipl.Ac. (NCCAOM) Director of Medical Ethics 
Founder and Executive Director New York Presbyterian Hospital-CorneU 
The Bresler Center, Inc. Campus 
30765 Pacific Coast Hwy #355 525 East 68'̂  Street, F-173 
Malibu, California 90265 New York, New York 10021 

Thomas Chappell Veronica Gutierrez, D.C. 
Co-Founder and President Gutierrez FamUy Chiropractic 
Tom's of Maine, Inc. 3704172"'' Street, NE-Suite N 
P.O. Box 710 Arlington, Washington 98223 
Kennebunk, Maine 04043 

Arlington, Washington 98223 

Wayne B.Jonas, M.D. 
Effie Poy Yew Chow, Ph.D., R.N., Department of Family Medicine 

DiplAc (NCCA), Qigong Grandmaster Uniformed Services University of the 
President Health Sciences 
East West Academy of HeaUng Arts F. Edward Hebert School of Medicine 
530 Bush Street, Suite 104-202 4301 Jones Bridge Road 
San Francisco, California 94108 Bethesda, Maryland 20814-4799 
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Senior Medical Advisor 
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Senior Scientific Advisor 
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Writer/Editor 
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Groft, Stephen (NCCAM) 

"••om: Mary Jo Kreitzer [kreit003(gtc.umn.edu] 
nt: Friday, April 27, 2001 3:33 PM 

,o: Groft, Stephen (NCCAM) 
Subject: WHC follow-up/flack 

I appreciate very much your follow-up and the concern you expressed f o r 
post Town Hal l meeting f l a c k . I th i n k that your o f f e r to w r i t e a l e t t e r i s 
a good idea f o r a number of reasons. I suggest that you address the l e t t e r 
to the president: 
President Mark Yudof 
O f f i c e of the President 
100 Church Street SE 
200 M o r r i l l H a l l 
Minneapolis, MN 55455-0110 

I t h i n k that i t would be good to have you cc t h i s to Frank Cerra as wel l as 
the planning committee members which w i l l include Diane. 

Points to make: 

- your o v e r a l l assessment of the success of the Town Hal l meeting -
commissioners feedback etc. 
- you understand t h a t questions have been raised regarding the planning 
process leading up to the event - your desire to c l a r i f y the r o l e t h a t the 
WHC requested me to assume: 

- i n a l e t t e r dated 1/24/01 - I was asked to be the coordinator of the 
Town Hall Meeting and to convene a l o c a l planning committee 

- you were pleased w i t h the broad representation of the planning committee 
- you requested t h a t I be the contact person w i t h the WHC and tha t we NOT 

.ttempt t o have conference c a l l s as had been requested by members of the 
l o c a l planning committee. 

- you are aware that the l o c a l planning committee i d e n t i f i e d relevant 
topics f o r the panels and recommended speakers. As you were personally 
cc'd on numerous e-mails, you are aware of how c o l l a b o r a t i v e the process 
was and the extensive opportunity that the MN Nat HH C o a l i t i o n had f o r 
input. MJK forwarded numerous names tha t the NHCC requested ( true) - and 
i n f a c t - st r o n g l y recommended tha t each panel included both broad 
community representation as we l l as s p e c i f i c representation from the 
NHCC. At no time, d i d I attempt t o obstruct or l i m i t t h e i r p a r t i c i p a t i o n . 
The WHC s t a f f r e t ained f u l l a u t h o r i t y and d i s c r e t i o n i n appointing the 
speakers ... 
- While the WHC s t a f f was i n t e r e s t e d i n the b i l l t h a t was passed l a s t J u ly 
- the l e g i s l a t i o n was i n no way the sole or even primary reason f o r 
convening the meeting i n Minnesota. 
- You might also add tha t I went out of my way to assure t h a t the U of MN 
di d not dominate. Out of 75 speakers, only 7 were a f f i l i a t e d w i t h the 
Academic Health Center. One a d d i t i o n a l f a c u l t y person from the Humphrey 
I n s t i t u t e was requested by the NHCC. Any announcements th a t I sent out 
r e l a t i v e to the event, I avoided using U n i v e r s i t y or Center l e t t e r h e a d so 
as to not give the impression t h a t t h i s was a U of MN event. 
- found me to be both r e s p e c t f u l and i n c l u s i v e . 

I t i s q u i t e amazing th a t t h i s has turned i n t o such a convoluted t a l e . I 
appreciate again your o f f e r of assistance. Use whatever above works f o r 
you. MJ 

Mary Jo Kr e i t z e r PhD, RN 
Direc t o r , Center f o r S p i r i t u a l i t y and Healing 
U n i v e r s i t y of Minnesota 
C593 Mayo Memorial B u i l d i n g 
Mayo Mail Code 505 
420 Delaware Street S.E. 



Minneapolis, MN 55455 

(o) 612-625-3977 
FAX 612-626-5280 
•^cretary: Linda 612-626-5307 



Groft, Stephen (NCCAM) 

rom: Groft, Stephen (NCCAM) 
' nt: Friday, April 27, 2001 4:54 PM 
o: 'Mary Jo Kreitzer' 

Subject: RE: WHC follow-up/flack 

Mary Jo , 

Happy to f o l l o w up w i t h a l e t t e r . I w i l l run a d c r a f t by you f i r s t . 
Thanks f o r the overview. Have a good weekend. 
Steve 

O r i g i n a l Message 
From: Mary Jo K r e i t z e r [mailto:kreit003@tc.umn.edu] 
Sent: Friday, A p r i l 27, 2001 3:33 PM 
To: Groft, Stephen (NCCAM) 
Subject: WHC fo l l o w - u p / f l a c k 

I appreciate very much your follow-up and the concern you expressed f o r 
post Town Ha l l meeting f l a c k . I t h i n k t h a t your o f f e r to w r i t e a l e t t e r i s 
a good idea f o r a number of reasons. I suggest th a t you address the l e t t e r 
to the president: 
President Mark Yudof 
O f f i c e of the President 
100 Church Street SE 
200 M o r r i l l H a l l 
Minneapolis, MN 55455-0110 

th i n k that i t would be good t o have you cc t h i s to Frank Cerra as wel l as 
he planning committee members which w i l l include Diane. 

Points t o make: 

- your o v e r a l l assessment of the success of the Town Hal l meeting -
commissioners feedback etc. 
- you understand t h a t questions have been raised regarding the planning 
process leading up to the event - your desire to c l a r i f y the r o l e t h a t the 
WHC requested me to assume: 

- i n a l e t t e r dated 1/24/01 - I was asked to be the coordinator of the 
Town H a l l Meeting and to convene a l o c a l planning committee 

- you were pleased w i t h the broad representation of the planning committee 
- you requested that I be the contact person w i t h the WHC and tha t we NOT 

attempt to have conference c a l l s as had been requested by members of the 
l o c a l planning committee. 

- you are aware th a t the l o c a l planning committee i d e n t i f i e d relevant 
topics f o r the panels and recommended speakers. As you were personally 
cc'd on numerous e-mails, you are aware of how c o l l a b o r a t i v e the process 
was and the extensive opportunity t h a t the MN Nat HH C o a l i t i o n had f o r 
input. MJK forwarded numerous names tha t the NHCC requested ( true) - and 
i n f a c t - st r o n g l y recommended that each panel included both broad 
community representation as we l l as s p e c i f i c representation from the 
NHCC. At no time, d i d I attempt to obstruct or l i m i t t h e i r p a r t i c i p a t i o n . 
The WHC s t a f f r e t ained f u l l a u t h o r i t y and d i s c r e t i o n i n appointing the 
speakers ... / ^ j j 
- While the WHC s t a f f was i n t e r e s t e d i n the b i l l t h a t was passed l a s t July [7 ^ . l ,.i 
- the legislation was in no way the sole or even primary reason for *^^ )'- ^^'^'^ 
convening the meeting in Minnesota. r^^^t-o^ 
- You might also add tha t I went out of my way to assure that the U of MN 
di d not dominate. Out of 75 speakers, only 7 were a f f i l i a t e d w i t h the 
Academic Health Center. One a d d i t i o n a l f a c u l t y person from the Humphrey 
I n s t i t u t e was requested by the NHCC. Any announcements that I sent out 
r e l a t i v e to the event, I avoided using U n i v e r s i t y or Center l e t t e r h e a d so 
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as to not give the impression t h a t t h i s was a U of MN event. 
- found me to be both r e s p e c t f u l and i n c l u s i v e . 

I t i s qu i t e amazing t h a t t h i s has turned i n t o such a convoluted t a l e . I 
p r e d a t e again your o f f e r of assistance. Use whatever above works f o r 
.u. MJ 

Mary Jo K r e i t z e r PhD, RN 
Dir e c t o r , Center f o r S p i r i t u a l i t y and Healing 
U n i v e r s i t y of Minnesota 
C593 Mayo Memorial B u i l d i n g 
Mayo Mail Code 5 05 
420 Delaware Street S.E. 
Minneapolis, MN 55455 

(o) 612-625-3977 
FAX 612-626-5280 
Secretary: Linda 612-626-5307 



Comments on Notes from discussion of CAM definition at lunch meeting on March 
27'" 

Wayne B. Jonas 

Key issues: 

• Need description of way CAM has traditionally been defined 

See description of previous definitions handed out. Also note below. 
Complementary and altemative medicine (CAM) is defined as a subset of medical and health care practices 
that are not an integral part of conventional (westem) medicine. This relationship occurs for several reasons 
including: 

1. The explanatory model of the practice is not generally accepted and so additional criteria are 
required for "proof, (e.g. homeopathy, prayer). 

2. The origin of the practice is outside of the dominant system (e.g. acupuncture). 
3. The amount of data, or type of data is considered insufficient or otherwise inadequate (e.g. 

herbalism, megavitartun therapy). 
4. The use of the practice is marginalized, in that it is not available within conventional hospitals 

(e.g. relaxation techniques). 
5. The teaching of the practice is marginalized, in that it is not generally taught within medical, 

nursing or graduate schools of the dominant institutions (e.g. nutritional therapy). 
6. The amount of research funding, infrastmcture, and capacity for investigating the practice is 

low. (e.g. cancer, chiropractic). 
7. The practice is not reimbursed by insurance companies and third party payers. 
8. The practice is not readily used, either for feasibility, acceptability, or other reasons (e.g. 

clinical ecology, complex lifestyle programs). 
9. The practice is not regulated or licensed in most states (e.g. naturopathy). 
10. An aspect of the therapy is marginalized through it is studied under other names or 

subdivisions (e.g. antineoplastons, shark cartalige). 

The following illustrates areas that are within or overlap with CAM. 

EXAMPLE AREAS USUALL Y 
CONSIDERED CAM 

EXAMPLE AREAS CONSIDERED CAM WHEN 
EXPLAINED AND APPLIED IN 

UNCONVENTIONAL WAYS 

Chiropractic Medicine 

Acupuncture 

Naturopathy 

Homeopathy 

Ayruvedic Medicine 

Native American Medicine 

Massage 

"Healing" and Therapeutic Touch 

• Mind/body methods 
(when explained with unorthdox theories or used in 
unconventional ways) 

• Diet/lifestyle therapies 
(extreme or unusually diets or unusual uses of diets 
for therapeutic and preventive purposes) 

• Herbal therapies 
(when investigating therapeutic effects of whole 
plants or plant combinations rather than "active 
ingredients" for dmg development) 

• Nutritional supplements 
(when used by CAM practitioners in unorthodox 
ways or in "mega" doses) 



• Spirituality and prayer • Pharmacological therapies 
(when used by CAM practitioners and the public or 
in unorthodox ways) 

The Spectrum of CAM 

CAM involves a broad spectmm that can be divided roughly into three categories based on the degree to 
which the practice is generally accepted and used by conventional medicine in the United States. 

I : Integrating topics - These are research on topics that may be considered conventional but are of interest 
for CAM practices. Examples include the action of popular supplements such as melatonin, DHEA, 
vitamins, minerals and anti-oxidants, dietary therapies and mind-body medicine. 

H: Emerging CAM topics - Emerging CAM topics are those that involve common areas of interest for 
CAM and conventional medicine. Examples include acupuncture and herbalism (phytotherapy) and the use 
of high doses of combination nutritional supplements. 

HI: Frontier topics - Frontier topics are those that challenge our conceptual and paradigmatic assumptions 
about the nature of biological or scientific reality. Examples are homeopathy, prayer and healing practices 
such as therapeutic touch. 

• Spell out hmitations 

Currently the definition revolves around the sociological phenomena of exclusion from dominant medical 
practice, either by availability, training, country or culture of origin, amount of research support, theoretical 
explanation and other factors. This approach results in a wide and diverse range of practices with no single 
theoretical or conceptual basis. 

• Elaborate key words 

The terminology used to describe unconventional medicine is varied and confusing. For the purposes of 
this report we use the term 'complementary and altemative medicine' (CAM) to designate practices that are 
not an integral part of conventional, western medicine. The terms 'conventional' and 'orthodox' are used 
interchangeably. 'Traditional' medicine will be used to refer to indigenous practices that are part of long­
standing native healing systems. Except where noted, no distinction is implied between practices refereed 
to by the terms 'complementary' (when used to supplement conventional medicine), 'alternative' (when 
used instead of conventional medicine), or 'integrating (integral)' (when used in a coordinated fashion with 
conventional medicine) as any one CAM practice may be used in any or all of these ways at different times. 

• Acknowledge fundamental characteristics of CAM systems—e.g., "vitalism" 

While this definition results in a heterogeneous group of systems, theories, interventions, 
and claims, the major systems within CAM share some common characteristics: 

a) Clinically derived - Many of these practices have evolved out of clinical 
experience, from small groups who use the intervention (e.g. neural therapy, 
polarity) to widely used, elaborately detailed systems such as Traditional 
Chinese Medicine. 

b) Systems oriented - CAM systems tend to emphasize a complete or 
combination systems approach that includes multiple simultaneous 



interventions with individualization, or variation of those interventions during 
the course of treatment. They often assume that the entire system is required 
as a package independent of the isolated effects of its individual components 
(e.g. whole plant extracts). 

c) Healing processes - CAM systems tend to emphasize the stimulation or 
support of natural healing processes and seek to enhance those processes in 
order to accelerate the natural course of recovery, rather than cure or the 
elimination of the disease, (e.g. nutritional & diet therapy for rheumatic 
diseases rather than immunosuppressants.) 

d) Self Care - CAM practices tend to rely on low technology, often emphasizing 
procedures delivered in the context of the continuity of care. They tend to 
emphasize communication and interventions that incorporate quality of life, 
patient preferences and patient satisfaction into the therapeutic and diagnostic 
decision making processes. They emphasize a partnership approach looking 
at optoins and responsibility for self 

• Definition needs to include concept of "healing" 

See above 

• Scope of CAM depends on where one is: "inside" versus "outside" 

See above on limitations and list of previous definitions. 

• Definition that Commission uses must be focused on the outcomes of the report. 

Refer to mission statement section. 

Commissions Responsibility: 

• To facilitate integration of CAM therapies where evidence dictates 

• To establish a process for integration/dialogue/cooperation 

• State explicitly that integration is a process 

Points of Consensus: 

Commission should not get bogged down in trying to define CAM, but rather 
should focus on its mission with attention to the legislative language in the 
Executive Order. 

The Commission needs to develop a strategy and overall philosophy for the report 

The focus of the report needs to be integrative and catholic (i.e., broad-minded) 



Next Steps: 

Wayne Jonas will meet with the Commission staff to develop language on the 
Commission's criteria for the scope of the report and to work out a process for 
developing a mission statement. The Commission staff will put aside some time during 
the next Commission meeting (in May) to work on the mission statement. 

Guidelines for Setting Priorities in by the Commission 

/• Identifying priority areas: The practice: 
• is extensively used by the public or CAM and traditional practitioners; 
• is not an integral part of conventional practice already; 
• has at least some reasonable supportive data behind it; 
• may have an desired theoretical rationale or perspective on healing. 

//. Addresses important health care needs: The condition for which it is used produces a 
high burden such as: 
• prevalence: the number of people with a particular problem; 
• mortality: the number of deaths caused by a disease; 
• morbidity: the degree of disability and suffering produced by a disease 
• loss of productive years: the degree to which a disease cuts short a normal, 

productive, comfortable lifetime; 
• costs: the economic and social costs of a disease, and 
• urgency: the need to find solutions rapidly. 
• Or it affects wellness and so mitigates the tendency to dis-ease in general 

///. Provides the top target CAM benefits: The practice may contribute to: 
• prevention, treatment or improved management of chronic disease; 
• improving quality of life (increased wellness, reduced symptoms or side effects); 
• reduction of health care costs; 
• providing a new understanding of healing and disease mechanisms. 
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White House Commission on Complementary and 
Alternative Medicine Policy 

Meeting Site: Academy for Educational Development 
1825 Connecticut Avenue, N.W., Academy Hall, 8'̂  Floor 
Washington, DC 

May 14-15,2001 

AGENDA I 

7:30 a.m. Registration opens 

Meeting Topic I . Complementary and Alternative Medicine: Understanding Coverage 
and Reimbursement 

8:15 a.m. Opening Remarks and Introductions 

• Dr. Stephen C. Groft, Pharm. D., Executive Director 
White House Commission on Complementary and Alternative Medicine Policy 

• Dr. .James S. Gordon, M.D., Chair 
White House Commission on Complementary and Alternative Medicine Policy 

8:30 a.m. Panel Session I : Overview of Health Care Financing in the United States 

1. Michael O 'Grady Ph. D. 
Project Hope, Center for Health Affairs 

9:25 a.m. 

