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be n e f i t s as 0PM deems necessary or des i r a b l e . For 

example, immunizations f o r c h i l d r e n , mammography 

screenings, those kinds of thi n g s . 

Once contract n e g o t i a t i o n s are completed, 

consumers are given extensive b e n e f i t s i n f o r m a t i o n . 0PM 

publishes an FEHB guide each year. The i n d i v i d u a l health 

plans develop, i n conjunction w i t h us, plan brochures, 

which are d i s t r i b u t e d widely. And, f i n a l l y , our website 

at t h i s p o i n t i s a very important source of inf o r m a t i o n . 

10 I t not only includes the guide and the plan brochures, 

11 but also l i n k s to a decision support t o o l and has access 

12 to a l l kinds of in f o r m a t i o n t h a t i s useful i n helping our 

13 consumers make an informed choice. 

14 I n A p r i l of 2001, we issued our annual c a l l 

15 l e t t e r , which gives p o l i c y guidance t o the plans. We do 

16 t h i s every year. That p o l i c y guidance t e l l s the plans 

17 what we w i l l be looking f o r i n the n e g o t i a t i o n cycle f o r 

18 the f o l l o w i n g contract year. 

19 In t h a t c a l l l e t t e r , we stated, "Where there i s 

20 demonstrated medical e f f e c t i v e n e s s and consistent w i t h 

your o v e r a l l strategy f o r b e n e f i t design, we encourage 21 

22 you to consider services such as c h i r o p r a c t i c . 
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acupuncture, biofeedback, and others t h a t are being used 

i n c r e a s i n g l y f o r pain management and as a l t e r n a t i v e 

treatments. 

We d i d t h a t f o r a number of reasons. For one 

t h i n g , we have been hearing from our customers t h a t there 

i s increased i n t e r e s t i n coverage f o r a l t e r n a t i v e and 

complementary services. This program, the Federal 

Employees Health Benefits Program, i t i s considered the 

na t i o n a l model of a consumer choice program. So, we 

10 l i s t e n very c a r e f u l l y to what consumers t e l l us. To the 

1 1 degree t h a t t h e i r requests are reasonable and th a t they 

12 make sense, t h a t they are a f f o r d a b l e , t h a t they can be 

13 accommodated w i t h i n the s t a t u t o r y and reg u l a t o r y 

14 framework of the program, we encourage our c a r r i e r s to 

15 l i s t e n , as w e l l , to those consumer i n t e r e s t s and frame 

16 t h e i r b e n e f i t proposals accordingly. 

17 So, th a t i s what we d i d i n our c a l l l e t t e r t h i s 

18 year. This was the f i r s t time t h a t we s p e c i f i c a l l y 

19 addressed the issue of a l t e r n a t i v e and complementary 

20 medicine. 

21 Rates are set by n e g o t i a t i o n between 0PM and 

22 the c a r r i e r s . We have two d i f f e r e n t r a t i n g 
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methodologies. The f e e - f o r - s e r v i c e plans and a small 

number of the HMOs are what we c a l l experience rated. 

The vast m a j o r i t y of the HMOs are community rated. 

Regardless of the r a t i n g methodology, a l l the enrollees 

w i t h i n a plan pay the same premium. I t varies by s e l f 

only or s e l f and fami l y type of co n t r a c t , and some plans 

have both a high and a standard o p t i o n . But, wherever 

you l i v e i n the country, i f you are e n r o l l e d i n a fee-

9 f o r - s e r v i c e plan and whether you are an a c t i v e employee 

10 or a r e t i r e e , you w i l l pay the same premium f o r t h a t 

11 plan. The HMOs, of course, are geographically based. 

12 As I said e a r l i e r , the c o n t r i b u t i o n formula i s 

13 set i n s t a t u t e . We t y p i c a l l y r e f e r to i t as the f a i r -

14 share formula. I t consists of the weighted average of 

15 a l l the plans i n the program. We take the weighted 

16 average of a l l the plans and there i s a cap so th a t the 

17 c o n t r i b u t i o n to any given plan's premium cannot exceed 75 

18 percent. The government share i s then 72 percent of th a t 

19 weighted average premium. The balance i s paid by the 

20 employee or r e t i r e e , and the agencies a c t u a l l y c o l l e c t 

21 the premiums f o r us by p a y r o l l deduction and remit them 

22 to 0PM. We, i n t u r n , remit them to the c a r r i e r s . 
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Our c o n t r a c t i n g cycle goes l i k e t h i s : the 

annual time l i n e of our a c t i v i t i e s , February, March, we 

review and accept or deny new plan a p p l i c a t i o n s , and the 

program, by law, i s open at t h i s time only to HMOs. The 

way the s t a t u t e i s w r i t t e n , we can't admit new f e e - f o r -

service plans. We can readmit plans t h a t were once i n 

the program and then dropped out. 