• Discussion 

Panel Session I I : Federal Purchasers 

2. John Whyte, M.D. 
Health Care Financing Administration 

3. Abby Block, M.A.. M.S. W., M.B.A. 
U.S.Office of Personnel Management 

• Discussion 
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- 3D miMxAcs 

11:00 a.m. Panel Session I I I : State and National Perspectives 

4. Joy Johnson Wilson 
National Conference of Slate Legislatures 



5. Merilyn Francis, R.N., M.P.P. 
American Association of Health Plans 

6. Alan Korn, M.D. 
Blue Cross Blue Shield Association 

• Discussion 

1:00 p.m. Panel Session IV: Employer Perspectives 

7. Tom Sawyer 
William M. Mercer, Inc. 

8. Kathleen King 
Washington Business Group on Health 

9. Judith MacPherson 
CACI International Inc 

• Discussion 

2:10 p.m. Panel Session V: Health Plan Perspectives 

10. Rick Gallion 
Blue Cross Blue Shield of South Carolina 

11. .John Kelly M.D. 
Aetna/U.S. Healthcare 

12. John Weeks 
The Integrator 

• Discussion 

3:25 p.m. Panel Session VI: Special Populations: Minorities, Uninsured, Underinsured 

13. Nathan Stinson, M. D., Ph. D., M. P. H. 
Office for Minority Health, DHHS 

14. Doriane Miller, M.D. 
Robert Wood Johnson Foundation 

15. Daniel Hawkins 

National Association of Community Health Centers 

• Discussion 

4:15 p.m. Breakout Groups: Access and Delivery* 
* (Review of December 4-5, 2000 Meeting Discussion) 



5:15 p.m. Group Reports and Discussion 

7:30 a.m. Registration Opens 

Meeting Topic I. Complementary and Alternative Medicine: Understanding Coverage 
and Reimbursement (continued) 

8:00 a.m. Opening Remarks 

• Dr. Stephen C. Groft, Pharm.D., Executive Director 
White House Commission on Complementary and Alternative Medicine Policy 

• Dr. James S. Gordon, M.D., Chair 
White House Commission on Complementary and Alternative Medicine Policy 

8:05 a.m. Panel Session VII: Issues and Ideas 

16. Melinna Gianninni fVl i/\ 
Alternative Link, Inc. 

17. Linda Bedell-Logan \, 0) \fV\. 'i ̂  
Solutions in Integrative Medicme 

18. Wayne Sickles, M.T.S, M.DIV. \0 /VV'^ 
Massage Therapist 

• Discussion 
ZO mi ^ 

C o S S UX) \9. Max Heirich, Ph.D. I 6 " m > ^ . 
- L» \ 1 1 University of Michigan 

• Discussion 

9:25 - 10:50 a.m. Br^cr^Breakou^ Small Group Discussion (CAM Reimbursement) 

10:50 a.m. Group Reports and Discussion 



White House Commission on Complementary and 
Alternative Medicine Policy 

Meeting Site: Academy for Educational Development 
1825 Connecticut Avenue, N.W., Academy Hall, 8* Floor 
Washington, DC 

May 14-15,2001 

AGENDA I 
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7:30 a.m. Registration opens 

Meeting Topic I . Complementary and Alternative Medicine: Understanding Coverage 
and Reimbursement 

8:15 a.m. Opening Remarks and Introductions 

• Dr. Stephen C. Groft, Pharm.D., Executive Director 
White House Commission on Complementary and Alternative Medicine Policy 

• Dr. James S. Gordon, M.D., Chair 

White House Commission on Complementary and Alternative Medicine Policy 

8:30 a.m. Panel Session I : Overview of Health Care Financing in the United States 

1. Michael O 'Grady, Ph. D. 

Project Hope, Center for Health Affairs 

• Discussion 

9:25 a.m. Panel Session I I : Federal Purchasers 2. John Whyte, M.D. 
Health Care Financing Administration 

3. Abby Block, M.A., M.S W., M.B.A. 
U.S. Office of Personnel Manageinent 

• Discussion 
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1:00 a.m. Panel Session I I I : State and National Perspectives 

4. Joy Johnson Wilson 
National Conference of State Legislatures 



5. Merilyn Francis, R.N., M.P.P. 
American Association of Health Plans 

6. Alan Korn, M.D. 
Blue Cross Blue Shield Association 

• Discussion 

1:00 p.m. Panel Session IV: Employer Perspectives 

7. Tom Sawyer 
William M. Mercer, Inc. 

8. Kathleen King 
Washington Business Group on Health 

9. Judith MacPherson 
CACI International Inc 

• Discussion 

2:10 p.m. Panel Session V: Health Plan Perspectives 

10. Rick Gallion 
Blue Cross Blue Shield of South Carolina 

11. John Kelly M.D. 
Aetna/U.S. Healthcare 

12. John Weeks 
The Integrator 

• Discussion 

3:25 p.m. Panel Session VI: Special Populations: Minorities, Uninsured, Underinsured 

13. Nathan Stinson, M. D., Ph. D., M. P. H. 
Office for Minority Health, DHHS 

14. Doriane Miller, M.D. 
Robert Wood .Johnson Foundation 

15. Daniel Hawkins 

National Association of Coinmunity Health Centers 

• Discussion 

4:15 p.m. Breakout Groups: Access and Delivery* 
* (Review of December 4-5, 2000 Meeting Discussion) 



5:15 p.m. Group Reports and Discussion 
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7:30 a.m. Registration Opens 

Meeting Topic I. Complementary and Alternative Medicine: Understanding Coverage 
and Reimbursement (continued) 

8:00 a.m. Opening Remarks 

• Dr. Stephen C. Groft, Pharm.D., Executive Director 
White House Commission on Complementary and Alternative Medicine Policy 

• Dr. James S. Gordon, M.D., Chair 
White House Commission on Complementary and Alternative Medicine Policy 

8:05 a.m. Panel Session VII: Issues and Ideas 

16. Melinna Gianninni 
Alternative Link, Inc. 

17. Linda Bedell-Logan 
Solutions in Integrative Medicine 

18. Wayne Sickles, M.T.S, M.DIV. 
Massage Therapist 

• Discussion 

19. Max Heirich, Ph.D. 
University of Michigan 

• Discussion 

9:25 - 10:50 a.m. Break/Breakout: Small Group Discussion (CAM Reimbursement) 

10:50 a.m. Group Reports and Discussion 



White House Commission on Complementary and 
Alternative Medicine Policy 

Meeting Site: Academy for Educational Development 
1825 Connecticut Avenue, N.W., Academy Hall, 8'̂  Floor 
Washington, DC 

May 15-16, 2001 

AGENDA I I 

Meeting Topic I I . Complementary and Alternative Medicine: Research Challenges 

12:30 p.m. Opening Remarks 

• Dr. James S. Gordon, M.D., Chair 
White House Commission on Complementary and Alternative Medicine Policy 

12:40 p.m. Panel Session I : Overview of CAM Research Challenges 

20. David Eisenberg, M.D. 
Harvard University 

• Discussion 

1:25 p.m. Panel Session I I : Foundation Support for CAM Research 

21. M. Bridget Duffy, M.D. 
Medtronic Foundation 

22. Doriane C. Miller, M.D. 
Robert Wood Johnson Foundation 

23. Susan Braun 
Susan G. Komen Breast Cancer Foundation 

24. Ronald Chez, M.D. 
Sainueli Institute for Information Biology 

• Discussion 

2:50 p.m. Panel Session I I I : Approaches to Evaluating Research Literature 

2 5. Donald A. L indberg, M. D. 
National Library of Medicine, NIH 



26. Douglas B. Kamerow, M.D., M.P.H. 
Agency for Healthcare Research and Quality 

27. Brian Berman, M.D. 
University of Maryland 

• Discussion 

4:10 p.m. Panel Session IV: Concerns about CAM and CAM Research 

28. William M. London, EdD., M.P.H. 
National Council Against Healthcare Fraud 

29. Simeon Margolis, M.D., Ph.D. 
Johns Hopkins University 

30. Arthur P. Grollinan, M.D. 
State University of New York at Stonybrook 

• Discussion 

?5:30rp.m. - 4 t 

7:30 a.m. Registration Opens 

Meeting Topic II . Complementary and Alternative Medicine: Research Challenges (continued) 

8:00 a.m. Panel Session V: Research Methodology 

31. John A. Chabot, M.D. 
Columbia University 

32. Mar cia Angel I, M.D. 
Editor-in-Chief Emeritus, New England Journal of Medicine 

33. Jennifer Jacobs, M.D., M.P.H. 
Ainerican Institute of Homeopaihy 

34. B. Alex White, D.D.S, Dr.P.H. 
Kaiser Permanente Center for Health Research 

35. Bruce Rabin, M.D., Ph.D. 
University of Pittsburgh 

• Discussion 



9:25 a.m. Panel Session VI: Training of Conventional and CAM Investigators 

36. Nancy Pearson, Ph.D. 
National Center for Complementary and Alternative Medicine, NIH 

37. Neal West, Ph.D. 
National Center for Complementary and Alternative Medicine, NIH 

38. Robert H. Blanks, Ph.D. 
University of California at Irvine 

39. Russell Phillips, M.D. 
Harvard University 

40. Richard Hammerschlag, Ph.D. 
Oregon College of Oriental Medicine 

• Discussion 
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10:50 a.m. Panel Session VII: Publication of Peer-Reviewed CAM Research Results 

41. Edward W. Campion, M. D. 
New England Journal of Medicine 

42. Jackie C. Wootton, M.Ed. 
Journal of Alternaiive and Complementary Medicine 

43. Phil B. Fontanarosa, M.D. 
Journal of the American Medical Association 

44. David Riley, M.D. 
Alternative Therapies in Healih and Medicine 

45. Christine Laine, M.D., M.P.H. 
Annals of Internal Medicine 

46. ArnoldRelman, M.D. 
Editor-in-Chief Emeritus, New England Journal of Medicine 

• Discussion 

1:30 p.m. Breakout: Small Group Discussion (CAM Research Challenges) 

2:50 p.m. Group Reports and Discussion/Adjourn Meeting Topic II 

jî OCSpfihi 



4:15 p.m. Public Comment Session: 3-Minute Oral Statements 

47. James Sensenig, American Association of Naturopathic Physicians 
48. Candace Campbell, American Preventive Medical Association 
49. Diane Davis Cole, University of Virginia Cancer Center 
50. Katherine Jane Gorton, American Dietetic Association 
51. Audrey Di Maria, Art Therapy Credential Board 
52. Judy Simpson, American Music Therapy Association 

• Discussion 

53. Richard Goldberg, Private Practice 
54. Nancy Kristine Haller, Feldenkrais Guild of North America 
55. Julie Merrill, American Association of Oriental Medicine 
56. Su Liang Ku, Florida Institute for Traditional Chinese Medicine 
57. Sharon Stevenson, National Center for Homeopathy 

• Discussion 

58. Matt Ward Russell, National Integrative Medicine Council 
59. Carolyn Jones Sabatini, Pharmavite Corporation 
60. Christina Walker, The Shenk Human Energetic Institute 
61. Alan Dumoff, Private Practice 

• Discussion 
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White House Commission on Complementary and 
Alternative Medicine Policy 

Meeting Site: Academy for Educational Development 
1825 Connecticut Avenue, N.W., Academy Hall, 8*̂^ Floor 
Washington, DC 

May 14-15, 2001 

AGENDA I 

7:30 a.m. Registration opens 

Meeting Topic I . Complementary and Alternative Medicine: Understanding Coverage 
and Reimbursement 

8:15 a.m. Opening Remarks and Introductions 

• Dr. Stephen C. Groft, Pharm.D., Executive Director 
Wliile House Commission on Complementary and Alternaiive Medicine Policy 

• Dr. James S. Gordon, M.D., Chair 

Wliile House Commission on Complementary and Alternative Medicine Policy 

8:30 a.m. Panel Session I : Overview of Health Care Financing in the United States 

1. Michael O 'Grady Ph.D. 

Project Hope, Center for Health Affairs 

• Discussion 

9:25 a.m. Panel Session I I : Federal Purchasers 
2. John Whyte. M.D. 

Healih Care Financing Administration 

3. Abby Block, M.A., M.S W., M.B.A. 
U.S. Office of Personnel Manageinent 

• Discussion 
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11:00 a.m. Panel Session I I I : State and National Perspectives 

4. Joy Johnson Wilson 
National Conference of Stale Legislatures 



5. Merilyn Francis, R.N., M.P.P. 
American Association of Healih Plans 

6. Alan Korn, M.D. 
Blue Cross Blue Shield Association 

• Discussion 

1:00 p.m. Panel Session IV: Employer Perspectives 

7. Tom Sawyer 
William M. Mercer, Inc. 

8. Kathleen King 
Washington Business Group on Health 

9. Judith MacPherson 
CACI International Inc 

• Discussion 

2:10 p.m. Panel Session V: Health Plan Perspectives 

10. Rick Gallion 
Blue Cross Blue Shield of South Carolina 

11. John Kelly, M.D. 
Aetna/US. Healthcare 

12. John Weeks 
The Integrator 

• Discussion 

3:25 p.m. Panel Session VI: Special Populations: Minorities, Uninsured, Underinsured 

13. Nathan Stinson, M.D., Ph.D., M.P.H. 
Office for Minority Health, DHHS 

14. Doriane. Miller, M.D. 
Robert Wood Johnson Foundation 

15. Daniel Hawkins 
National Association of Community Healih Centers 

• Discussion 

4:15 p.m. Breakout Croups: Access and Delivery* 
* (Review of December 4-5, 2000 Meeting Discussion) 



5:15 p.m. Group Reports and Discussion 
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7:30 a.m. Registration Opens 

Meeting Topic I . Complementary and Alternative Medicine: Understanding Coverage 
and Reimbursement (continued) 

8:00 a.m. Opening Remarks 

• Dr. Stephen C. Groft, Pharm.D., Execuiive Director 
While House Coinmission on Complementary and Alternative Medicine Policy 

• Dr. James S. Gordon, M.D., Chair 
White House Commission on Complementaiy and Alternative Medicine Policy 

8:05 a.m. Panel Session V I I : Issues and Ideas 

16. Melinna Gianninni 
Alternative Link, Inc. 

17. Linda Bedell-Logan 
Solutions in Integrative Medicine 

18. Wayne Sickles, M. T. S., M. DIV. 
Massage Therapist 

• Discussion 

19. Max Heirich, Ph.D. 
Universily of Michigan 

• Discussion 

Break/Breakout: Small Group Discussion (CAM Reimbursement) 

Group Reports and Discussion 

9:25 - 10:50 a.m. 

10:50 a.m. 
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CAM: Research Challenges 

May 14-16,2001 

Academy for Educational Development, Washington, DC 

SPEAKER ROSTER 

Marcia Angell, M.D. 
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Department of Social Medicine 
Harvard Medical School 
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Boston, MA 02115 
Telephone: (617) 576-6934 
Fax: (617) 576-7926 

Linda Bedell-Logan 
President and CEO 
Solutions in Integrative Medicine 
P.O. Box 207 
Saco, ME 04072 
Telephone: (207) 282-5110 
Fax:(207) 286-1866 
E-mail: mbcm@gwi.net 

Brian Berman, M.D. 
Professor of Family Medicine 
Director of Complementary Medicine Program 
University of Maryland School of Medicine 
2200 Keman Drive 
James L. Keman Mansion 
Baltimore, MD 21207 
Telephone: (410) 448-6871 
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E-mail: 
bberman@compmed.ummc.umaryland.edu 

Robert Blanks, Ph.D. 
Professor, Anatomy and Neurobiology 
University of Califomia Irvine 
College of Medicine 
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Telephone: (949) 824-7991 
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161 Fort Washington Avenue Services Research 
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Boston, MA 02215 State University of New York at Stony Brook 
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The Logic of Health 
Insurance 

Michael J . O'Grady, Ph.D. 
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R o l e of I n s u r a n c e 

- Replace an unpredictable and potentially 
catastrophic cost with a predictable, 
manageable cost 

° Health Insurance Is really a hybrid of 
classic insurance and annual budgeting of 
health expenses 

Common Forms of 
Health Insurance 

'• Traditional Fee-for-Servlce (FFS) 

Health Maintenance Organizations (HMO's) 

Preferred Provider Organizations (PPO's) 

• Point-of-Service (POS) plans 



Traditional Fee-for-Service 

Limited or no management by insurer 
• Payment per procedure 

The more procedures you do the more 
money you make 
Limited incentive for cost efficiency 
Insurance company holds the financial 
risk 

Health Maintenance 
Organizations (HMO's) 

Capitated payment 
' HMO holds the financial risk 

Strong incentives for cost efficiency 
Quality? 

Incentives to use more cost efficient 
alternatives to physicians and 
hospitalization 

Preferred Provider 
Organizations (PPO's) 

: FFS's response to HMO's and premium 
pressures 

•̂ In-network and out-of-network design 
Subscribers enjoy reduced cost sharing 
for using in-network providers 
Providers offer discounts to join network 
Turns oversupply to Insurer's advantage 



Point-of-Service (POS) 
plans 

• HMO's response to complaints of limited 
provider choice 

• In-network and out-of-network design, 
but referral required 
Closes gap with PPO's in continuum of 
management 

Tradeoffs in Cho ice of Provider 
and Out-of-Pocket C o s t s 
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• C h o i c e o f p r o v i d e r / O u t - o f - p o c k e t c o s t 

Coverage Logic 

. If covering a new benefit Increases costs: 

: Is there enough clear advantage to the 
subscriber that they will except the extra 
cost? '~ 

iExample, prescription drug coverage 



Coverage Logic (con't) 

If covering a new benefit is cost neutral: 

Insurer can remain agnostic as long as 
protected from unpredictable expense 

Treatment for specific, limited conditions 
•Capitated payments (someone else holds risk) 
More value, same cost (e.g., home health) 

Coverage Logic (con't) 

• If covering a new benefit decreases costs: 

• Win-win - adds value, reduces premium 
growth 
Improves insurers competitive position 

Final Points 

Not that productive to blame insurers for 
responding rationally to Incentives. 

Final decisions are in the hands of the 
entity that holds the financial risk 

'Employers/government (traditional) 
HMO's (capitated) 





general and family practitioners and other office-based specialties. 



Methods, Issues, and Results in Evaluation and Research 

^ICurrent Trends in the Integration and 
Reimbursement of Complementary and Alternative 
Medicine by Managed Care, Insurance Carriers, 
and Hospital Providers 
Kenneth R. Pelletier, Ariane Marie, Melissa Krasner, William L. Haskell 

Abstract 

Objectives. To assess the status of managed care and insurance coverage of complemen­
tary and altemative medicine (CAM) and the integration of such services offered by hospi­
tals. 

Methods. A literature review and information search was conducted to determine which 
insurers had special policies for CAM and which hospitals were offering CAM. Telephone 
interviews were conducted with a definitive sample of 18 insurers and a representative 
subsample of seven hospitals. 

Results. A majonty of the insurers interviewed offered some coverage for the following: 
nutrition counseling biofeedback, psychotherapy, acupuncture, preventive medicine, chiro­
practic, osteopathy, and physical therapy. Twelve insurers said that market demand was 
their primary motivation for covering CAM. Factors determining whether insurers would 
offer coverage for additional therapies included potential cost-effectiveness based on con­
sumer interest, demonstrable clinical efficacy, and state mandates. Some hospitals are also 
responding to consumer interest in CAM, although hospitals can only offer CAM therapies 
for which local, licensed practitioners are available. Among the most common obstacles list­
ed to incorporating CAM into mainstream health care were lack of research on efficacy, 
economics, ignorance about CAM, provider competition and division, and lack of stan­
dards of practice. 

Conclusions. Consumer demand for CAM is motivating more insurers and hospitals to 
assess the benefits of incorporating CAM. Outcomes studies for both allopathic and CAM 
therapies are needed to help create a healih care system based upon treatments that work, 
whether they are mainstream, complementary,. or altemative. (Am J Health Promot 1997-
12[2]:112-123.) 

Key Words: Managed Care, Insurance, Hospital, Reimbursement, Complemen­
tary Medicine, Alternative Medicine, Providers, Disease Management, Heakh 
Promotion 
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INTRODUCTION 

Complementary and alternative 
medicine (CAM) can be defined as 
"medical interventions not taught 
widely at U.S. medical schools or 
generally available at U.S. hospitals."' 
The most commonly used practices 
are consumption of vitamins and 
health foods, herbal therapy, chiro­
practic, relaxation techniques, mas­
sage, and acupuncture.'-' In 1990, 
approximately one in three persons 
in the U.S. adult population used 
CAM, and the estimated number of 
visits to CAM providers was greater 
than the number of visits to all pri­
mary care medical doctors in that 
year.' Five surveys conducted since 
1990 report frequent use of CAM, 
ranging from 30'^ to 7 3 % ^ by pa­
tients suffering from conditions such 
as cancer, arthritis, acquired immu­
nodeficiency syndrome, multiple scle­
rosis, and acute back pain. 

Use of CAM does not significantly 
vary by gender or insurance status, 
but use is more frequent for highly 
educated, high income, nonblack 
Americans who live in the western 
U.S.' Likewise, use of vitamin supple­
ments is most common by those liv­
ing in the western U.S. with a college 
degree and an income of $50,000 or 
more.'' Major users of CAM are ei­
ther between the ages of 25 and 49 
years or over 65.'•''^ Data indicate 
that the current market for CAM is 
being created by middle-aged and 
older individuals, who are investing 
to improve their health, and by indi-
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viduals suffering from chronic illness­
es and diseases that are not ade­
quately u-eated by conventionaf medi­
cine. 

Demand for CAM by the general 
public is increasing, despite the fact 
that its use is largely paid for by con­
sumers "out.of pocket" viaihout cov­
erage or reimbursement by third-
party payors. In 1990, Americans 
spent an estimated $11.7 billion for 
visits to CAM providers and an addi­
tional $2 billion for commercial diet 
supplements and over-the-counter 
megavitamins.' In 1991, the market 
for herbal therapy was $1.3 billion 
and growing at a rate of approxi­
mately ,20% per year' In 1990, sales 
of homeopathic medicine reached 
$150 million in the U.S., which was a 
50% increase in sales from 1988.̂  
Businesses that offer CAM are capi­
talizing quite successfully on consum­
er interest. Whether this commercial­
ization of CAM is good or bad has 
not been established and is.highly 
debated, but ultimately will depend 
upon the results of clinical and cost 
outcomes research. 

There are eight frequently cited 
reasons for the recent increased con­
sumer use of CAM: 

(1) consumer dissatisfaction with the 
limitations of convenUonal medi­
cine,'-^ 

(2) consumer perception that the 
Western model of medicine 
treats patients as if they were me­
chanical processes rather tlian 
human beings with psychological 
and spiritual lives,^ '" 

(3) a greater awareness of medical 
practices from other cultures' '^ 

(4) a growing body of scientific liter­
ature suggesting that diseases are 
linked to nutritional, emotional, 
and lifestyle factors,'" 

(5) a desire for and expectation of 
wellness by baby boomers,' 

(6) consumer desire, especially in 
seniors, to take fewer medica­
tions and decrease side effects'^ 

(7) consumer desire to reduce per­
sonal health care spending, es­
pecially seniors," and 

(8) support of nationally renowned 
clinicians.''^ 

Evolving CAM coverage is occur­

ring within the context of broader 
changes in the delivery of health 
care in the United States, and inter­
nationally throughout industrialized 
nations, particularly in Germany, 
France, the U.K., the Netherlands, 
and throughout Asia. Some charac­
teristics of this health care reform in­
clude a demand for decreased costs 
and improved clinical outcomes, in­
creased enrollment of patients and 
physicians in managed care organiza­
tions, development of clinical prac­
tice guidelines and clinician quality 
reviews, a move to capitated man­
aged care, an emphasis on preventive 
care, intensified competition among 
third-party insurers, and a national 
debate over how to provide continui­
ty of care and insurance coverage for 
everyone.'^ ''̂  Among the things driv­
ing health care delivery reform are 
rising meclical care costs and the ag­
ing of America's population, of 
which the latter also impacts health 
care costs since seniors are the larg­
est utilizers of medical treat-
ments." '2 's This may result in a 
need for less expensive health care, 
including the appropriate use of 
CAM, although there are absolutely 
no data to support the frequently cit­
ed claim. 

Advocates of CAM suggest that 
some CAM therapies could play a sig­
nificant role in preventing diseases 
and helping contain medical care 
costs. For example, a recent study 
demonstrated that cardiovascular dis­
ease could be reduced through a 
combination of a low-fat vegetarian 
diet, exercise, and stress manage­
ment. As a result, several insurers are 
funding the Ornish nutrition-based 
program, including Mutual of Oma­
ha, American Medical Securiues, 
Blue Shield of California, and Princi­
pal Mutual.'* Complementary and al­
ternative medicine therapists may 
also help improve the quality of 
health care through their holistic up-
proach, which may allow patients to 
feel more in control of their health 
and more satisfied with their medical 
care,'" which in turn may help to de­
crease unnecessary office \'isits due 
to anxiety or miscommunications be­
tween physician and patient.^" 

Researchers at the Stanford Uni­
versity School of Medicine conducted 

a comprehensive database search, a 
literature review, and a definidve sur­
vey of 18 insurance companies and a 
representative subsample of seven 
hospitals in order to determine the 
ciu-rent insurance coverage for CAM 
therapies and the profile of these be­
ing provided as a clinical service by 
hospitals. The main objecdve of this 
project was to review the status of re­
imbursement for CAM, as well as the 
integrauon of such services offered 
by hospitals. Results of this pilot sur­
vey are presented in two sections re-
flecdng the main categories of the 
survey: insurers and hospitals. In 
each section, a brief literature review 
is presented as both theTesearch 
background for determining the in­
terview questions and as a context 
for the responses. This review is fol­
lowed by the specific quesuons and 
responses (reported as group data 
only, since the survey participants re­
quested that the research not link 
their names to specific outcomes). 
The results section concludes with a 
summary section on the obstacles to 
integraung CAM into mainstr.eam 
health care. Finally, the discussion 
secuon describes the overall findings, 
conclusions, and next stage for re­
search. 

METHODS 

Literature Review and Infonnation 
Search 

A comprehensive review of exist­
ing literature on the insurance cover­
age of CAM was initiated in January 
1996. Literature searches were under­
taken in several databases, including 
ABI, BIOSIS, ERIC, LEXIS/NEXIS, 
MAGS, MEDLINE, PAIS, PSYC, 
SOCA, and the Internet. In addition 
to the literature review, the research­
ers received information from ex­
perts on CAM and the health care 
industry via: (1) an electronic mail 
request for information sent to mem­
bers of an alternafive medicine 
Health Online course; (2) an elec­
tronic mail request for information 
sent to directors of the 10 research 
centers established by the Office of 
Alternafive Medicine (OAM), Nation­
al Institutes of Health; (3) literature 
sent by the OAM centers; and (4) 
consultauon with experts at the Stan-
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ford University School of Medicine, 
'Stanford Health Systems (SHS), Stan-

d Graduate School of Business,' 
id the Arizona Center for Heidth 

and Medicine of Catholic Healthcare 
West in Phoenix, Arizona. 

Most importandy, this rapidly 
evolving area of CAM necessitates a 
suitable qualitative methodology 
since it is an emerging area of in­
quiry where litde scientific study has 
been done. Complementary and al­
ternafive medicine pracfices and ac­
ceptance vary tremendously from 
one locafion to another. Terminology 
is not consistent among pracfifioners, 
sponsors, or consumers. Actual prac­
fices may^Jiave been masked by the 
apparendy common pracuce of mis­
using Current Procedure Terminolo­
gy (CPT) codes for services so that 
the services will qualify for payments 
by insurers. This is the kind of com­
plicated, emerging phenomenon that 
is best studied by using purposive se­
lecfion of case studies or case insutu-
fions v^th well-designed, semistruc-
tured, and open-ended interviews. A 
random"sampling is inherendy inaf>-
oropriate and the research team 

entified a definifive nafional sam-
e as of December 1996 offering 

CAM therapies by managed care/in­
surance providers. As a result, the 
managed care/insurance carrier sam­
ple is a definifive case sample subject 
to qualitafive methods. Hospital in­
terviews were more limited and only 
those seven hospitals offering the 
broadest array of CAM therapies 
were selected for a more limited 
qualitafive analysis. 

This database search, literature re­
view, and informafion search copld 
not be exhausfive because the mar­
ket in the area of CAM is changing 
so quickly. In addifion, some relevant 
informafion was not available to us 
due to cost, such as a book fided Self-
treatment in Managed Care: HMO In­
volvement in OTC and Altemative Ther­
apies, which is sold for $3000 by Deci­
sion Resources of Boston, Massachu­
setts, as well as a newsletter fided 
Business Report on Alternative and Com­
plementary Medicine marketed by St. 
Anthony's Publishing (J. Elkis, un­
published data). Nonetheless, the 

impleteness of the informafion 
arch is suggested by the fact that 

the researchers began to receive re­
ferrals to the same insurers or hospi­
tals that were already idenfified earli­
er in our search. 

Sample 
Based upon our literature review 

and informafion search, the research 
team idenfified insurers that had or 
were developing policies to cover 
CAM. Telephone surveys were con­
ducted of those companies between 
April and October 1996. The compa­
nies interviewed were: Alliance for 
Alternafives in Healthcare Inc. (Al­
ternafive Plan), American Medical 
Securifies, American Western Life In­
surance (Wellness Plan), Blue Cross 
of Washington and Alaska, Kaiser of 
Northern California, King County 
Medical Blue Shield in Washington, 
Mutual of Omaha, and Oxford 
Health Plans, Researchers also inter­
viewed The Alternare Group, which 
was contracted by one of the above 
insurers to facilitate the development 
of their policies for CAM coverage. 

In addifion, researchers added in­
surance or managed care companies 
that did not have proacfive policies 
to cover CAM, but were of interest 
because they represent major nafion­
al managed care and insurance pro­
viders. After idenfifying large nafion­
al carriers, the following companies 
were idenfified and interviewed 
based upon the informafion search 
and their large adverfisements in the 
yellow pages of a Santa Clara County, 
California, telephone directory: Aet­
na, Blue Cross of California, Blue 
Shield of California, CIGNA, Founda­
fion Health Corporafion, Health-
Source Provident Administrators, 
Medicare, NYLCare, Principal Mutual 
Life Insurance, and Prudenfial. 

Also, the research team conducted 
interviews with representafives of hos­
pitals associated with CAM centers. 
We were interested in understanding 
why these hospitals were offering 
CAM therapies and how they chose 
those parficular therapies. Based 
upon the literature review and infor­
mafion search, die researchers idenfi­
fied hospitals that have incorporated 
several modalifies of CAM. Our re­
spondent hospitals are the American 
Holisfic Center in Chicago, Ancilla 
System's Healing Art Center, North 

Hawaii Community Hospital, Center 
for HealUi and Well-Being at St. 
Luke's Hospital, Center for Comple­
mentary Medicine and Pain Manage­
ment at St. Vincent's Hospital, The 
Franciscan Wholisfic Health Center 
in Cincinnafi, and the University of 
Miami Courtelis Center. We did not 
interview hospitals that offer three or 
fewer CAM therapies. Therefore, the 
sample universe of hospitals is small, 
since there are few hospitals that 
have chosen to incorporate several 
CAM therapies. 

Interviews 
Research team members informed 

the potenfial respondents of the sur­
vey that this is a study by researchers 
at the Complementary and Alterna­
five Medicine Program at Stanford 
(CAMPS) that was designed to assess 
the status of and reimbursement for 
CAM. Interviews were conducted by 
two Stanford researchers by tele­
phone, with follow-up calls to clarify 
specific points. All parficipants also 
sent actual copies of their policies 
and materials, which are on file in 
die CAMPS office. We asked about 
34 specific therapies from the OAM 
classificafion of alternafive medical 
pracfices. Interview quesfions were 
both structured for baseline informa­
fion and open ended in order to al­
low parficipants to express their be­
liefs and experiences without the 
constraints imposed by closed ques­
fions. 

RESULTS 

Literature Review of Managed Care/ 
Insurance Providers and C A M 

Managed care providers and insur­
ers want to know whether a parficu­
lar therapy is clinically efficacious, 
preferably with few complicafions or 
side effects. Complementary and al­
ternafive medicine may be helpful 
for chronic illnesses, such as back 
pain, with the potenfial to be less 
cosdy and have fewer side effects 
than pharmaceuficals or surgery. 
Studies also suggest that CAM may 
play a parficular role in preventive 
care, especially the prevenfion of 
stress-related disorders, as some in­
surers have already determined. For 
example. Harvard Medical School's 
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Mind/Body Insfitute has reported as 
many as five calls a week from HMOs 
that are considering teaching iielaxa-
tion techniques to their members.'" 
Likewise, a Blue Cross/Blue Shield 
Association (BCBSA) survey "indi­
cates that 70 percent of BCBSA plans 
are either developing or marketing 
programs that include health educa­
fion programs and healthy lifestyle 
incenfives."'^ However, unfil there is 
clear scienfific proof of the efficacy 
of parficular CAM therapies, each in­
surance company is left to decide for 
itself whether the effecfiveness may 
exceed the costs of covering a partic­
ular therapy. 

Insurers want to know whether or 
not a '{jarficular therapy is cost-effec­
tive. Advocates claim that insurers 
can save money by offering coverage 
of CAM for the following reasons. 
One is that CAM usually is less ex­
pensive than allopathic treatments. 
For example, a large study by the 
RAND Corporafion published in 
1990 found that chiropractors were 
more successful at treafing pafients 
with chronic low-back pain and that 
chiropracfic c^re was about one-tenth 
the cost of allopathic care.' Likewise, 
a survey by the French government 
found lhat the cost of all services 
provided by homeopathic doctors 
was about half as much as services 
provided by allopathic physicians us­
ing convenfional services.'" However, 
these are two of a very limited num­
ber of studies that have evaluated the 
cost-effecfiveness of parficular types 
of CAM, and even fewer have evalu­
ated both clinical efficacy and cost-ef­
fecfiveness. A second reason for CAM 
coverage is that insurers that adver-
fise such coverage may aturrfct heakh-
ier members, which is supported by 
the fact that the heaviest users of 
CAM are highly educated with high 
incomes and are between the ages of 
25 and 49."^ However, CAM is also 
widely used by people over the age 
of 65 and by very sick people who 
have no other alternafives, so it is 
difficult to say whether the total 
CAM users pool will be low risk. 
Thirdly, insurers that offer access to 
CAM providers may save money be­
cause many providers of CAM focus 
on prevenfive medicine, which can 
decrease the need for costly treat­

ments. Preliminary informafion sug­
gests that insurers that cover CAM 
along viith major medical expenses, 
such as American Western Life and 
Alliance for Alternafives in Health­
care Inc., are compefitive with more 
conventional plans/insurers, and may 
even save money on the treatment of 
certain condifions, such as arthrifis, 
ear infecfions, and high blood pres­
sure.'"'^' Although cost-benefit analy­
ses are body debated, there are litde 
empirical data brought to bear on 
whether CAM will indeed decrease 
costs, or whether coverage of CAM 
vnl\ be an added expense. 

Interviews with Insurers 
A total of 18 insurance companies 

were contacted for telephone inter­
views, and interviews were completed 
at all 18 companies. The number of 
insurers that reported coverage to 
any extent on one or more of their 
policies for a parficular complemen­
tary medical practice is summarized 
in Table 1. A minority of the insurers 
sampled offered extensive coverage 
of CAM. Of the insurers sampled, 
the smaller companies offered more 
extensive coverage of CAM (Figure 
1). Twelve of the 18 insurers said 
that market demand was their pri­
mary mofivafion for offering CAM. 

Nine out of the 18 insurers were 
looking into coverage of addifional 
therapies as follows: acupuncture (2), 
hypnotherapy (2), naturopathy (2), 
Qi Gong (1), craniosacral therapy 
(1), reiki (1), homeopathy (1), guid­
ed imagery (1), biofeedback (1), psy­
chotherapy (1), and chiropracfic (1). 
Three insurers did not disclose which 
therapies they were looking into for 
possible coverage. Five companies 
stated that they did not anficipate ad­
difional coverage of CAM. Four other 
companies said that they might con­
sider addifional coverage for one of 
the following reasons: (1) a parficu­
lar therapy was proven effecfive in 
peer-reviewed medical literature; (2) 
coverage was mandated by state law; 
(3) there was high market demand; 
or (4) there existed potential cost-
savings. Two insurance companies 
have retracted some of their CAM 
benefits (specifically, massage and 
health foods) due to the difficulty in 
estimating and controlling ufilizafion. 

Table 1 

Coverage Reported by Insurers to 
Any Extent on Any Policy (n = 18) 

Complementary 
Medical Practices 

Number of 
Insurers 

Diet, nutrition and lifestyle changes: 
Herbal medicine 4 
Nutrition counseling 12 
Omisfi program 6 
Mind/Body control: 
Aromatherapy 0 
Art therapy 0 
Biofeedback 16 
Guided imagery 5 
Hypnotherapy 10 
t^iartial arts 0 
Meditation 4 
Psychotherapy 17 
Qi Gong/Ch'l Kung 1 
Support groups 4 
Yoga therapy 2 
Alternative systems: 
Acupuncture 17 
Ayurveda 3 
Homeopathy 8 
Naturopathy 7 
Tibetan medicine 1 
Chinese medicine 4 
Preventive medicine • 15 
Manual healing: 
Acupressure 9 
Alexander technique 1 
Chiropractic 18 
Craniosacral 2 
Massage therapy 11 
Naprapathy 1 
Osteopathy 18 
Physical therapy 18 
Reflexology 2 
Reiki 1 
Rolfing 2 
Shiatsu 4 
Tragerwork 2 

However, to promote wellness, these 
insurance companies are offering a 
discount on health foods and vitamins, 

Several insurers have developed 
major medical plans that specifically 
include coverage of CAM. For exam­
ple, subscribers to American Western 
Life Insurance's (AWLI's) Wellness 
Program are encouraged to visit a 
wellness doctor, who may be an allo­
pathic doctor, Ayurvedic doctor, acu­
puncturist, hypnotherapist, or other 
type of provider. A comprehensive 
health history is taken inifially by a 
wellness doctor, and suggesfions are 
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Figure 1 

Managed Care and Insurance Plan Coverage of Complementary and Alternative Medicine (n = 18) 

39% 

• 6-10 Therapies 

• 11-15 Therapies 

016-20 Therapies 

"lade for healthy lifestyle changes, 
uropathic doctors staff a 24-hour 
isfic hodine, give suggestions for 

self-care, and operate as gatekeepers 
for additional office visits. According 
to one spokesperson, less than 2% of 
callers intended to self-treat when 
they called for a referral, but almost 
19% elected self-care after speaking 
with a Wellness Line doctor (J. Elkis, 
unpublished dau). AWLI's Wellness 
Program pays for herbal and homeo­
pathic medicines, as well as for vita­
mins that are prescribed for certain 
condifions. Alliance for Alternatives 
in Healthcare Inc. offers the Alterna­
five Plan, which pays for services pro­
vided by "any licensed physician act­
ing within the scope of their license, 
both office and hospital visits, to 
treat any illness or injury or to pro­
vide prevenfive services," and pays 
for up to $500 a year for homeopath­
ic and herbal medicine prescribed by 
a licensed physician. A few other in­
surers are currendy experimenfing 
with plans specific to CAM, such as 
Blue Cross of Washington and Ox­
ford Healdi Plans.^" " Most of die in-

ers interriewed did not have spe­

cial health plans for CAM, but in­
cluded coverage of some CAM in 
their regular plans. 

Important factors determining 
coverage decisions as listed by insur­
ers included: (1) consumer interest 
indicated by quantitative consumer 
research or employer demands. All 
of the insurers interviewed said that 
large employers in particular could 
customize their plans. Furthermore, 
12 of die 18 insurers said that mar­
ket demand was their primary moti­
vation for offering coverage of CAM; 
(2) proof of clinical efficacy as indi­
cated by randomized controlled trials 
in peer-reviewed journals or consulta­
tion with regional and nafional ex­
perts; and (3) state-mandated cover­
age of CAM (Table 2). 

Reimbursement was described as 
depending on: (1) market-driven 
rates; (2) the pracfifioner's license; 
(3) Current Procedure Terminology 
(CPT) codes; and (4) the particular 
health plan. With regard to CPT 
codes, most insurers interviewed 
thought it common for currendy ac­
ceptable CPT codes to be used when 
in fact alternative medicine proce-

Table 2 

State-mandated Reimbursement for 
Alternative Providers 

Number of 
Providers States 

Acupuncturists 8 
Chiropractors 41 
Dietians 3 
Massage therapists 1 
Midwives 15 
Naturopaths 3 
Osteopaths 17 
Physical therapists 10 
Podiatrists 35 

Sources: National Association of Insurance 
Commissioners Mandated Benefits Summary 
(1995); Washington Insurance Commissioner 
Providers Licensed Under Title 18 (1996). 
Note: The National Association of Insurance 
Commissioners summarized state statutes or 
regulations mandating that "certain providers 
must be reimbursed if the treatment is a cov­
ered expense and is within the scope of the 
provider's license." Infomnation on counsel­
ors and psychologists was excluded from 
this table. Also, no distinction is made in this 
table between nurse midwives and licensed 
midwives. 
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dures are being administered. They 
did not think this was as common for 
Diagnosis Related Groups (DRGs^, 
since DRGs are mosdy used for hos­
pital billing and alternative/comple­
mentary therapists are usually more 
involved in outpafient visits. Most of 
the insurers did not believe that the 
American Medical Associafion (AMA) 
would develop CPT codes specific to 
CAM any fime soon. Five insurers 
said that they use "dummy" CPT 
codes for CAM. The Alternare Group 
has developed a conversion method 
for reimbursing CAM based on CPT 
codes. 

Overall, a vast majority of CAM is 
covered by insurers only if the treat­
ment is medically necessary for a spe­
cific diagnosis, and reimbursement is 
given only for a certain number of 
visits or dollar limit. Defining "medi­
cal necessity" varies from insurer to 
insurer, but in general a "particular 
procedure or pattern of treatment 
must have scientifically provable effi­
cacy, be administered by medical pro­
fessionals, and be subject to decision­
making case by case and treatment 
by treatment."^^ Also, in general, in­
surers reimburse providers who are 
legally defined by individual states as 
"licensed pracfifioners." For this rea­
son. Table 3 summarizes the number 
of states that consider particular ther­
apists to be licensed practitioners. 
Clearly, the predominant factor cited 
by managed care companies when se­
lecting providers for their managed 
care plans was that the provider be 
licensed or board certified by an offi­
cially recognized entity. Other impor­
tant selection factors were that the 
provider: (1) possess malpractice in­
surance; (2) be part of a network of 
pracfifioners; (3) follow nafional 
quality assurance standards; and (4) 
be trained in a needed specialty. 