June to August, we negotiate b e n e f i t s and rates 

f o r the next contract year. June to September, we 

10 c o l l a b o r a t e w i t h the c a r r i e r s on plan brochure language. 

11 November t o December, there i s a four to f i v e week annual 

12 open season period. 

13 0PM designs and c o n t r i b u t e s to the design of 

14 the guides and d i s t r i b u t e s the open-season guides. We 

1 5 provide agencies w i t h open-season guidance through 

16 b e n e f i t s a d m i n i s t r a t i o n l e t t e r s . We provide plan 

17 in f o r m a t i o n and l i n k s t o comparative infor m a t i o n and 

18 decision t o o l s on the FEHB website. That website i s 

19 www.opm.gov/insure. I t has become a very s i g n i f i c a n t way 

20 of communicating w i t h our enr o l l e e s . 

21 I can t e l l you t h a t during those opening weeks 

22 of the open season, even though we rent a d d i t i o n a l server 
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c a p a b i l i t y , we are overwhelmed and t y p i c a l l y the servers 

b a s i c a l l y are at maximum capacity. 

The agencies make the guides and brochure 

in f o r m a t i o n a v a i l a b l e t o employees. They conduct health 

f a i r s . They counsel employees and process enrollment 

changes. 

Year-round, 0PM monitors plan performance, 

responds to customer concerns, resolves disputed claims, 

monitors in d u s t r y trends, consults w i t h c a r r i e r s , and 

10 develops g u i d e l i n e s f o r the next co n t r a c t year. 

11 I f I had to make an analogy i n terms of how we 

12 operate, we consider ourselves and f u n c t i o n very much 

13 l i k e any other large employer health b e n e f i t s plan, which 

14 means, and you probably noted i n my presentation, t h a t 

15 there are some f a i r l y s i g n i f i c a n t d i f f e r e n c e s i n the way 

16 we f u n c t i o n as opposed to the way HCFA fu n c t i o n s , HCFA 

17 being a n a t i o n a l e n t i t l e m e n t program. 

18 MS. CHANG: Excuse me, you have about three 

19 minutes. I j u s t wanted to l e t you know. 

20 MS. BLOCK: So, b a s i c a l l y , i f you were to t h i n k 

21 of who we are and how we operate, we are very s i m i l a r i n 

22 many ways t o , say, a large employer l i k e GM. We are a 
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1 major purchaser. We are the l a r g e s t purchaser, r e a l l y , 

2 i n the health insurance market, but we are an employer-

3 based health insurance plan, and our model i s a market 

model, f e a t u r i n g consumer choice. 

Panel Discussion 

DR. GORDON: Thank you very much. That was 

also extremely c l e a r . 

I have a question f i r s t f o r Dr. Whyte while 

other people are for m u l a t i n g questions. One of the 

10 s t r i k i n g things about your presentation i s the opening 

1 1 t h a t has now been extended to Dean Ornish and Herb 

12 Benson's programs. How d i d t h a t come about? How was the 

13 choice made to make i t a study, r a t h e r than a covered 

14 b e n e f i t f o r everyone? And what lessons can you share 

15 w i t h us? 

15 DR. WHYTE: Well, maybe I can provide some 

17 general i n f o r m a t i o n . Dr. Ornish might want to t a l k about 

18 his own experience. What I can t e l l you i n terms of why 

19 i t was decided to do under a demonstration a u t h o r i t y , and 

20 I d i d n ' t t a l k much about demos, but b a s i c a l l y our demo 

21 a u t h o r i t y r e l a t e s t o when devices or services may not 

22 already e x i s t i n a b e n e f i t category or there are perhaps 
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some s t a t u t o r y r e s t r i c t i o n s r e l a t i n g to scope of services 

or other issues r e l a t i n g to t h a t , i t was the f e e l i n g of 

the senior leadership at HCFA that Dr. Ornish's program 

d i d not f a l l i n t o a s p e c i f i c b e n e f i t category. 