Literature Review of Hospitals and 
CAM 

From our research, we learned 
that several hospitals are collaborat­
ing with centers that offer CAM or 
actually have a clinic providing CAM 
v^thin the hospital. Of the 14 hospi­
tals identified that offer CAM, the 
most common types offered are eight 
hospitals widi meditation, acupunc­
ture, massage, and nutrition counsel-

Table 3 

Therapies or Systems Designated as 
Having "Licensed Practitioners" by 

Number of States 

CAM Therapy or System 
Number of 

States 

Acupuncture 33 
Ayurvedic medicine 0 
Biofeedback 0 
Chiropractic medicine 50 
Craniosacral therapy 0 
Herbal medicine 0 
Homeopathic medicine 3 
Massage therapy 23 
Midwifery 15 
Naturopathic medicine 11 
Nutritionists or dietitians 26 
Osteopathy 50 
Physical therapy 50 
Tibetan medicine 0 
Traditional Chinese medicine 1 

Sources: Maharishi Ayurvedic University, Na­
tional Center for Homeopathy, American As­
sociation of Naturopathic Physicians, Official 
Office of Tibet, American Association ot Acu­
puncture and Oriental Medicine, East West 
Academy of the Healing Arts, American Chi­
ropractic Association, American Dietetic As­
sociation, Midwifery Alliance of North Ameri­
ca, Upledger Institute, Touch Research 
Institute, American Osteopathic Association, 
American Physical Therapy Association. 
Note: Many states certify practitioners of bio­
feedback, massage, and other altemative 
and complementary therapists. However, this 
table is specifically listing categories of pro­
viders who are legally considered "licensed 
practitioners," and therefore receive insur­
ance reimbursement in those states. Also, 
California requires reimbursement of all pro­
viders who are licensed to provide service if 
that benefit is offered. However, HMOs can 
pick and choose their providers. 

ing; seven with guided imagery; and 
six with t'ai chi chuan. Not listed in 
Table 4 are medical centers that of­
fer an 8-week stress reduction and 
mindfulness course based on the 
work of Dr. Jon Kabat-Zinn at the 
University of Massachusetts Medical 
Center in Worcester, Massachusetts. 
Also, several centers offer a behavior­
al medicine program developed by 
Dr. Herbert Benson, which includes 
elicitation of the relaxation response, 
cognitive-behavioral strategies to en­
hance coping skills, exercise/activity 
programs, and nutrition manage­
ment (Morristown Memorial Hospital 
in New Jersey, Riverside Methodist 

Hospital in Ohio, Mercy Hospital 
and Medical Center in Illinois, Me­
morial Healthcare System in Texas, 
Baptist Hospital in Tennessee, and 
St. Peter's Medical Center in New 
Jersey). Other hospitals have an acu­
puncture clinic or offer acupuncture, 
such as Johns Hopkins in Maryland, 
University of California at Los Ange­
les, Kaiser in Vallejo, California, and 
Cooper Hospital in New Jersey. In 
addition, other major hospitals are 
currendy considering the addition of 
a clinic for CAM, such as the Stan­
ford University Hospital of Stanford 
Health Services (SHS), Mount Diablo 
Medical Center, Marin General Hos­
pital, and Cornell Medical College. 

Some of the hospitals in Table 4 
have business relationships with third-
party insurers. For example, the Inte­
grated Health Services PPO is capital­
izing on the relationship between 
Grant Hospital and the Chicago Ho­
lisfic Center.^'' Within the Samaritan 
Health Systems, Arizona's third largest 
HMO, members are allowed to pick 
primary care providers at the Arizona 
Center for Health and Medicine.^ 
Also, parficipants in the California Pa­
cific Medical Center community well­
ness center receive a 50% discount i f 
they are HealthNet members. 

Interviews with Hospitals 
Hospitals f rom Table 4 that of­

fered the largest number of CAM 
therapies were selected for inter­
views. A total of nine hospitals were 
contacted for interviews, and inter­
views were completed at seven of 
these hospitals. Hospital CAM pro­
gram directors were asked how the 
collaborafion between the hospital 
and the CAM center was inifiated. 
Two of the programs were started by 
a senior medical director in one site 
and one by a senior vice president 
administrator who was helped by per­
sonal clinical success with CAM. Two 
were started after CAM practitioners 
suggested the idea to hospital admin­
istrators, two were started by hospital 
administrators interested in respond­
ing to consumer demand, and one 
was started as an expansion of a pre­
existing pain management program 
in response to consumer interest. 
Complementary and alternative med­
icine program directors were also 
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Table 4 

Hospitals Associated with Centers and CAM Offered 

Name of Hospital and Center CAIM Offered 

o 
I 
a> 

o 
3 
o 

Columbia/HCA Grant Hospital and Ameri­
can Holistic Center Chicago 

Ancilla Systems and Healing Art Center in 
Mishawaka, Indiana 

Franciscan Hospital Mount Airy and Fran­
ciscan Wholistic Health Center in Cincin­
nati, Ohio 

Mercy Healthcare Arizona of Catholic 
Healthcare West and Arizona Center for 
Health and Medicine 

St. Vincent Hospital and Center for Com­
plementary Medicine and Pain Manage­
ment in Indianapolis, Indiana 

University of Miami Hospital and Clinics 
and The Courtelis Center, Sylvester 
Comprehensive Cancer Center 

Califomia Pacific Medical Center and Insti­
tute for Health and Healing in San Fran­
cisco 

St. Luke's Hospital in Cedar Rapids, Iowa, 
and Center for Health and Well-Being 

North Hawaii Community Hospital 

Deaconess Hospital and Division of Behav­
ioral Medicine at Harvard in Massachu­
setts 

Kaiser in Vallejo, California, Vallejo Altema­
tive Medicine Clinic 

Imperial Point Medical Center and 
Center for the Healing Arts in Fort 
Lauderdale, Florida 

Community Health Center of King County 
and Bastyr University in Seattle, Wash­
ington 

Mercy Hospital and Medical Center and 
Wellspace Program in Chicago, Illinois 

Alexander technique 
Ayurveda 
Bach flower counseling 
Biofeedback 
Body centered therapy 
Chiropractic 
Acupuncture 
Aromatherapy 
Art therapy 
Ayurveda 
Biofeedback 
Acupuncture 
Aromatherapy 
Alexander technique 
Art therapy 
Biofeedback 
Acupuncture 
Aromatherapy 
Biofield healing 
Feldenkrais method 
Acupuncture 
Art therapy 
Biofeedback 
Craniosacral therapy 
Acupuncture 
Biofeedback 
Guided imagery 
Art/Movement therapy 
Guided imagery 

Healing touch 
Holistic nurse consultation 
Acupuncture 
Chiropractic 
Cognitive therapy 

Exercise 

Acupuncture 

Biofeedback 

Acupuncture 

Feldenkrais method 

Craniosacral therapy 
Educational therapy 
Guided imagery/visualization 
Homeopathy 
Hypnotherapy 
Massage/Shiatsu 
Energy wofk, flower essence 
Healing touch 
Herbal therapy 
Homeopathy 
Lymphedema treatment 
Craniosacral therapy 
Feldenkrais method 
Guided imagery 
Healing touch 
Massage 
Guided imagery 
Herbal therapy 
Homeopathy 
Mind/Body medicine 
Energy work 
Guided imagery 
Herbal therapy 
Hypnotherapy 
Massage 
Meditation 
Mental health counseling 
Living stories project 
Psychoneuroimmunology 

Massage 
Meditation 
Healing/Therapeutic touch 
Massage 
Meditation 

Nutrition counseling 

Acupressure 

Guided imageryA/isualization 

Naturopathy 

Meditation/Visualization 

Meditation/Relaxation 
Midwifery/Doula services 
Naprapathy, naturopathy 
Nutrition counseling 
Oriental medicine 
Psychoneuroimmunology 
Massage/Shiatsu 
Meditation/Visualization 
Mental health counseling 
Nutrition counseling 
Reflexology 
Meditation 
Reflexology 
Self-hypnosis 
Spiritual counseling 
T'ai Chi Chuan 
Massage 
Nutritional counseling 
Craniosacral therapy 
Spiritual counseling 
Massage 
Meditation 
Nutrition counseling 
Mental health counseling 
Nutrition counseling 
Spiritual counseling 
Physical therapy 
Stress reduction programs 
Support groups 

Reflexology 
Support groups 
Mental health counseling 
Naturopathy 
Relaxation methods 

Yoga 

Meditation/Relaxation 

Relaxation methods 

Nutrition counseling 

Psychotherapy 
Reflexology 
Reiki, skin care 
Tai Chi Chuan 
Wellness counseling 
Yoga 
Reiki 
Spiritual counseling 
Stress reduction program 
Tai Chi Chuan 
Yoga 
Yoga 
Zero balancing 

Tai Chi Chuan 
Tragerwori< 
Yoga 

Relaxation methods 
Support groups 

Self-hypnosis 
Support groups 

Tai Chi Chuan/Qigong 
Yoga 

Tai Chi Chuan 
Yoga 

Nutrition counseling 

Support groups 

Zero balancing 



Table 5 

Obstacles to Incorporating CAM into Mainstream Healthcare 

Number of Responses 

Obstacles 
Total 

(n = 25) 
Insurers 
(n = 18) 

Hospitals 
(n = 7) 

Need more research on efficacy 
Economics 
Ignorance about CAM 
Provider competition and division 
Need standards of practice and licensing 
Fear of change by medical establishment 
Cultural biases and prejudice 
Lack of utilization data on CAM 
Lack of consumer or employer demand for CAM 
Lack of insurance reimbursement for CAM 
Lack of provider networks including CAM 
Resistance to methods of medical establishment 

Note: Economics" refers to any response indicating that financial considerations limited the will­
ingness of insurers, employers, or health care providers to participate in offering CAM "Provider 
competition and division" refers to the lack of collaboration and cooperation both among and be­
tween CAM and allopathic healthcare providers. . 

asked how they decided what thera­
pies to include in their programs. 
Reasons given and the number giving 
the reasons are as follows: availability 
of licensed or certified pracfifioners 
(5), advice from a committee of ex­
perts (3), therapies supported by sci­
entific research (2), therapies famil­
iar to medical staff and public (2), 
director's personal experience and 
interest (2), therapies specific to 
needs of pafients (1), and compati­
bility with hospital's overall mission 
(1). None of the seven clinic direc­
tors interviewed had any conclusive 
results yet on the clinical or cost-ef­
fectiveness of their CAM programs, 
but all said that their programs were 
extremely popular with both patients 
and hospital administrators, the latter 
because of the potential of the pro­
gram to be used as a marketing tool 
and an addifional source of revenue. 
Three of the directors menfioned in 
parficular that the physicians in their 
hospitals, some of whom were initial­
ly skeptical, were referring an in­
creasing number of pafients to CAM 
providers because of the favorable 
outcomes. 

Summary of Obstacles to Integrating 
C A M 

Table 5 lists the responses of in­
surers and hospital CAM program di­

rectors to the quesfions: What 
changes need to be made in order to 
incorporate CAM into the main-
su-eam? and. What is at the root of 
the senfiment opposing CAM? In ef­
fect, these questions were asked to 
determine the perceived barriers to 
the more widespread implementation 
and/or insurance coverage for CAM. 
Results in Table 5 list the 12 reasons 
that were most often cited in de­
scending order of frequency, with 
"Need more research on efficacy" 
cited most frequendy. 

DISCUSSION 

In the interviews with insurers, the 
researchers inquired about 34 specif­
ic therapies from the OAM classifica­
fion of alternafive medical pracfices. 
The results indicate that some of 
these therapies are now covered by 
most insurers (e.g., osteopathy, physi­
cal therapy), while other therapies 
are covered only by a few, smaller in­
surance companies (e.g., Tibetan 
Medicine, reflexology). Furthermore, 
the majority of insurers interviewed 
do not offer CAM coverage to en­
hance wellness or prevent disease. 
Rather, like convenfional therapies, 
CAM therapies are covered only if 
treatment is medically necessary for a 
specific diagnosis, and reimburse­

ment is given only for a certain num­
ber of visits and/or dollar limit. 
Thus, although the popular media 
report that an increasing number of 
insurers are offering coverage of 
CAM, the current status of CAM cov­
erage is quite limited. This is not too 
surprising since for most types of 
CAM there is limited, i f any, research 
on clinical efficacy and cost-effective­
ness. 

C A M Coverage 
Nonetheless, half of the 18 insur­

ers interviewed are currendy looking 
into addifional coverage of CAM. 
Furthermore, 12 of the 18 insurers 
interviewed said that market demand 
is their primary motivation for offer­
ing coverage of CAM, and consumer 
interest was sited as a key factor in 
determining coverage of CAM. Al­
though insurers also stated that proof 
of clinical efficacy is an important 
factor in determining coverage of 
CAM, the influence of consumer in­
terest on insurers could lead to an 
increasing number of insurers offer­
ing inappropriate coverage of CAM. 
"Token" or inadequate coverage 
CAM therapies may be offered main­
ly to attract new enrollees. This in 
turn could lead to data indicafing 
that the therapy did not work, when 
the actual cause was inadequate or 
token provision of such services. Rel­
evant issues for such scenarios are 
what constitute an adequate length 
of care for chronic pain with acu­
puncture; how effective is homeopa­
thy vs. antibiotics for children with 
otitis media; what is the appropriate 
dosage and duration of an herbal 
remedy for sinusitis or allergic rhini­
tis; and numerous other issues of 
what constitutes a clinically defined, 
effective course of therapy vs. what is 
allowed or limited in the CAM policy. 
These are major issues not yet ad­
dressed but requiring further re­
search as well as both clinical and 
cost documentation by managed 
care, insurer, and hospital providers. 
Alternatively, the pressure to differ­
entiate from other third-party payors 
may convince some insurers to offer 
coverage of a CAM therapy that has 
not been proven safe or efficacious. 
Since there is such a range of CAM 
services being offered with an equally 
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wide variance in the extent of scientif­
ically based clinical studies to warrant 
hese services, it is certainly possible 
Jiat some services may be deter­
mined as not efficacious and even of 
potential harm in future research 
findings. 

Legislation is one means of regu-
lafing CAM coverage. Indeed, state-
mandated coverage of particular 
therapies was listed as a third domi­
nant factor influencing whether or 
not insurers would offer coverage for 
CAM. Also, in general, insurers reim­
burse services that are provided by a 
licensed practitioner, although the 
definifion of a "licensed pracfifion­
er" varies from state to state. Thus, 
lobbying for or against state licensure 
and state-mandated reimbursement 
of a parficular CAM therapy is one 
avenue by which consumers as well 
as CAM pracfifioners are seeking to 
influence insurance companies. 

From the database search, litera­
ture review, and selected interviews, 
we found that several hospitals are 
collaborafing with centers that offer 
CAM and several others are includ­
ing stress reduction and behavioral 
medicine programs in their services. 
In our interviews with seven hospital 
CAM directors, the research team in­
quired why they decided to offer 
CAM therapies and how they select­
ed particular therapies. Four of the 
seven CAM programs were started by 
individuals or practitioners specifical­
ly interested in CAM, and three were 
started to meet consumer interest in 
CAM. The majority of hospital CAM 
directors interviewed selected parfic­
ular therapies based upon availability 
of licensed or cerfified practitioners. 
This suggests that some hospital ad­
ministrators, like insurers, are re­
sponding to consumer interest in 
CAM. However, hospitals can only of­
fer CAM therapies for which local, l i ­
censed practifioners are available. All 
of the seven program directors said 
that their programs were growing in 
popularity among the hospital ad­
ministration and staff primarily be­
cause of the enthusiastic response of 
their patients. However, since none 
of the programs have been in exis­
tence more than a year, none of the 
directors could offer any conclusions 
on the outcomes of their programs. 

Obstacles to Using CAM 
Among the primary obstacles to 

incorporating CAM into mainstream 
health care as listed by insurers and 
CAM program directors that partici­
pated in our study were: (1) lack of 
research on efficacy; (2) economics; 
(3) ignorance about CAM; (4) pro­
vider compefifion and division; and 
(5) lack of standards of pracfice. Of 
the obstacles listed, the only one 
unique to CAM is ignorance about 
CAM. Research on efficacy is lacking 
in much of conventional medicine as 
well as in CAM. Financial considera­
tions are driving mainstream health 
care reform and are part of what 
makes it so difiicult to meet the dif­
ferent interests of insurers, employ­
ers, health care providers, and con­
sumers. Provider competition and di­
vision occurs among conventional 
doctors, nurses, physician assistants, 
etc., as well as between conventional 
and CAM providers. Finally, studies 
of conventional medicine show wide 
variations in practice by regional eco­
nomics and cultural norms, which 
suggests that standards of pracuce 
are needed among conventional pro­
viders as well as CAM providers. 

Study Limitations 
Eight of the 18 insurers and all of 

the seven hospitals were selected spe­
cifically because they are reimbursing 
or offering CAM. Thus, the sample is 
skewed toward participants who are 
attempting to incorporate CAM, and 
conclusions are limited due to the in­
herendy small sample sizes. Also, 
since each insurer has multiple poli­
cies with different restricfions, de­
tailed informafion on coverage varia-
fion within insurers was not ob­
tained. However, copies of actual pol­
icies are on file for future review. In 
addition, the status of insurance cov­
erage of CAM may be affected by 
changes in legislafion, such as the 
Access to Medical Treatment Act 
(H.R. 2019, S. 1035, referred to com­
mittee as of September 1996), which 
would allow patients to receive anv 
medical treatment they want so long 
as the practitioner agrees and the ad­
ministration does not violate any l i ­
censing laws. An addifional provision 
is that a pracfitioner would be able 
to provide any treatment so long as it 

is not a danger to the individual and 
the individual has been informed 
that the treatment has not been ap>-
proved. In addition, a recent statute 
passed by Washington state requires 
all insurers to cover claims for "every 
category of provider," but has not 
been received well by several of the 
state's health plan carriers who have 
filed complaints against this law.'̂ '̂̂ ' 
Results of these and other legislative 
initiatives around the country, in Cal­
ifornia, Oregon, Arizona, and Ver­
mont as well as 15 other states, could 
alter who determines whether cover­
age of CAM is offered. 

Recommendations for Future 
Research 

Based on our research, the follow­
ing paragraphs contain recommenda­
tions for future research focused on 
clinical and cost outcomes, which ad­
dress some of these obstacles listed 
by insurers and CAM program direc­
tors that participated in this study. 

Since the general area of "CAM" 
is very broad, a survey of what CAM 
therapies are considered most useful 
by allopathic and CAM providers will 
help determine potentially effective 
treatments. Such a survey will allow 
researchers to determine which CAM 
treatments are most likely to yield 
clear results in controlled clinical tri­
als. A survey of which CAM therapies 
are considered useful by consumers 
will also help determine what treat­
ments may be worth investigating. In 
addition, it would be desirable to 
conduct a consumer survey CAM 
therapy use focused on older adults 
(> 65), since seniors use health care 
services the most and are instrumen­
tal in shaping future health care 
trends. 

Research that emphasizes the de­
velopment of common terminology 
for CAM with both allopathic and 
nonallopathic doctors is needed to 
compare outcomes. One aspect of 
developing common terminology is 
to develop CPT codes for CAM. Al­
though the AMA is likely to be resis­
tant to this idea, the designation of 
CPT codes for CAM (even if die CPT 
code specifies that the treatment is 
experimental) will allow large studies 
on the effectiveness of specific CAM. 
The current lack of CPT codes for 
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CAM makes it difficult to determine 
which CAM is being used and what 
the appropriate reimbursement 
should be. 

Cost-effecfiveness analyses are 
needed on individual clinically effica­
cious treatments, as well as on combi-
nafions of allopathic and comple­
mentary treatments. Some of the 
hospitals associated with centers for 
CAM (identified in Table 4) may be 
ideal setfings for researchers to test 
the clinical efficacy as well as the 
costs and benefits of a variety of 
treatments. Also, such research could 
compare the success of integrated al­
lopathic and CAM care to allopathic 
care only. In addition, integrated 
clinics'serve as educational resources 
to help reduce ignorance about CAM. 

Information needs to be dissemi­
nated to combat ignorance about 
CAM, especially centralized informa­
tion about how CAM is being consid­
ered and used by insurers, employ­
ers, and hospitals. (A pilot survey 
suggests that an increasing number 
of employers are considering includ­
ing CAM coverage as one of their 
bid specifications for competing in­
surance plans.) This study and fol­
low-up studies are needed to provide 
information on what other insurers, 
employers, and hospitals are offering 
and what seems to be successful in 
terms of clinical and/or cost out­
comes. This information may help fa­
cilitate the responsible acceptance of 
CAM into mainstream health care. 

Longitudinal outcomes studies 
and the creation of outcomes assess­
ment databases will help transcend 
the politics of the health care com­
munity. Evaluafing standards for uni­
form reporting of outcomes'such as 
those under the Nafional Committee 
for Quality Assurance (NCQA) and 
the Health Plan Employer Data and 
Informafion Set (HEDIS) will in­
creasingly include areas of preven­
tion and ultimately CAM therapy out­
comes standards. The Foundation for 
Accountability (FACCT), located in 
Oregon and incorporated in Novem­
ber 1995, should prove particularly 
useful in this endeavor. According to 
the FACCT brochure, this is a non­
profit organizafion that will "endorse 
a series of health system perfor­
mance measures, advocate wide­

spread adopfion of those measures 
by existing oversight, contracting, 
and consumer organizations, and 
promote consumers' use of the data 
that arise from these measures to 
make better healthcare decisions. " 
They also sute specifically that "the 
diverse arrangements for delivering 
and financing healthcare call for 
measures tiiat are universal in their 
recognifion of the human experi­
ence, not specific to any parficular 
setfing or system."^s With this model 
to evaluate health care, the distinc­
tions among "conventional," "com­
plementary," and "alternative" 
health care vnll be irrelevant. 

Providers of CAM need to develop 
standards of pracfices and licensing, 
which will help diem to fit into the 
existing diagnosis-based sy&-
tern.'•'•̂ •2829 This is easier said than 
done. For example, some comple­
mentary therapies are predominandy 
used as preventive medicine, and 
therefore cannot be easily evaluated 
by a diagnosis-based system. In addi­
tion, many CAM practitioners em­
phasize unique treatments for each 
patient, which makes it difficult to 
develop standards of pracfice guide-
lines.^" Thus, the integrafion of com­
plementary therapies that emphasize 
prevenfive medicine and a focus on 
individual variation in treatments 
would inevitably change either or 
both the complemenury therapy and 
the current medical model. 

Advocates of CAM agree that 
there is a need for research on CAM 
standards of practice and licensing, 
but research funding is already very 
competitive in general, and even 
more so for methods that are less 
mainstream. In addifion, a great deal 
of medical research is funded by 
pharmaceutical and medical equip­
ment companies who have less to 
gain from proving the effectiveness 
of mind/body techniques or herbs 
that cannot be patented. The NIH 
Office of Complementary and Alter­
native Medicine, which has already 
funded 10 research centers as well as 
over 45 independent studies, will be 
helpful in facilitating the evaluation 
of CAM. However, with a budget of 
only $7.4 million in fiscal year 1996, 
addifional funding sources are clearly 
required. 

SO WHAT? ImplicaUons for 
Health Promotion Practitioners 
and Researchers 

An increasing number of insur­
ers and hospitals are including 
CAM in order to meet consumer 
demand. Mofivations for offering 
CAM range from thorough search­
es of available clinical efficacy re­
search to questionable attempts to 
capture market share, attract new 
enrollees, and/or to retain enroll­
ees by offering inadequately docu­
mented services. Both federally 
funded and managed care/insur­
ance provider research is needed 
to determine what differentiates 
clinically effective services from to­
ken services, which may not pro­
vide adequate time or intensity of 
the CAM offering to be effective 
in terms of clinical and cost out­
comes. Despite these research ca­
veats, it is equally certain that 
there is a rapidly growing consum­
er demand for CAM with or with­
out research evidence and with or 
without reimbursement due to 
consumer willingness to pay out of 
pocket and purchase over-the-
counter remedies. However, a 
great deal more research on chni­
cal efficacy and cost outcomes is 
needed in order to responsibly in­
clude CAM in mainstream health 
care. Emphasis on what is validat­
ed by sound clinical and cost out­
comes research rather than what 
is considered "alternafive" or 
"convenfional" will be crifical to 
reducing health care utilization 
and containing rising medical care 
costs. 
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Appendix A: Interview Questions for 
Insurance Companies 

CAM = Complementary and Alterna­
tive Medicine. 

Coverage 
1. Do you cover chiropractic, acupunc­

ture, nutritional, etc.? 
2. For each field of practice covered, 

what are your policies? Copies of those 
policies? 

3. Do you serve different states? Does 
your coverage of CAM vary by state? 
Why? 

4. Does your coverage of CAM vary with 
different employers? Why? 
What alternative fields of practice do 
you anticipate covering? Why? When? 
Do you have a wellness plan? If not, do 
you anticipate developing one? Why? 
When? 

5. 

Coverage: Areas of Investigation 
1. How do you decide what fields of prac­

tice to cover? 
2. What information do you need? 
3. In what form do you need this infor­

mation? 
4. Do you have a database to evaluate 

clinical and cost outcomes of CAM? 
5. Would you be interested in co-develop­

ing or using such a database? 

Criteria for Reimbursement 
1. How do you determine whether a pa­

tient can be reimbursed for CAM ther­
apy and how much to reimburse? 

2. Is there portability of care, that is, if a 
patient chooses a chiropractor who 
does not help his condition, can he 
then go to an acupuncturist or ortho­
pedic surgeon? 

3. What kind of coverage limits are im­
posed? Number of treatments? Cost? 

4. What kind of pre-authorizations are re­
quired? Do recipients self-refer? 

5. Are alternative therapies restricted to 
specific conditions, for example, a pa­
tient can only see an acupuncturist if 
s/he has chronic pain, or are they 
broadly available? 

6. How does your CAM coverage vary, if 
at all, with the age of the patient? 

7. What age-related factors influence your 
coverage of CAM? 

Definitions 
1. Do you believe that currendy accept­

able Current Procedural Terminology 
(CPT) is used when in fact alternafive 
medicine procedures are being admin­
istered? How often? 

2. Do you believe that specific Disease Re­
lated Groups (DRG) are used to de­
scribe undiagnosed condifions (e.g., 
"dry wind" described as "sinusitis")? 
How often? 

3. Do you anticipate developing CPTs/ 
DRGs for alternative med.? 

Providers 
1. How do you select providers? 
2. What training do you require of pro­

viders? MD? RN? PhD? OD? DO? PA? 
Odier? 

3. How do you monitor their effective­
ness? 

Issues and Obstacles 
1. What is your motivation for covering 

CAM? 
2. Are you influenced by lobbying 

groups? Which ones? 
3. What do you perceive to be the great­

est obstacles to integrating alternafive 
medicine into mainstream insurance 
coverage? 

Comments 
Please comment on the future of alter­

native medicine in mainstream insurance 
coverage. 

Appendix B: Interview Questions for 
Hospitals 

CAM = Complementary and Alterna­
tive Medicine. 
1. How was the collahoration between the 

hospital and your CAM center initiat­
ed? 

2. How did you decide which comple­
mentary and alternative therapies to 
include in your program? 

3. What additional complementary and 
alternative therapies do you anticipate 
including in your program? 

4. Would you say that including comple­
mentary and alternative therapies has 
been successful clinically? 

5. Would you say that including comple­
mentary and alternative therapies has 
been cost-effective? 

6. How are you evaluating the success of 
your program? 

7. What do you perceive to be the great­
est obstacles to integrating complemen­
tary and alternative medicine into 
mainsu-eam health care? 
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The basics of defined contribution health 
insurance 

By Vicki Lankarge 
insure, com 

In the 1980s, managed care was the This first of a four-part series 
nation's ammunition of choice to combat discusses the history of health 
runaway medical costs. But the Health insurance and introduces 
Maintenance Organization (HMO) magic - p * = ^ S S S S d h e 
bullet tumed out to be a dud. Now the employee? examines defined 
latest health insurance concept is called coritributioiis from the 
"defined contribution" health plans. These employee's perspective, 
health plans are being heralded in much 3; What's in it for the 

iTiv*/-. * * J • employer? looks at defined 
the same way HMOs were touted in the contritiitions from the 
1980s. But the concept can be a confusing employer's perspective, 
one, complicated by the fact that health Part 4: What needs.to change 
care analysts, researchers, and benefits to make them a reality? 
managers often define it differently. explores what needs to 

•' happen to make defined 
contribiitions widely accepted. 

"The term 'defined contributions' has been 
used to describe a wide variety of very different approaches that 
employers could use to provide employees with health benefits," says 
Paul Fronstin, a senior research associate at the Employee Benefit 
Research Institute (EBRI), a national nonprofit organization based in 
Washington, D.C. 

There are several variations to the defined contribution approach. In one 
scenario, your employer pre-screens and pre-selects a variety of health 
plans and then gives you cash (or vouchers) to buy a policy from one of 
them. The employer contracts with the pre-selected insurers for group 
health insurance and still retains some control over your health 
insurance options. 

Under the most controversial and yet untested arrangement, your 
ciTiploycr hands you a fixed amount of money — lei's say $5,000 for the 
year — and then leaves your health insurance purchase entirely up to 
you. If you choose a plan costing more than your employer's 
contribution, you must pay the difference. 



Today, the various types of health insurance include: 

• Indemnity plans: The medical provider submits a claim to the 
patient's health plan for services rendered. This is also known as 
"fee-for-service" health insurance. You're free to choose any 
general practitioner or medical specialist. 

• HMOs: Health Maintenance Organizations provide members with 
specific medical services for a fixed price and for a given period 
of time. With an HMO, you must choose a primary care physician 
(PCP). This PCP acts as a "gatekeeper" for medical services to 
specialists. An HMO doesn't allow you to see a physician outside 
of its network. 

• POS plans: Point-of-service plans offer more preventive care and 
well-being services than HMOs, but they also require you to select 
a PCP. 

• PPOs: Preferred provider organizations contract with inedical 
providers for a discounted rate on medical services. A PPO allows 
you to see any physician, but you may have to pay a deductible if 
you go outside the network. PPO plans pay their physicians on a 
fee-for-service basis. 

• Cafeteria plans: A cafeteria plan, also called a flexible spending 
plan, is an IRS-approved way for employees and employers to 
save money by reducing pre-tax income when purchasing health 
insurance and other benefits. It allows you to decide where your 
benefit dollars will be spent. You can choose to put more of your 
money into a comprehensive health insurance plan, or set more 
aside for dependent care benefits, such as child care. 



The main 
difference 
between the 
defined 
contribution 
approach and 
cafeteria plans, 
which are 
funded with 
pre-tax dollars, 
is the tax 
consequence. 

provides research-based 
interest. 

The main difference between the 
defined contribution approach and 
cafeteria plans, which are funded with 
pre-tax dollars, is the tax consequence. 
If your employer hands you cash to buy 
your own individual health benefits — 
in effect giving you a "raise" — the 
Internal Revenue Service currently 
considers this money taxable income. 

The defined contribution approach 
offers workers more choice, according 
to E. Thomas Carman, distinguished 
fellow in the Association for Financial 
Counseling and Planning Education, a 
nonprofit organization dedicated to 
improving personal financial 
management education, and the 
American Council on Consumer 
Interests, a nonprofit organization that 

information on topics of consumer 

"It's especially good for young workers who don't make many 
claims," says Garman. "Let's say the employer contributes $2,500 
annually toward its workers' health insurance. A 24-year-old in 
good health can shop around and probably find suitable coverage 
for around $1,000 a year. He or she is then ahead by $1,500." 

But the defined contribution system is not without drawbacks, not 
the least of them being the tax disadvantage for workers. 
However, even if the current tax laws were changed to favor a 
system of defined contributions, you could still stand to lose two 
of the major benefits of group health insurance: the cheaper 
premiums that come with a group plan's increased purchasing 
power, and protection against exclusion from coverage of your 
(and your dependents') pre-existing medical conditions. 



The reality today is that there are few 
insurers that offer individual health 
plans, according to Fronstin. Given the 
small numbers of these insurers and the 
degree of difficulty that people 
currently have in obtaining coverage 
under individual plans due to 
pre-existing medical conditions, 
Fronstin cautions, "There's not even a 
market out there right now for these 
people to go to." For more information 
on this type of coverage, see Tips for 
buying individual health insurance. 

"There's not 
even a market 
out there right 
now for these 
people to go 
to." 

Whether you view the defined contribution approach as positive 
or negative, one fact is certain: It shifts the financial and 
decision-making responsibility for your health insurance from 
your employer to you. 

Continue to Part 2: What's in it for the employee? 

This first of a four-part series discusses the history of health 
insurance and introduces defined contributions. 
Part 2: What's in it for the employee? examines defined 
contributions from the employee's perspective. 
Part 3; What's in it for the employer? looks at defined 
conthbutiohs from the employer's perspective. 
Part 4: What needs to change to make them a reality? explores 
what needs to happen to make defined contributions widely 
accepted. 



Part 2: The basics of defined contribution 
health insurance 

By Vicki Lankarge 
insure.com 

What's in it for the employee? 

As an employee, the biggest advantage of defined contribution health 
insurance is that it offers you control over your own health care. You 
decide which benefits you need and how much you're willing to pay for 
them. But do you really want the responsibility that comes with this 
freedom of choice? 

When your employer hands you the reins to your own health insurance, 
you're responsible for comparing the different plans, making the final 
decision, filling out all the paperwork, and for making sure the 
premiums are paid on time. 

You should know the answers to a minimum of 14 questions for each 
insurer you investigate before buying health insurance, according to the 
National Association of Insurance Commissioners: 

• What does the plan pay for? 
• What does the plan not pay for/exclude? 
• What are the limits on pre-existing medical conditions? 
• Will the plan pay for preventive care, immunizations, well-baby 

care, substance abuse, organ transplants, vision care, dental care, 
infertility treatment, durable medical equipment, or chiropractic 
care? 

• Will the plan pay for prescriptions? 
• Will the plan pay for mental health benefits? 
• Will the plan pay for long-term physical therapy? 
• Do rates increase as you age? 
• How often can rates be changed? 
• How much do you have lo pay when you receive health care 

services (co-payments and deductibles)? 
• Are there any limits on how much you must pay for health care 

services you receive (out-of-pocket maximums)? 
• Are there any limits on the number of times you may receive a 

service (lifetime maximums or annual benefit caps)? 
• Has the company had an unusually high number of consumer 

complaints? 
• What happens when you call the company's consumer complaint 

telephone number? How long does it take to reach a real person? 

But it doesn't end here. Once you've researched potential insurers, you 
must make cost comparisons. The cheapest health plan won't necessarily 
be the best value. You must decide which benefits meet your personal 
and/or family needs and compare costs between types of health 
insurance plans and the insurers who offer them. This is what employers 
should do before they contract with health insurance companies. 



You may be in for sticker shock, particularly 
if you have to buy individual health insurance 
on the open market. "There is no such thing 

You may be in f»s an average premium in the individual 
for sticker market," says Deborah Chollet, a senior 
shock fellow researching the individual health 

insurance market for Mathematica Policy 
Research, a Washington, D.C, think tank. 
According to Chollet, individual policies are 
underwritten to take into account your age, 

gender, health status, occupation, and even the ZIP code in which you 
live. 

Chollet's research into the individual market has tumed up wide 
variations in premiums. For example, in Seattle, Wash, (where state 
insurance regulations actually prohibit gender from being used as a 
factor in setting health insurance premiums), a healthy 20-year-old in 
one ZIP code pays $1,400 annually in individual health insurance 
premiums, while a slightly older, but still healthy, 25-year-old pays 
$2,328 in a different ZIP code. 

The discrepancy between premiums in different ZIP codes rises 
dramatically with older insureds. In Seattle, a healthy 60-year-old in the 
"cheaper" ZIP code pays $3,732 annually for premiums in the individual 
market, while a healthy 60-year-old shells out $8,724 in the "expensive" 
ZIP code. And this is for the same amount of coverage for a healthy 
60-year-old adult. There is neariy a $5,000 difference in premium and 
the only factor that is changed in the equation is the ZIP code — never 
mind a pre-existing condition which could very well nix the chance that 
the individual would even be offered a policy, or, at the very least, 
would raise the premiums even higher. 

Factors other than personal characteristics drive up rates as well. Drug 



prices are soaring, rising twice as fast as the inflation rate, according to 
the Center for Policy Altematives, a nonpartisan Washington, D.C, 
legislative think tank. According to the Kaiser Family Foundation's 
"Employee Health Benefits Annual Survey 2000," 67 percent of 
employers surveyed say that higher spending for prescription drugs is 
contributing "a lot" to health insurance premium increases. 

In light of the complicated nature of choosing good quality, 
cost-effective health insurance plans, current research shows that 
workers aren't sure they're up to the task. Forty-three percent of the 
workers surveyed in the "2000 Health Confidence Survey," conducted 
by the Employee Benefit Research Institute (EBRJ), say they are either 
"extremely" or "very" confident that the employer sponsoring their 
health insurance has selected the best available health plan for its 
workers. In contrast, only 32 percent of those polled say they are 
confident in their own abilities to select the best health plan if their 
employer should stop offering health msurance, and 25 percent say they 
are "not too confident" or "not confident at all." 

Studies show that increased stress is a consequence of the additional 
responsibility that comes with managing your own 401(k), according to 
EBRI senior researcher Paul Fronstin. That burden is likely to be 
compounded with a defined contribution health plan, he says. In a 
worst-case defined contribution scenario, your employer may opt for the 
"Yellow Pages" approach, as in, "Here's your money and here's the 
telephone book; Have a nice day." Even if you're a savvy consumer, 
armed with information, you may feel overwhelmed by the task. 

Fronstin questions whether the increased 
choice offered by the defined contribution 
philosophy is always a plus for the consumer. 
The sickest workers, he says, are the ones Here's yOUr 
most likely to frequently use their health monev and 
insurance, encounter problems, and complain. here's the 
But because they're in the minority, their 
complaints are not likely to drive change in teiepnone 
the individual insurance marketplace. If they 

book. Have a 
have a wide choice of insurers, those who are nice day. 
unhappy may simply switch plans. The 
original insurer is probably glad to see its 
sickest (and most costly) members drop out. 
That changes under a group plan. Let's say one insurer provides health 
coverage for an employer's group of 10,000 workers. If the sicker 
members are unhappy and can't opt out of the plan and obtain coverage 
somewhere else, they will go to the employer to complain. Then the 
employer has the clout to demand that health insurance problems be 
addressed or it can threaten to take its business elsewhere. 

The defined contribution idea that employers would simply add to their 



workers' paychecks to purchase health insurance and that their 
employees would spend the money wisely is troublesome and raises 
questions that no one has yet answered, says Dr. Harvey S. Frey, director 
of the Health Administration Responsibility Project (HARP) in 
Califomia. 

"What forces, i f any, will guarantee that [the employer's money] is used 
to buy health insurance rather than a large-screen TV?" asks Frey. "Will 
this result in an increase in the number of those voluntarily uninsured? 
How will they be handled when they or their families need medical 
care?" 

Continue to Part 3: What's in it for your employer? 

The first part of this four-part series discusses the history of 
health insurance^nd introduces defined conthbutibns. 
Part 2: What's in it for the employee? examines defined 
contributions from the employee's perspective. 
Part 3: What's in it for the employer? looks at defined 
contributions from the eniployer's perspective. 
Part 4; What needs to change to make them a reality? explores 
what needs to happen to make defined contributions widely 
accepted. 



If you want 
more, you have 
to pay the 
difference. 