So, although there might have been some 

services t h a t could have been covered, t h a t the 

c o n s t e l l a t i o n of b e n e f i t s t h a t Dr. Ornish o f f e r e d d i d not 

have a d i s c r e t e b e n e f i t category. There was also the 

f e e l i n g on some people's part t h a t a d d i t i o n a l data i n the 

10 Medicare population was necessary. 

11 So, what was decided to do was a demonstration 

12 p r o j e c t so we would be able to provide f o r a l l these 

13 services t h a t may not have been able t o have been covered 

14 under the present s t r u c t u r e . So, th a t i s how Dr. 

15 Ornish's program got covered. B a s i c a l l y , i t was 

16 determined through HCFA. 

17 Dr. Benson's program was a c t u a l l y mandated by 

18 congressional a c t i o n under the Benefits Improvement 

19 P r o t e c t i o n Act, known as BIPA. So, that i s how those two 

20 programs were designed. One was more executive. One was 

21 more a congressional a c t i o n . 

22 DR. GORDON: And d i d the congressional a c t i o n 
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mandate the demonstration, or was that a HCFA decision? 

DR. WHYTE: I t mandated the demonstration w i t h 

1,800 p a t i e n t s , s i m i l a r to Dr. Ornish's, as w e l l as some 

other time frames and things of th a t nature. 

DR. GORDON: Thank you. Any general lessons, 

as we t h i n k about complementary and a l t e r n a t i v e medicine? 

DR. WHYTE: Sure. I t h i n k i t i s important to 

keep i n mind t h a t there i s demonstration a u t h o r i t y , but, 

as Steve, Maureen, and I tal k e d about, there i s not a l o t 

10 of money to do demonstration p r o j e c t s , and most of the 

11 demos t h a t we do, b a s i c a l l y , are congressionally-

1 2 mandated. 

13 I wouldn't necessarily discourage you from 

14 going t h a t approach. I t h i n k i t i s something t h a t you 

15 should c a r e f u l l y about. I n the o v e r a l l context of the 

15 coverage p o l i c y , you could look to see where there i s the 

17 greatest data on a p a r t i c u l a r service and go through the 

18 n a t i o n a l coverage process, i s one route. Then you could 

19 t h i n k of things l i k e the Dean Ornish program, s i m i l a r 

20 types of services where there i s a l o t of data and th a t 

21 looks very encouraging, but perhaps may not be able to be 

22 covered under e x i s t i n g b e n e f i t categories and t h i n k of a 
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demonstration a u t h o r i t y and t h a t approach. 

So, t h a t would be my counsel, t h a t you look at 

the spectrum of o p p o r t u n i t i e s a v a i l a b l e , but I wouldn't 

put a l l your cards i n a demonstration approach, because 

the options are very l i m i t e d . 

DR. GORDON: So, Congress could have said, i n 

t a l k i n g about the Benson program, th a t they wanted 

n a t i o n a l coverage? 

DR. WHYTE: Congress could have said t h a t we 

10 want to create a b e n e f i t program f o r e i t h e r the Dean 

11 Ornish program or something l i k e the Dean Ornish program, 

12 and then t h a t i s scored by the Congressional Budget 

13 O f f i c e . I t h i n k t h a t i s an approach t h a t people can 

14 take. Again, Dr. Ornish might want to t a l k about h i s 

15 experience, but I would t h i n k you a l l can appreciate t h a t 

16 i t i s d i f f i c u l t t o get Congress to create new b e n e f i t 

1 7 categories. 

18 Something t h a t people might want to t h i n k about 

19 i s how could the service be provided i n already e x i s t i n g 

20 b e n e f i t categories. There i s the issue of, perhaps, the 

21 i n c i d e n t two p r o v i s i o n . I looked at today's time as an 

22 oppo r t u n i t y t o speak broadly and I don't want to go i n t o 
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a l l the s p e c i f i c s of what i s covered under an i n c i d e n t 

two p r o v i s i o n , because I look at today as a dialogue t h a t 

we can continue to have i n f o r m a t i o n . So, th a t i s one 

approach to use, look at already e x i s t i n g b e n e f i t 

categories. 

But, c e r t a i n l y Congress can mandate the b e n e f i t 

and say, you are going to cover a l i f e s t y l e m o d i f i c a t i o n 

program. 