Part 3: The basics of defined contribution 
health insurance 

By Vicki Lankarge 
insure.com 

What's in it for the employer? 

As far as employers are concerned, the jury is 
still out on the merits of a defined 
contribution approach to health insurance. 
The greatest advantage for employers is that it 
allows them to focus more on their core 
business and move away from the business of 
providing employee health benefits. It also 
gives them tighter control over benefits 
spending. Because employers can't raise their 
employees' contribution as fast as health care 
costs are escalating, the defined contribution 
approach allows them to draw a line in the sand by saying, "Here's what 
we're giving you for your health benefits. If you want more, you have to 
pay the difference." 

Yet a majority of the employers surveyed by the Employee Benefits 
Research Institute (EBRI) express their reservations about defined 
contributions. Most (84 percent) say they believe some of their workers 
would not get coverage under such a system, either due to chronic 
illness, or because they couldn't afford it, or because they felt they didn't 
need the coverage. 

And, while the majority (55 percent) say it's impossible to predict the 
impact that a general move to a defined contribution approach would 
have on the overall cost of health insurance, 28 percent say they believe 
it would actually raise costs, while only 8 percent say they believe it 
would lower costs. 



Despite much media speculation, no major employer has publicly 
announced a plan to give workers a fixed annual cash amount and let 

I them pick their own individual health insurance plans (the most 
I controversial defined contribution approach). In fact, employers as a 
I whole are lukewarm about the whole idea, according to consulting giant 
: William M. Mercer Inc. 

Only 5 percent of the employers surveyed in 
Mercer's December 2000 study on 
employer-sponsored health plans say they 

Many would be "very receptive" to the defined 
employers are contribution approach, even if the nation's 
reluctant to current tax laws were changed to favor it. 
tinker with their ^ '̂̂ ^ ^"'^^^ statistically weighted to 
emnlovppc;' represent nearly 600,000 employers. For 

piuyees additional information on the Mercer study, 
DenefltS. read More employers to pass health costs on 

to workers.) 

Furthermore, employers are reluctant to tinker 
with their employees' benefits. Their concem is that a defined 
contribution health plan may be viewed by their workers as a benefit 
take-away, rather than an enhancement — a ploy solely to reduce the 
employer's expenses and involvement with workers' complicated health 
care decisions. "Defined contributions have gotten some really bad 
press," says Blaine Bos, a consultant with William M. Mercer. "And in a 
tight labor market, many employers are reluctant to upset workers with 
'bad' news about their medical benefits." 

Xerox leamed that lesson last year when a company official spoke at a 
conference sponsored by the Robert Wood Johnson Foundation, a 
national philanthropy dedicated to improving health care, and said the 
company was planning to move toward a defined contribution approach. 
The news sparked a major employee protest and a firestorm of media 
coverage. Xerox has since publicly backed down from its plan. 

Despite serious misgivings, the talk continues 

While employers are reluctant to be the first to adopt defined 
contribution health plans, interest in and discussion about these plans 
will continue, according to Sally Trude, a researcher for the Center for 
Studying Health System Change (HSC), a non-partisan policy research 
organization based in Washington, D.C. In speaking with employers for 
an HSC article on defined contributions, Tnide says she found that while 
companies are being carefiil not to jump too quickly on the defined 
contributions bandwagon, their interest in the approach is being fueled 
"mostly by the overall lack of vision" being provided by the nation's 
economic and political leaders in solving the current health insurance 
crisis. 



And the discussions will continue because employers are just plain 
reluctant to be the middleman in their workers' personal health care 
decision making, according to Heather Loebner, a consultant with 
accounting and human resource services giant PricewaterhouseCoopers. 
"Employers are asking themselves, 'Why should we be so involved in 
whether Sally Jo's husband's Viagra is covered?'" Loebner says. 

Continue to Part 4: What needs to change to make them a reality 

The first part of this four-part series discusses the history of 
health insurance and introduces defined contributions. 
Part 2: What's in it for the employee? examines defined 
contributions from the employee's perspective. 
Part 3: What's in it for the employer? looks at defined 
contributions from the employer's perspective. 
Part 4: What needs to change to make them a reality? explores 
what needs to happen to make defined contributions widely 
accepted. 

Part 4: The basics of defined contribution 
health insurance 

By Vicki Lankarge 
insure.com 

What needs to change to make them a reality; 

For an employer to be the first to step up to 
the plate and adopt a defined contribution 
system, sweeping changes would have to take 
place. The largest would have to be a change 
in the tax code, allowing workers to deduct 
the cost of their health insurance premiums 
from their taxes. Additionally, an economic 
recession would loosen the tight labor market 
and employers would worry less about using 
their health benefits package as a prime way 
to attract and retain workers. Further, few 
choices for individual health insurance 
currently exist. 

"No one is 
going to flip a 
switch and 
everyone 
wakes up 
tomorrow with 
a defined 
contribution 
health plan." 

Factors that will continue to fuel the interest 
in defined contribution health plans include: 



• Congress continues to debate a Patients Bill of Rights, which 
could remove ERISA protection for employers, putting them at a 
higher risk for being sued over health plan coverage decisions. 

• More healthy workers are seeking the choice to drop full-service 
managed care plans and select low-cost, high-deductible 
"catastrophic" coverage. 

• More workers are demanding access to services often not covered 
by their HMOs, including infertility treatment or altemative 
medicine, such as chiropractic care or acupuncture. The number of 
Americans using an alternative therapy increased from about 33 
percent in 1990 to nioie than 42 percent in 1997, ciccording to the 
National Center for Complementary and Altemative Medicine, an 
office of the National Institutes of Health. 

Other changes may prove too difficult to bring about a move toward 
defined contributions. They include: 

• Labor unions may have to support the defined contribution 
approach and view it as an enhancement to their health benefits 
packages, rather than a take-away. 

• Insurers would have to find ways to form altemative risk pools to 
accommodate individual policyholders. Insurers like to cover 
large groups, not only for the premiums, but also because they 
come to the insurer as the only "naturally occurring" group that 
doesn't form expressly for the purpose of buying health insurance. 
That means the pool contains healthy as well as sick members. I f 
only the "sick" employees who needed to take advantage of 
insurance joined a particular plan, the high number of resulting 
claims could cause the payouts of the plan to soar and threaten it 
with financial collapse, a phenomenon known as "adverse 
selection." 

When all is said and done, the defined contribution approach is probably 
best seen as a long-range option, a transition from the managed care 
model on our way to somewhere else, according to Loebner. "No one is 
going to flip a switch and everyone wakes up tomorrow with a defined 
contribution health plan," she says. 

The first part of this four-part series discusses the history of 
health insurance and introduces defined contributions. 
Part 2: What's in it for the employee? examines defined 
contributions from the employee's perspective. 
Part 3: What's in it for the employer? looks at defined 
contributions from the employer's perspective. 
Part 4: What needs to change to make them a reality? explores 
what needs to happen to make defined contributions widely 
accepted. 



Note to Commissioners: 

The American Hospital Association, In Its annual hospital 
survey, now collects data on the number of hospitals that offer 
CAM services. The data Is available for two years, 1998 and 
1999 - and Is attached. 

The survey provision reads as follows: 

Complementary medicine services. Organized hospital 
services or formal arrangements to providers that provide 
care or treatment not based solely on traditional western 
allopathic medical teachings as Instructed In most U.S. 
medical schools. Includes any of the following: 
acupuncture, chiropractic, homeopathy, osteopathy, diet 
and lifestyle changes, herbal medicine, massage therapy, 
etc. 

A copy of sections of the survey tool are available If you would 
like further Information about the hospital survey. 

In addition, the American Hospital Association now offers a 
"turn key" consulting product for Implementing CAM services In 
the hospital setting. 
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Community Hospitals Offering Complementary Medicine Sor/ices 
By Census Region and Bed Size, 1998 and 1999 

Region 
Percent 

Region 1998 1999 Chanae 
New England 30 41 36.7% 
Middle Atlantic 65 86 32.3% 
South Atlantic 53 57 7.5% 
East North Central 92 120 30.4% 
East South Central 12 15 25.0% 
West North Central 37 69 86.5% 
West South Central 27 30 11.1% 
Mountain 13 26 100.0% 
Pacific 23 31 34.8% 
US total 352 475 34.9% 

Percent 
Number of Beds 1998 1999 Chanae 
Under 25 5 8 60.0% 
25 to 49 30 47 56.7% 
50 to 99 42 48 14,3% 
100 to 199 78 105 34.6% 
200 to 299 60 90 50.0% 
300 to 399 42 67 59.5% 
400 to 499 28 35 25,0% 
500 or more 67 75 11,9% 
US total 352 475 34.9% 

SOURCE: Health Forum, 1998 & 1999 AHA Annual Survey of Hospitals 

These data include only hospital-based services as reported by responding 
community hospitals on the 1998 and 1999 Annual Surveys, 

Complementary medicine services include acupuncture, chiropractic, 
homeopathy, herbal medicine, massage therapy, etc. 
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AHA/Health Forum 
(202) 626-2284 
ddougallCgiaha.org 

Marcy Robinson 
Integrative Medicine 
(617)796-0812 
marcy.robinson(g),onemedicine.com 

PARTNERSHIP O F F E R S HOSPITALS T O O L S T O M E E T C O N S U M E R 
DEMAND 

F O R C O M P L E M E N T A R Y AND A L T E R N A T I V E M E D I C I N E 

SAN FRANCISCO (11/2/00) - The Health Fomm, a subsidiary of the American Hospital 
Association (AHA), today annoimced its collaboration with Integiative Medicine 
Communications to help hospitals meet the growing demand for complementary and altemative 
medicine services. 

The number of community hospitals offering these types of services jumped by one-third from 
1998 to 1999 - with more than 11 percent of hospitals utilizing services - according to the 
American Hospital Association (AHA) Sun,'ey of Hospitals, the results of which will be 
published later this year. 

Through fhe partnership, health care organizations that want to develop or expand CAM 
programs, centers or treatment options to patients can obtain resources to do so. 

"We are seeing a dramatic move toward complementary and alternative medicine because 
patients are asking for it," said Neil Jesuele, AHA executive vice president and president of 
Health Forum. "We are committed to responding to this demand by providing first-class 
services that support our members developing sound clinical and business practices in 
integrative medicine." 

Integrative Medicine's CEO Jan Bruce said, "This joint program is especially gratifying for us. 
Having always focused on providing information solutions that professionals recognize as the 
source of scientific information in this field, we feel that this initiative fmlher establishes our 

http://www.aha.org/info/releasedisplay.asp7passreleaseid-308 4/23/2001 
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position as the provider of choice for integrative medicine development." 

The services that will be made available to hospitals consist of four core components: 

• Integrative Medicine Business Advisory Services - An in-depth, continuous report 
program for health care professionals offering strategic planning and implementation 
solutions, financial guidelines, and complementary and altemative medicine feasibility 
case studies. 

• Professional Medical Tools - The scientifically researched and peer-reviewed 
information service on complementary and altemative medicine, which includes in-depth 
analysis of: treatment options, herbs and supplements, interactions and depletions, as well 
as modalities and practice guidelines. The tools are tailored to meet an institution's needs 
and are designed to help physicians make clinical decisions. 

• Interactive Consumer Education Services - Developed by independent health delivery 
and wellness experts, the education services provide the tools for consumers needing 
scientific information on complementary and altemative medicine. 

• Training and Educational Programming - Ongoing training and educational programs 
that enable organizations, in a seminar-based environment, to initiate or enhance business 
and clinical practices for complementary and altemafive medicine programs, clinics or 
treatment options. . 

"Tliis opportunity underscores Integrative Medicine's commitment to offer unbiased products 
and premier services tihat continually improve the delivery of health care," said Bmce. 

Health Forum's partnership with Integrative Medicine is one of several initiatives taken to help 
hospitals meet consumer demand for complementary and altemafive medicine services. Other 
Heahh Fomm efforts have included providing information on these services to hospitals 
through educational programs, conferences, Healtli Forum publications and manuals. 

The AHA is a not-for-profit association of health care provider organizations and individuals 
that are committed to the health improvement of their communities. The AHA is the national 
advocate for its members, which includes 5,000 hospitals, health care systems, networks, other 
providers of care and 37,000 individual members. Founded in 1898, the AHA provides 
education for health care leaders and is a source of information on health care issues and trends. 
For more information, visit the AHA Web site at www.aha.org. 

Health Forum is the enterprise created through the union of The Healthcare Forum and tlie 
American Hospital Association's publishing and data and information subsidiaries. Healtli 
Forum offers health care leaders access to new information and fresh ideas, which they can use 
to strengthen their organization's clinical and business performance. Its Web site is 
wvy_w.h_e_alihXQrurn 

Integrative Medicine (www.onemedicine.com) is an infomiation services company 
empowering healthcare professionals, consumers and executives to combine tlie best of 
conventional and alternative medicine for optimal healthcare. The Company delivers a suite of 
imbiased, science-based clinical information for professionals and consumers as well as 

http;//vvww.aha.org/info/releasedisplay.asp?passrelease,id=308 4/23/2001 
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unnvaled business intelligence and advisory services. The Company's primary focus is in four 
main areas: professional clinical information, consumer clmical information, professional 
ti-aimng, and the business and implementation of integrative medicine. The Company serves 
mdividual healthcare providers as well as large institutions, professional associations and 
information providers including HealthGate, the American Society of Healtii System 
Phamiacists, the American Academy of Physician's Assistants and Health Tmst AUiance. 
Integrative Medicine's products are not sponsored by any manufacturer and are peer reviewed 
by a 87-member board of health professionals. 
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Note to Commissioners: 

The following information on direct reimbursement for dental 
services was provided by the American Dental Association. 



DR I IVrPLEMENTATIONS 

2001 Results as of March 28, 2001: 
108 new DR plans 
25,225 covered employees 
59,127 covered lives 

2000 Year End Results: 
432 new DR plans 
60,538 covered employees 
141,901 covered lives 

Cumulative Totals: 
3256 total DR plans 
624,600 covered employees 
1,464,062 covered lives 



Direct Reimbursement is an innovative 
approach to self-funding employee dental 
benefits. It is strongly supported by the 
American Defttal Association as a cost-
effective way^o provide a dental plan 
for employees ihat gives them the freedom 
to choose their dentists. 

i i i r . sc i i i f i l l phi 

level ol hieiiel 

How it works 

O n e of lhe inoM :i i ir : iel ive lealiires of ri Di iec l 

Reinil:Hnseiiieiu cleiilal phin is ils s i r i ipl ic i i \ - ol" 

oper: i l ion. IJiuler ;i Direcl Keiinburseinenl CDIO 

plan, Ilie employee antl covered clependenls visil 

l l ie denlisi of Iheir choice, receive lhe necess:iry 

treaimeni and iisii:i | |y p:iy ihe deiilisrs hill direclly 

lo lhe dental olTice. The employee ilien presenis a 

paid receipl or oi l ier p roof of Irealniei i l lo lhe 

emplover or ils ih i rd-par iy adminislr.aior and is 

reimhiirsed lor all or pan of the expense, depend­

ing oi l llie plan design. 

. / j cne l i i s are slaled as a in. iximiir i i dollar liniii per 

year per eligible mdivKkial, or a pereenlage lliereof. 

Keimfiursemenl is based on dcillar e.xpendiliires 

ralher l l ia i i on irealmenl recened. Unlike conveii-

lional plans, ihere are U pically no c.xclnsions .and 

lew il an\ liiiiilalions on specific lieaimenls. 

6 n l i k e medical cosis, denial cosis are low enrni^li 

lor lhe employees lo parlicip.ale in llie cosi of ireal­

menl, .and lo make sure lhal ilie work is .s.atislaclory. 

In oiher words, wi i l i Direcl Keimbursemeiit, lhe plan 

sponsor e.xpecis lhe employees lo be responsible 

tor lhe besi use o f ihe benefii dollars available. 

Addil ional ly, employees are involved in lhe cosi 

conlainmcnl process ihrongh cosl-sliaiing provisions 

such as annual ma.ximiiins aiKl Co-paynieiils. 

• employees only or employees and dependents 

• co-paymenl provisions 

• aniui.al Ix.aiefil ma.xiinums (individual or lamily) 

• immediaie l.ienefiis or .a wailing period lor eligibiliiy 

.-Several examples of po.ssible Direcl Reimfnirsemenl 

benelil designs illiislr.ile ihis fle.xifiiliiy: 

i ' I , A N ,\ 

l(JO% of the firsl ,$100 of denial expenses 

80% of lhe next ,$500 

30% <")f lhe nexl $2,000 

icial annnal niaxiniLim lienefil of $1,300 per individual ' 

I ' I , A N l i 

100% of Ihe hrsi $ 100 of denial expenses 

W)% of lhe nexl $250 

50% of lhe next $2,000 

loial annii.al maximLim benefii of $ I ,:-)00 per individual' 

100% of Ihe hi-sl $ 100 of denial expenses 

80'"l-;, of llic I,CXI $3(10 

50'K) of lhe ni.:xi $ 1,000 

if ' ial annri.al m,iximiim lienefil of $ 1,000 per individual ' 

1' 1. A N 1) 

50% of $1,000 of denial expenses 

lol.al annual maxiiniim l.ienefil of $500 per individnaf 

. /he varialions on lhe concepl are l imiied only by 

lhe degree ol financial commilmenl lhe employer is 

prepared lo make. An employer may begin ils plan 

l:>y o l le r ing a conseivalive . iniui . i l maxinuim. Alier 

analyzing a few years' expericaice wi ih ihe plan, lhe 

employer may revise lhe benefii levels. 



DIRECT 
REIMBURSEMENT 

An Introduction 

4 

Dental 
Benefits Plan 

for 

Smart Companies 



sgiK'SJl̂ ffieiyf̂ îvS :̂ ... 

Direct Reimbursement (Dll) i.s an 

Innovative approacti to self-fund 

ing a company's dental plan. 

DR is .strongly supported by the 

Ajiicrican Dental Association and 

many benefits professionals as a 

simple, cost effective way to pro­

vide a dental plan for employees — 

one that gives them complete 

freedom to choose their dentists. 

In this brochure, you'll fintl the most 

common questions employers raise 

regarding Direct Reimbursement 

dental plans. Once you've read the 

material, we think you'll agree that 

Direct Reimbursement is the dental 

benefits plan for smart companies. 

i l i i i i l i S i iS^^ 



First Questions 

W h a t is Direct Reimbursement? 

Direct Reimbursement (DR) is a 

simple, cost-effective dental plan 

that guarantees you the following 

impoitant benefits; 

• No premiums. Instead, you 

pay when actual treatment 

is received. 

• Virtually all of the money spent 

goes toward dental treatment — 

7-iot to extraneous overhead or 

administration. 

Employees are free to visit any 

dentists they chocse, including 

their current dentists. 

Potential cost savings, decreased 

employee complaints about plan 

restrictions and ease of adminis­

tration — all froin a dental 

benefits concept so simple 

you won't believe you never 

thought of it yourself 



DIRECT 
R£IMbUR.SEMENT 

How does Direct 

Reimbursement work? 

l l i i d e i :i Direcl ReiiTibiir.senient plan, 

l l ie employee and covered dependents 

visil Ihc denti.st of l l ic i r choice, receive 

lhe necessary i reatnicnl and typical ly 

pay the dentisl's bi l l directly to lhe denial 

o f f i ce The employee then pre.5enis a 

paid leceipl or p roof of treatment lo 

his/her employer or lo the TPA ( t l i i rd -

|): i i ly .-idmini,";iralor) who adminislers the 

plan, and the employee is reimbursed 

accoiding lo lhe slraighl-forward plan 

design. Plan designs are selected by 

companies ijased on itieir budgets 

and therefore vary accordingly. 

H o w is D R unlike o t h e r 

denta l plans? 

With DR, benefits are ba.sed on dollars 

spent on denial care rather than on type 

o f treatinent received. This eliminates 

delailed claims reviews and hassles about 

whal is covered and what isn't. Unlike 

some dental plans, DR Frees patients to 

plan treatment w i th their dentists alone. 

The ADA promotes DR as part of its 

cont inu ing effor t to see that patients 

arc free lo select any dentist for care, 

including their current denlLsl. 

I'm looking for a plan that allows 

m e to control costs within my 

budget. Is D R flexible in this way? 

Yes. The tielails o f a Direcl 

Reimbursement plan may vaiy 

depending on the level o f benefi ts 

the employer wishes lo provide. Some 

of the opt ions to be considered in 

designing the plan include: 

• em| >loyees only or employees 

and dependents 

• co-payment provisions 

• annual benefit maximums 

(individual or fami ly) 

• immediaie benefits or a wa i l ing 

pei iod \o\ eligil.iiliiy 

.Several examples ol possible Direct 

Reimbursement benefit designs illustrate 

this l lexi l i i l i ty: 

Example A 

100% of the first $100 of dental expenses 
80% of the next $S00 
S0% of the next $2,000 

Maximum Annual Benefits Paid:$l,S00^ 

Example B 

100% of the first $100 of dental expenses 
80% of the next $250 
50% of the next $2,000 

Maximum Annual Benefits Paid: $1,300* 

Example C 

100% of the first $100 of dental expenses 
80% of the next $500 
50% of the next $1,000 

Maximum Annual Benefit Paid: $ 1,000* 

Example D 

50% of $1,000 of dental expenses 

Maximum Annual Benefits Paid: $500* 

' lliesc tolais can rnlm'scril cithur an 
irulivifiual or a family mcixirnum. 

H t-'int Qurstinn.-. 



The var ia l ions on Ihc concepl are 

l imi ted only by the degree of hnancial 

con imi tmenl the employer is prepared 

10 make. An employer may initially want 

to offer a conservative annual max imum 

After analyzing a few years' experience 

wi th the plan, the employer may choose 

to enhance the benefi i levels 

By el iminat ing exclusions and limitations 

on treatment, DR a l lows patients the 

freedom to plan the appropriate treatment 

w i t h Iheir dentist w i th no inierference 

f rom a th i rd-par ly payer or insurance 

company At the same t ime, DR al lows 

employers to ultimately cofitrol costs by 

the plan design and annual max imum. 

H o w do I design a D R plan? 

Your benef i ts consultant or broker 

may have in formal ion lor you to use 

when designing a DR plan In addi t ion, 

American Denial As.sociation st. i l l , and 

in some cases, stale or local dental 

society staff, all are available to a.ssisi you 

Wil l i any questions or concerns you may 

have. Ofcour.se, your attorney, benelits 

consultant or CRA should review the 

plan to make suie it complies wi th all 

applicable laws 

W i l l D i r e c t R e i m b u r s e m e n t w o r k 

for c o m p a n i e s of any size? 

Yes. Both large and small employers 

have instituted Direct Kcimbuisemeni 

programs to assist employees With 

Direcl Reimbursement, an employer can 

indiv idual ize the plan to suit the needs 

of the employees wh i le creating the 

max i im im benefit piovisions lo satisly 

the company's hnancial goals 

D o employees like D i rec t 

R e i m b u r s e m e n t ? 

Yes. Direct Reimbursement offers signif­

icant advantages to employees, w h o 

appreciate the fo l lowing benehis: 

• DR al lows employees to receive treat-

menl f rom the dentists of their choice. 

• Wi th DR, employees can easily calcu­

late, in advance, what their share of 

their denial expense wi l l be. 

• Employees receive benefits for all 

types of dental needs, not l imited 

to Insurance j i lan restrictions. 

( Traditional forms of dental benefits 

plans may discriminate ba.sed on age 

by covering f u l l y the needs of young 

employees and covering only par t ia l ly 

the needs of older employees. DK 

covers all procedures — from cleanings 

to prosthodonilcs to periodontics — 

equally.) 

D i r e c t R e i m b u r s e m e n t p lans t y p i ­

ca l ly r e q u i r e t h a t t h e p a t i e n t m u s t 

pay t h e fu l l b i l l " u p f r o n t " b e f o r e 

r e c e i v i n g r e i m b u r s e m e n t f r o m t h e 

e m p l o y e r D o e s t h e p o l i c y cause 

e m p l o y e e s t o p u t o f f n e e d e d 

d e n t a l t r e a t m e n t ? 

Currenl available dala on f j i rect 

Reimbursemem indicate lhal uti l ization 

of I5irect Reimbursement dental plans 

does not differ significantly f rom lhat 

seen wi th other types of plans. However, 

if "up front" payments do pie.sent a prob­

lem for some patients, the f lexibi l i ty of 

a DR plan design may al low employers 

to establish reimbursement mechanisms 

to counter the situation I he design of 

a Direct Reimbursement plan should be 

adapted to the needs of the employer 

and the patient. 



I'or example, II crctl i l cartl payments 

are accepted by a ilentist, and reim­

bursement IS prompt, the patient may 

charge dental sen-Ices anri receive the 

reimbursement belore the credit card 

payment is due. hi some instances, 

patients may establish a deferred 

payment plan w i th the dentist. 

Also, If the employer chooses, reim-

f iurscmenl to the patient c:in l)e made 

upon t l ie prescnt;ili>.)n of proof ol 

treatment, rather than proof ol payment. 

Some companies arrange for an "aulho-

rization o f payment" (or "a.ssignmeiit of 

benefi t") directly lo the dentist In these 

ways, the up-front payment c:in be 

greatly reduced or :i\'C>ieied :ilKj,gclhei". 

An added advantage of IJirect 

Reiinbuiscment Is that if the employee 

does l iave to p.'iy the ilentist pric^r to 

reimbursement, the employee can know, 

in adv:uice, exactly what the fin.il out-

of-pocket expense wall be. (Under plans 

which pay the benehi based on "usual 

and customary" or on a tee schedule 

l.iasis, the Hnal calculated amount of 

bcneht may not be knowai in advance.) 

Again, as long as employee reimburse­

ments are prompt . u|.i hont payment 

by the patient probal.ily won' t be a 

problem in the Orst place 

D i r e c t R e i m b u r s e m e n t p lans 

d o n o t have usua l a n d c u s t o m a r y 

o r f ee s c h e d u l e l i m i t s . H o w w i l l 

I c o n t r o l m y cos ts w i t h o u t t h e s e 

m e c h a n i s m s in place? 

l.lsiial, cvistomaiy :ind reasonable (UCR) 

lee deier inlnai ir jns, .and fee schedules, 

have l)een csiabllslied by Insurance 

companies to determine p:iymenl limits 

lor dental benefits. These cor i l io ls were 

considered to be necessary lo limit the 

Insurer's exposure to los.ses. This system 

was already used w i th medica l insur­

ance, so the system was extendo:d lo 

denial plans. 

Dental plans based on UCR determina­

tions or lee schedules typical ly Insulate 

patients from rlental costs. Ccinsequenily, 

the patient may li.ive l i l i l c awareness 

of or in\ 'o lvemei i l in the direct payment 

of dental costs. On the other hand. 

Direct Relmbuisement enhances patient 

involvement and awareness of dental 

costs and payment, l he patient w i l l 

determine wheilK:r the cli.irges made 

lor denial i realmenl received are rea­

sonable. Patients become involved in 

the plan by their par t ic ipat ion w i th 

co-payments, annual maximums and, 

when lequ i ie t l , "up l i on t " payment 

c>f the COSIS of treatment. 

Direct Rt:inibui"sement benefits are 

ci ipressed in terms L̂ f do l lars only. 

This me:ins that the dentisl 's charges 

are impori. int to an employee, since the 

plan design encourages the employee 

to iii.ake the most ef f ic ient use of the 

l;)enefil dol lars. Under Direct 

Reirnbuisement, patients h:ive the 

heef.lom to receive l ieatmeni I rom the 

demist w h o they feel w i l l g ive them 

the besi value for their dental benefit 

al lowance. 

Q l-'tn;! (l//('.s7rr)77.^ 



Cost & Funding Questions 

It' ^ \ tlic plan design (c g co-payments; 

iiito 

:uid 

fiSa ̂ paiimuiiS) is pro-

J^;j^j/.:itected ag|jnst dlsdietibriary-utiljzation 

' and wide quctiiatibns i i i benefit costs. 

transactional costs of administration 

^̂̂v̂  : pro 

gram has rici prcniiiini t;ix liability as 

do cbrivcntioiial insunince plans 

Finally, a decision to self administer the 

program rtiay greatly reduce die 

charges usually made by an insurance 

company for ovediead, such as market­

ing costs arid profit-and-ri.sk margins. 

Unlike convenliohal insured programs 

where the prcqilLtj^ rate is lrec|ucntly 

. dclcrminetl by t l ^ e ^ o l e d experience 

of niaiiy g i o u p s M e ; ^ ^ for a Direct 

Reimbursfem0jti-^rt>gr<>^ is based only 

on the c«,iiVp#^y?S^?*i|i^^^ P'"* 

applicahie ri'A Or1ieiie«|^-onsuiiant 
•,V:-. Sft^ 

fees, if any In addition, eifif |pyer funds 

that arc typically held in, r ^ i p ' e and 

invested by a third party'are-tteld and 

invested by Ihe employer tp generate 

additional interest income ' w h i ^ . . 
may be applied against the cWs,t 6^^^ 

the program. 

Brokers, benefits consultants, the 

M M and/or your local dental society 

can recommend options for develop­

ing an administrative system, if your 

company does not already have one. 

In a small company, DR administration 

may simply take the form of a spread-

shcei prognim. nie ADA makes available 

information about Direct Reiral^iirsement 

administrative software programs that 

will -assist companies widi this function. 

Moreover, the employer may elect to 

have a third-party administrator (I'PA) 

maiiage the 

plan AXaie,thfĉ ^̂  

W \ td s^if^iidituais^ 

Perhaps the most cicarly discemible v ^ 

savings to die employer iSKfi,thC:tnin% 

mal adtnmistrative costs of a Direct 

''^^^ei|ip^thit^itfR^^ 

Rciiiibiirsement plan Tlie siniphfica J 

tion ot claim forms and other c x t t ^ e t 

Otis paperwork reduces much of the 

&:^^:mif'^i:p^:i 

v..;-;i;-;,:v.vî «'>. .^ni"'""''. v -dsmmimmiimst "fWSi 

IIMMS-::::"^ 



How can I estimate how much 
a plan will cost? 
Hec.iuse ]5ireci Keimbuisement is a 

selt'-hindiiig strategy, costs will vary 

from month to month. There ate no 

monthly premiums. Therefore, an 

employer incurs no expense until an 

employee receives dental treatment 

and rec|ucsts reimbursemem. 

Although it is impossible to slate 

an exact monthly cost for a Direct 

Reimbursement plan, dental expcn.ses 

ate quite predictable l he ADA and 

many state rlent;il societies offer cost 

estimates to companies iipcm ref|uest. 

Through a formula (lesigned by a 

national actuarial hrm, trained associa­

tion siafl can help comp:inies to closely 

estimate the cost of a DR plan, based on 

simple data supplied by the coinp:iny. 

Your broker, benehis consultant, the 

ADA and many state dental societies are 

available K.) provide DR cost estimates 

to employ(jis upon re(|uest 

Should employees contribute 
to plan cost? 

This Is up to tlie iiitlivldu.il lanployer. 

However, it should be kept in miiKl that 

by viitue of the plan design, employees 

do conlril)Ule by sharing the cost of 

treatment. Most people do not incur 

c'xiensive dental costs in a given year, 

so a signUicant tegular payroll deduc­

tion could easily exceed iheir annual 

routine expenses. 

If a company designs a plan for 
250 individuals with an annual 
maximum of $ 1,000, will it 
spend the full $250,000? 

I his is highly unlikely. While that is the 

iiriximum polenlial cost of the program, 

il is not al all close lo lhe actu:il experi­

ence of any Direct Reimbursement 

denial plan known lo lhe American 

Dental A.ssociation. Plans do not reach 

their maximuiTi potential for scver.il 

reasons. First, as a national average, 

.ipproxinialely '10-'15% of all people 

with dental benefii coverage do not 

receive any dental Ireatmcnl in any 

given year. Second, of ihose who do 

receive treaimeni, most iiicni dental 

costs of less than $200 a ye.ic Iranployers 

who are especially concerned about 

the risk of self-funding can explore 

purchasing stop-loss insuiance to 

cover ttie risk of excessive claims. 

Without monitoring by a third 
party payer or insurance company, 
does Direct Reimbursement 
increase the possibility of fraud 
on the part of the dentist and 
employee? 

Documenlcd c.i.ses of fraud in dental 

benehis plans .ire exirciiiely rare 

Neveilheless, the exist sharing asfiecl of 

Direct Keinibursemeiii plans is impor­

tant because ii helps conirol :ibuse by 

l)Otli patient and demist. The use of a 

claim lorm wiih boili the dentist's and 

the emplciyec's signatnre also helps lo 

assure a valid claim. 

II an emi.iloyer is especially concerned 

about fraud, it may elect to jieriodically 

verify claims and notify em|.iloyees lhat 

falsified claims may be grounds for dis-

cipliiiaiy action. l-r:iud on the part of 

the dentisi may result in loss of license 

to piactice and/or prosecution. In addi­

tion, a TPA or benehis consultant can 

serve this hinction by monitoring usage 

and patterns among employees, as part 

ol its normal adiiiinistraiive ser\'ices. 

n rro.v; iS /•'unilni,t> Questions 



A dm I n istra ti ve Questio ns 

By/rethQving iriany of the .con 
'. ':\:'i"/':U;'" • • '" ,'•".: ••':.•;?'••::•••:!••••;•'>-• .'I'.•-•v 
administratiye features associated wi th siiirunary plan doctltpenUjitaaysi^^^^ 

'.tWrdjt^ari^^^^^ 

benefits eortsultants^oribrblcers^vii; 

most dental plans (e.g. detailed claim 

forms and .service limits and exclu-

; sions), a Direct Reimbursement (DR) 

plan Is well-suited lo employer self 

adiniriisiration or to a third party 

administrator (TPA). 

Tlie only routine administrative actions 

are: 1) verifying patient eligibility; 

2) calculating the benefit reimburse­

ment; 3) issuing the reimbursement 

check; 4) maintaining records of 

amounts paid to each employee; and 

5) educating employees about DR. 

W h e r e do I go to f ind a TPA? 

Seek out a company th:il specializes 

in benefits plans, hi addition to your 

broker or benefits consultant, the ADA 

and your slate or local dental society 

inay be able lo assist you in identifying 

.some of the third-party administrators in 

your area who administer DR plans for 

cornpanics similar to yours. 

511 
As wi th all types of heiiefitSvplSnsî ^̂ ^̂  

an employer may cohsidfer-reSi^^ 

die services of an c x p c r i c h t c i l j t > ^ S e f i ^ ^ ^ ^ ^ ^ ^ ^ 

consultant in order to estabhsh an 

appropriate plan design and effective i ''-p|-V^ 

administrative procedures.The employ . ' ' 

er may also elect to have their current; ;'..r;'|;:^!>::;:;;f^^;^ 

'IPA administer the DR plan. 

;':;̂ ;̂ 'ffi 

plan. Aside from the costs associated ' Vy îSî ;i!!iiMif̂  

with employee communications,:; •. !:;̂ <f5?.'V;;̂ '!:vijiv@{î ^ 

administi^ation may be simply a smalL'Jr ' ' 

portion of each day's clericaf fnn'cficfri^,; 

rather tlian a specific indiyiduai'.s.;ior;||î :,|î ^^^ 

department's fullrtiine c6nceiTii.V^3|,>£^^^ 

Even i f adminis t ra t ion o f a Direc t 

Reirr ibi i rsemeht plan is done in -

hdiise. ai'en't there s t i l l costs, 

iriydlyed?,; 

-̂ lillipre. are'a^^ co.Sts inyolvcd ••.; :iiai 



Direct Reimbursement puts 
employers directly in contact w i th 
the claims process. Doesn't this 
also put t hem in the uncomfor t ­
able position of being responsible 
fo r claim review or denial? 
Yes, but that i^ositlon should not 
be uncomforl.able under a Direct 
Reimbursement program. The only 
reasons lor claim denial would be in a 
case where the employee was not eligi­
ble for the benefit or had reached the 
maximum benefit p:iymeni, or If the 
claim appe:iietl lo be fraudulent. In 
the hist Iwo cases, the b:isis for denial 
could be easily documented, and would 
not be a problem for the employer. In 
the case of fraud, ihe employer will 
need to be closely iiivcilve<l since such 
deception may be grounds foi discipli 
nary action. 

The other side of the employer involve­
ment with the claims process is that the 
employees receive the benefii In the 
form ol a check paid direclly froiTi the 
employer. This hel|")S the employees to 
realize that the beiieni Is real money, 
paid f)v the company they work lor, to 
assist in i):iyment lor their dental care. 

of the conlribuiing employee's he.ilih, 
dental ;iiid/or other allowable expenses 
for the upcoming year lhal are other­
wise not covered or reimburserl under 
other plans The employee determines 
the amouni lo be deducted from his/her 
gro.ss wages each pay period. A conser­
vative estimate of these expenses may be 
advised since funds which are deposited 
in the \'SA but not spent in a given year 
arc forfeited, ;iccording to the IRS code. 

Under a Direct Relmbuisement plan, the 
employer wcjuld reinibur.se the employ­
ee the portion delermined by the design 
of the plan. The employee could then 
be reimbursed for the balance from the 
funds in the FSA This results in the 
employee being able lo pay for lliese 
expenses with i:ire-iax income. 

An additional lienefil of this ai rangeineiil 
is lhat the employer and employee each 
experience tax savings on the money in 
the fund, limployees do not pay Income 
tax on the contributed amounts, :ind 
since the funds do not riualily as income, 
the employer is not responsible lor pay­
ing wage sensllivc taxes (e.g. PICA and 
FUTA) on the amcxint set aside. 

Can Direct Reimbursement work 
with flexible spending accounts? 
Yes. Section 125 of the IRS code permits 
employers lo establish a plan under 
wliicfi employees can elect to sel aside 
a portion of iheir salaries or wages by 
designating a specific amount ol their 
pre-tax dollars to be deposited Into a 
fund. I'hese funds are called fiexible 
spending accounts (I SAs). F.ach individual 
hind is then used h^r reimbursement 

I'.niployeis interested In setting up an 
I'SA should contact an attorney or oilier 
benefits profession.il familiar with IRS 
Secticin 123 rej.',iilations. Many TPAs 
also offer Section 125 sen.'lces. 

Q ,'\dminislralii;ij Qttrslions 



This brochure is intended to 

address the most common ques­

tions yon may have regarding DR, 

as well as its benefits to employers 

and employees. For additional infor­

mation on how to implement and 

administer a DK plan yourself, or 

for an acmarial cost projection for a 

Direct Reimbursement dental plan, 

please feel free to contact ADA staff 

at 1-800-232-7698 
You may also contact your local 

dental society, benefits consultant 

or broker. 



Buyer's Guide 
to Dental Benefits 

Since 1986, the American Dental Association's 

Council on Dental Benefit Programs has 

operated the Purchaser Information Service, 

which offers free information to employers 

and benefits professionals. 

This brochure is intended to educate readers 

about the variety of dental plan types in the 

:• "i market, in order to ensure that high-quality 

and affordable dental care is available to you. 

It offers specific questions for you to ask before 

changing or selecting a new dental plan. It 

also will help you to determine who should be 

covered under your plan, and how coordination 

of benefits should be determined. Near the end, 

a glossary of terms is provided. Finally, you will 

be encouraged to utilize the ADA's Plan Analysis 

Service, which provides a review of your current 

or proposed plan at no charge. 

If you have further questions, please contact 

your broker, benefits professional, state dental 

society or the Purchaser Information Service 

directly at 312-440-2746. 



Why Offer a 
Dental Benefit? 
Offering a dental benefits plan makes economic 

sense. A frequently overlooked reason for 

employee absences or poor work performance 

is dental disease or discomfort. And as every 

human resources professional knows, days lost 

can mean money lost. 

In addition to promoting oral health, a quality 

dental benefits plan can aid in the recruitment 

and retention of employees. Dental benefits are 

consistently cited as one of the most sought 

after employee benefits. 

The Difference between Metlical anil 
Dental Neeils antl Treatments 

l-oriunaiely, offeri i iy a tleni;il bencrfils plan to eni|:)loyee5 

cnii be alloril. ible. 

Due to the dental profession's promotion of lluoricie, 
sealants and other preventive dental care, oral health in 
America has generally improved. According to data 
provided by the U S. Department of Labor's Buteau of 
Labor Statistics, the cost i:)f dental treatment has risen 
significanily less than lhe cost of medical treatment In 
lhe \xisi few decades. In addit ion, dental needs and 
trealmenls diflet \ro\n meclical needs and treatinenls. The 
|:)Oinis below illusitaie tlie differences between tlie two: 

MOST MEDICAL NEEDS MOST DENTAL MEEDS 
AND TREATMENTS ARE: AND TREATMENTS ARE: 

Unpredictable Predictable 

C:.-iiastio|ihic Non-catastrophic 

l-li,i4h cost Low cost 

All insurable risk Low risk 

As .such, the design ol a denial plan can di l ler from 
thai ol a meclical plan. Denial disease is most often 
preventable; wi t l i ihe exception of damage due to an 
accidenl, dental treatment begins v\'ith relatively Icjw-cost 
cliagnosiic procedures, such as exams and x-rays. If 
decay or disease is delected, ihe sooner it is treated, the 
less expensive thai irealmenl wi l l be. The dental needs 
of an employee grcmp are highly predictable. For this 
reason, a dental benefits plan can cilten Lie self-fundecl. 
Extremes in cost and util ization (evident in many medical 
lienefits) ate rarely observed -w ii l i dental statistics. 

In summary, when deciding wheihet to self-fund ot fuliy-
iiistiie a denial benefit plan, rememfier the fol lowing 

important points: 

a Dental disease is preventable. 
•' l:atly detection and irealmenl of dental disease is 

most elficient and leasl cosily. 
-•' l he need for dental c u e is universal and ongoing 

ralher i l ian e|:iisodic. 
Lhe public's need foi' dental care is highly predictable, 
l he dental needs ol inciividuals wi l l i ln a specific 
.yrotip, however, may vaiy consitler.ilily. 



Before Selecting or Changing Your Dental Plan 

Before selecting or changing a denial plan, iltere are 
some imponant things to consider. Some p\:\ns recinire 
palienis lo chcjose a denii.st from a limited list of dentists. 
Clioosing from a li.st is not the same thing as freedom of 
choice. If your dentist is not on such a lisi, don't hesitate 
to ask why he or she has elected not lo participate. 

Dental plans are typically business ariangenienis between 
an insurance company and an emjiiloyer. Most plans are 
designed to pay only a portion of your dental expenses, 
llowever, dental plans may exclude or discourage certain 
irealments, such as dental sealants, which can prevent 
looih decay and save you money later on. Carefully read 
lhe plan and know its limitations. If a plan doesn't cover 
a procedure that is recommended by your dentisi, ihis 
does not mean thai lhe treatment isn't appropriate or 
needed. 

Also, .some plans do not cover pre-existing c(.)ndiiic)ns, 
such as missing leeih. Olhers rnay not cover dental 
iinpl.inls, specialist referrals and other denial needs. 
Even when you and youi dentisi agree on lhe appropri­
ate irealmenl ineihrxl lor your condition, the contiaci 
provision of the dental plan may only pay a portion, or 
pay only for the leasl expensive aliern.itive irealmenl 
(LEAL) as delermined by the insurance company. 

Denial plans may u.se the terms "usual, cusiomary and 
reasonable" (UCR) lo determine the portion of the dental 
treatment fee they will pay. UCR reimbursement levels 
ate determined by diffeient methods by the dent.al plan 
administrators. I'hey may vary a great deal among plans -
even when those |)lans operate in the same area. 

Lhe fee the insurance company determines to be 
"customary" may be very low compared to the area's 
average professional fee for lhe same .services. Lhe plans 
then generally pay a certain percentage of the UCR level. 
The patient may then be required lo \y,\y a greater 
portion of the treatment costs. 

Ask yourself the following c|uesiions before selecting a 
new plan: 

" Will employees retain the freedom to choo.se their 
own dentists-' 

f Is the type of tieainient delermined by the patient and 
the dentist? 

- Does the plan cover eliagnoslic, preveniive and 
emergency services!' Will it cover preventive services 
such ;is seal.itils ;md fluoride ttealiiients, which may 
save- paticails money in the fiMnie? Will il pn)vide for 
regular denial ex.ims and cleaningsr' Will il pnivide 
lor tull-mijulh x-i:iys? 

Whal [ypc of lotiiine denial care is covered? Lioes the 
phn cover taowiis and bridges, braces, root canals, 
oral suigery and tieaimeni of periodontal diseases? 

»• What major denial care is covered? Does the plan 
cover deniiires, implants or treaimeni lor temporo­
mandibular disorders':* 

•i'' Will the plan allow for referrals to specialists? If so, 
will the dentisi be limiied to a list of specialists from 
which to choose? 

* How does llie plan provide for emergency treatment? 
What piovisions are made for emergency care when 
you are away from home' 

" If llie plan re(]uires monthly premiums, what percent­
age ol thai money goes to actual care and noi to 
overliead or administration' 

Dental health is a key factor to preserving one's general 
health. TVeatmeni decisions are made by the patient and 
the dentist. While denial benefit coverage should be 
taken inio account, it should not be the dficiding factor 
in determining your choice of treaimeni. 
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Direct Reimbursement 

Direct Keimbuisement (DK) is a .sell-hinded detil:il lienefits 
plan that reimlimrses |:iaiienis :iccordiiig to dolh.iis spcrii 
on dentiil care, not type of irealmenl received. It :illows 
the [.lalieiu com|.")lele treedom to choi.ise any dentist. 
Instead of p:iying monthly insur.'ince premiums, even for 
employees wlio don't use the dentist, em|.iloyeis |:iay a 
|)erceniage of actual Irealments received. Moiecjver, 
employers are removed from tfie potential responsibility 
ol influencing treaimeni decisions due lo plan seleciion 
or sponsorship. DK is the ADA's preferred meihod of 
financing dental tiealmenl 

Llie design cit the I.;K plan is selected by lhe employer 
to fit the empkiyei's luidgei, and can iherelore v;iry widely 
:imong companies. t~or example, one plan may reimliurse 
lOO'Ki of Ihe first $200 of dental expenses and 80% of lhe 
next ,$1,000, resulting in a loi.il annual maximum Lienefil 
of .$1,000 per covered individual. Another cc)m[);iny m:iy 
leimbiirse 75% of the firsi $1,000 of denial ex|.ieiises, 
resulling in a total annii;il maximum benefii of $750 per 
covered individual. Lhe totals can l.ie individual or lamily 
maximums. 

The ADA, :is v\ell as stale denial societies, brokers ane 
benelits txinsiill.inls, can assisl a company in eslimaling 
flow dillereni designs will affect costs. Lo utilize iliis 
service, c:ill the ADA al 800-232-1890. 

II you are considering a Direct f<eimbursetnent dental 
plan, the following qtiesuons should be addressed: 

• What co-payments and annual maximum should be 
established' 

o Will the plan be administered in-house or by a ihird 
party? 

o Whal records will be useful lo keep' 
• Whal pereenlage oi the cost will go toward 

administration? (Experience shows lhat between 
5% .and lO'Hi of tlie money spent cm DR will go to 
adminisiiation.) 

• Whal safeguards and educational |:irograms are in 
place lo ensure thai employees use their dental dollars 
wiselv? 

Indemnity 

An irid&nnily plan is a fully insured or self-insuied plan 
where an assigned payment is provided for specihc 
services, regardless of the actual charges made tiy ilie 
|.irovider. Payment may be made to enrollees or, hy 
assignmeni, diiecily to dentists. 

Usual, Customary and Reasonable (UCR) indemniiy 
plans usually allow patients to go to ll ie dentists of I heir 
choice. Tfiese plans pay a set percentage of the dentisl's 
fee or lhe plan administrator's "reasonaljle" or "cusiom-
aiy" fee limit, whichever is less. These limits are the 
result of a contract between the plan purchaser and 
the iliird-paiiy |:)ayer. Alifiougfi ihese limils are called 
"customary," iliey may or may not accurately refleci the 
fees lhat aiea dentists charge. There is wide nuctuaiion 
and no regulation on how a plan determines lhe "ciistom-
aty" fee level. 

II the plan purchaser is reviewing ;in indemnity dental 
plan with a UCR .scliecliile. lhe following :ue points to 
consider: 

o What data has been used to establish the UCK lee 
levels? I low ohcn are lhe fee levels ujidated? 

o At wli:ii |:iercentile is paymenl made' Eor what 
percenl.-ige of claims in the last year has tlie jilan 
denied patients covt'iage fcir :i p:irl of iheir demist s 
clunges hcc:iuse ol lhe customary" lee screen? 

e Wfi:it |.iercentage of tfie i:)remium is used for 
administration and not for dental cai'e? 

Table of Alloii;ance (sometimes called "schedule of 
•allowance") indemnity [irognims determine a list of 
covered services wiih an assigned dollar rimouni. That 
dollar amouni represenis jusi how mucit the plan will 
liiay tor iliose services ifiat are covered. Most otien, it 
does not represent the deniist's full charge for those 
services 'Lhe patient usually pays lhe ditference. 

If .1 plan calculates benehis according to a table of 
allciwances, the purcli.-iser should consider the following: 

• What is the difference between the allowed coverage 
and a lypical deniist's fee for the listed procedures? 
Whal is the level of benehLs' 

• Whal i.irovisions ate in the plan for adjusting the table 
for inllaiion and changes in dental procedures? 

• Wh:it |.in:ivisions are in place for determining coveiage 
tor necessaiy prcicedujes that aie noi included in the 
I able' 

o Is tlie letmincilogy in the table i:onsisient witli the 
ADA'S Ciin-enl Dental Terminolog): guide' 
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Preferted Provider Organization 
I'relerred I'rovider Organization (PFO) progr;ims are |ilrms 
tinder wfi ich patients select a demist hom a network or 
list ot providers who have agreed, by c:oniiaci, to discouni 
their tees. In l'i'(3s that allow p:itienls to receive: treaimeni 
hom a non-[ianici|>aiing dentist, patients wil l be pen.ilized 
\vilh higher dedutitil.iles and co-payments. I'POs can fie 
fully insured or .self-insured. PPOs are usually less expen­
sive titan comparable indemniry plans and are regulated 
under the appropriate insurance statutes in the insuiance 
company's stale of domicile and operation. 

When reviewing a PPCJ dental plan, the plan purcha.ser 
should consider the fol lowing: 

o What perceni.ige of lhe premium is used for 
administration' 

» Will the amount of the discount inlltience patients to 
change iheir demist' Will the amouni of the discount 
Ihe dentist is tequired to otter affect die number of 
treaimeni options for the plan's covered individuaLs? 

• What is the liability for the employer if the plan 
influences provider seleciion or treatment? 

• Whal are the criteria for selection of providers for the 
plan? Does it luive enough dentists under contract to 
adequately ser\'e the group' What is the geographic 
disi i ibui ion of patients to dentists' Does it provide fot 
specialist refertals' Are dentists l imiied to referring 
patients lo contracted specialists? 

• How does the program piovide for emergency 
treatment? What provisions are in the program for 
emergency care away from home? 

Dental Health Maintenance Organization / Capitation Plan 

L)enlal Health Maintenance Oiganiz.tl ion (DITMO) or 
capitation [ j f ins (lay conuacted denlisis a Hxed amouni 
(usually on a mconthly basis) jier enrolled family cir indi­
vidual, regardless of i i t i l i /ai icin. In ri::turn, the dentists 
agree lo provide specihc types of treaimeni lo lhe paiieni 
at no charge (for other treatments, a co-|)ayment is 
requited). Theoieiic.ally, tlie DITMO rewards demists who 
keep patients in good health, thereby keeping ccisis low. 
DMMO models lypically offer tlie least expensive dental 
plans. 

If the plan purchaser is reviewing a DITMO or capitation 
plan, the fol lowing factors should lie considered; 

• What percentage of the premium is used lor 
admini.slralion' 

• Does the cmplciyer have access to siilhcient inlbrmaticin 
to determine the level and amouni ot treatment 
received by v:n:\\ memfier ot the group? 

e Whal is the utilization rate lor patients in lliis piogram? 
What is the average wai l ing period lor an initial 
api iointment ' Whal is tlie :ivetage I'lericx;! between 
appointments? 

What is tlie dentist/patient ratio lor the program? 
What are the criteria lor selecting dentists to participate 
in the p iogram' What is the geographic distribution 
ot patients lo dentists? 

Whal is the lal io of demists accepted to the program 
lo tliose who applied to participate? Llow many 
dentists volunlarily withdrew from the program over 
the past two years? 

What is the capitated rate of compensation for the 
demists' Is it sufficient compensation for the needs 
of the coveted patient populaiion? What provisions 
are inade for dentists with unforeseen utilization or 
difficult cases' 

What are the benefits for patients requiring a 
speciali.st's care' How are specialfsis selected and 
compensated' Drjes the plan have adequate specialist 
participation? 

Llow does the program provide for emergency 
t ieatmem' What provisions ate in the program for 
emergency caie away from home? 



Lhe l o l l o w i i i g t w o p f i i i iN'pcs :ilsi:) :iiv: co 

in;iikc:t Those |:)l:m l y j i i ' s r : i rc l \ ' si:incl : i l one , hi)\ve\'ei", 

:nu l : i ic y c i i c i ; i l l v I c i i l i i n i l ;is :ispi.:cts c if cil lu'i" pL i i is . 

Discount / Referral Plans - : i ic arr:iM,i_',i;iiii.;iils in w h i c h 

e ]n | ) l oye is t l i i i i 'c l cm[ i loy ( .es to .1 l im i t ed n i i i i i b e r ol 

| ) iv)viders w h o l i : i \ c ag reed In cliscoi.i i i l l l i e i r n(">rm:il fees 

in e x c h a n g e Icjr ;i laigei" pa l i e i i l p o o l , f l ie re is no l e i m -

l . i i i rsemem to the pa l ie iu (n to the p rov ide r . A t h i r t l - p ; i i l y 

ma rke le i w i l l |.iack:ige a n d sell :i d i s c o u n i j i r r )or ;nn I'.ir a 

lee, in o r d e r to covt:r c i jsts ;incl [ j ro l i i s . 

Point of Serv ice Plans - arc : i i i a n g e m e n l s in w h i c h 

l ia t ien is w i t h :i i i i a i i ; i ged care t len ia l | i l an f iave the o p t i o 

i:>t s eek i ng t rea tment I r o m an " d u l - o f - n e l w c i r k " | . i rovider. 

T h e l e i m b u t s e m e n i for the pat ient is usual ly Liased o n 

a l o w table o f a l l owances , w i t h s ign i f i can t l y r e d u c e d 

bene f i i s i h . in if the pat ient had selected an " in n e t w o r k " 

p rov ic le r 

Coordination of Benefits 

(r.oordinal ic)n o f f ienents lakes j i lace w h e n a pat ient is 

en t i t l ed to benef i ts f r o m m o t e than r jne denta l p lan . Plan 

spo i i so i s s h o u l d Lie cert . i in lhat the p lan they select spec i 

ties its m e t l i o d for coord in .a i ing bene l i ts w i t h o ther p lans . 

In g e n e i a l , the fo l low in ,g ru les app l y : 

1. W h e n a |.i:itienl li.as cove rage u n d e r t w o or m o t e 

den ta l pl.ans, t l ie c:overage h o m those j i lar is s h o u l d b< 

cocirdinatecl sc) lha l lhe i i a i i e m tece ives the m a x i m u m 

a l l o w a f i l e bene l i l f ix im e. ic l i p l an . TTie aggregate 

l i e n e l i l s h o u l d be m o r e t han that o f f e r e d by any 

the p lans i n d i v i d u a l l y , but not such that l he pa t ien t 

tece ives m o r e than tf ie l o l a l charges fo r the den ta l 

sc:rvices rece ived . 

2. In coorclin:ii. in,g bene l i t s l i e t w e e n p lans w h e n i h e 

Ii(;:aling dent is t has a g i e e d to a con t rac tua l ce i l i ng 

in al le.ist o n e o l the p lans , the m . i x i m u m a l l o w e d 

I j . i yment s h o u l d hie d e l e r m i n e d by the p r ima ry p l a n . 

3. t he l o l l o w i i i g ru les s h o u l d a|;)|Dly in d e t e r m i n i n g 

w h i c h p l a n is p r i m a r y : 

a) T he pl.in covering the p.ilient cjtlier than as a 

dependent is the primaiy pl.iu. 

b) W h e n b o t h p lans c o v e r the ]3atient as a d e p e n d e n t 

c h i l d , l h e p lan o f the parent w h o s e b i r t hd : i y occurs 

lirst in a ca lenth i i year s h o u l d be cons ide red as 

l. ir imary. 

c) W h e n a de te rm ina t ion canno t be made in : iccotc lano 

w i t h the al.iove, the p\:\n that fi.is cove red the pa l i e i 

hi t the li. inger t ime s h o u l d be cons ide red as pr imary 

M) W h e n coverage ten a serv ice is ava i la f i le u n d e r a 

med i ca l j i l an .and a den ia l p l an , a n d a d e l e r m i n a t i o 

c:inni>l be m:idc: In :iccori_lance w i t h the a f i ove , t he 

med ica l [ i la i i s h o i i k l be c'Oiiside:i"t:d as p r im: i r y . 

iVli iK.' iiiliirni:itic in al.x.iut f:oi irdinalidii of l.icnetils c:in be 

rccc-ivi-(l by ci iiil:ic'ting ilk: ADA'S Pur(Ti:isi::r Intoi in.ati'" 

.Si.'rvic<.- :ii :',\2-iM)-27A6. 



Glossary 

The fol lowing is intended to proN'ide a (|uick reference 
tor terms relating tcj dental l.ieiieni plans which are not 
covered earlier in the booklet: 

Contract Dentist - A provider who agrees tci offer specified 
.services at specific levels ot leiml.iursemeni under the 
terms and conditions stipulated by tfie contract. 
Contract Term -The period of time, usually 12 months, for 
which a contract is written. 
Deductible - l he amount of dental ex|)ense for which the 
beneliciaiy is responsible before a third party wil l assume 
any liability for payment of Lienehts Lhe deckiciil.ile may 
be an annual or one-lime charge, and may vary from 
program to program. 

Eligibility Date - The date an individual and./or dependents 
become eligible for benelits under a dental benefits con­
tract. Often referred to as the "effective date." 
Exclusions - Dental services not covered under a dental 
benefit program. 

Fee Schedule - A list of the charges for specific dental 
procedures established or agreed to by a dentist. 
Flexible Spending Account (FSA) - Employee reimbursement 
account primarily funded wi th employee designated 
salary reductions. Funds are reimfiursed to employee 
for health care (medical and/t ir dental), dependent care, 
and/or legal expenses, and are considered a nontaxable 
Lienefil. 

Freedom of Choice - T he concepl that a patient has the 
right to citoose any licensed demist to deliver his or 
her oral health care without any type of coercion. 
Pre-authorizatlon/Pre-determlnation - Administrative proce­
dures lhat may require a demist lo submit a treatment 
plan to a thiicLpaity payer lor apptoval before treatment 
is begun. 

Premium - T he regular (typically monlhly) fee charged 
by third-paity insurers and used to fund the dental plaii. 
Reimbursement - Payment made by a third party to a bene­
ficiary, or to a dentist on behalf of the beneficiary, toward 
repayment of expenses incurred for a service covered by 
the contractual arrangement. 

Self-funding - A program for provicling employee benefits 
financed entirely through the employer, in place of pur­
chasing such coverage from a commercial carrier. 
Third Party Administrator (TPA) — An individual or company 
that processes and pays claims for self-funded dental 
plans. The TPA undertakes no financial risk for claims 
incurred. A TPA typically charges a fee for these ser\'ices. 
Utilization - The extent lo which the members of a 
covered group use a program over a slatecT period of 
time; specifically measured as a percentage determined 
liy dividing the number of covered individuals who 
submitted one or mcire claims by the total number of 
covered individuals. 