9 DR. GORDON: In looking at already e x i s t i n g 

10 b e n e f i t categories, are there some th a t are applicabl e to 

1 1 complementary and a l t e r n a t i v e medicine t h a t you would 

12 see? 

13 DR. WHYTE: That i s a hard question to answer, 

14 because there i s a wide range of complementary and 

15 a l t e r n a t i v e medicine b e n e f i t s . So, not knowing 

16 p a r t i c u l a r l y what you are t h i n k i n g about, i t i s hard to 

17 guess. But what I would imagine i s th a t there probably 

18 are c e r t a i n b e n e f i t s t h a t could be provided. Acupuncture 

19 i s something t h a t we don't cover, but we have had a l o t 

20 of discussions at HCFA as to whether or not i t could f a l l 

21 i n t o a b e n e f i t category. 

22 Most things probably could f a l l i n t o a b e n e f i t 
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category, but what i s going to get caught up i n i s who i s 

2 e l i g i b l e t o provide those services. As some of the other 

3 speakers have t a l k e d to about, when the Medicare program 

4 was established, most of the services are provided by 

5 physicians. I believe t h a t many of your services are 

5 provided both by physicians, as w e l l as other types of 

7 providers. 

8 So, you need to t h i n k about t h a t , because you 

9 may end up g e t t i n g a service provided, but the type of 

10 person t h a t you would want t o be able to provide those 

1 1 services would not be able to be paid f o r under the 

12 Medicare program. I can provide the s p e c i f i c s t a t u t o r y 

13 language to Steve and Maureen about what Medicare defines 

14 as a physician. I t i s more than j u s t an M.D. or a D.O. 

15 There are other people t h a t f a l l i n t o i t , but I th i n k 

15 most of the providers to which you would r e f e r are not 

17 covered by th a t language. 

18 DR. GORDON: I have Tieraona and Joe Dean.I 

19 wondered i f you wanted to add anything to t h i s 

20 discussion, at t h i s point? 

DR. ORNISH: No. I j u s t wanted to say I 21 

22 thought the presentations were very c l e a r , and I could 
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add a l o t some other time, but i t would take much too 

long at t h i s p o i n t . But, again, I wanted j u s t to say how 

much I appreciate you both coming and how clear and 

us e f u l . I f I had heard your presentation s i x and a h a l f 

years ago, my experiences w i t h HCFA would have been much 

easier. 

[Laughter.] 

DR. GORDON: Thank you. Tieraona, and Joe, and 

Tom. 

10 DR. DOG: I t h i n k a l o t of what we keep hearing 

1 1 i s t h a t the research needs to be there and that f o r some 

12 things i t may be premature and f o r other things we have 

13 got adequate research. I t h i n k we would a l l agree w i t h 

14 t h a t . I had a question, though, th a t confused me j u s t 

15 a l i t t l e . I f you had l o b b y i s t s and somebody got somebody 

16 i n Congress to r e a l l y say, gosh, we need to cover t h i s , 

17 and i t was mandated, i f there i s not the evidence there, 

18 do you have the r i g h t to veto Congress? Do you hear my 

19 question? Can something come i n and we end up mandating 

20 i t without the body of evidence there because we have got 

21 powerful l o b b y i s t s who have said we want t o pay f o r i t , 

22 we want to have i t covered? 
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DR. WHYTE: I thought of some f l i p things to 

say, so I'm glad we have a l i t t l e delay. 

What I would say i s t h a t i f Congress i n i t s 

wisdom mandates t h a t a b e n e f i t be provided by the 

Medicare program, i t i s provided. 

DR. DOG: I t i s mandated. 

DR. WHYTE: That us c o r r e c t . 

DR. GORDON: Thank you. 

Joe? 

10 DR. FINS: That was s o r t of my guestion. I was 

11 wondering about any precedent, when there has been a 

12 n a t i o n a l coverage decision, when Congress has then 

13 decided t o cover a b e n e f i t . 

14 A r e l a t e d question t h a t goes to your f i r s t 

15 response to the issue of a demonstration p r o j e c t . Does 

15 your o f f i c e have, and your d i v i s i o n more generally, have 

17 the resources not to fund p r o j e c t s , but to assess the new 

18 technologies, the new in t e r v e n t i o n s ? Do you f o l k s need a 

19 more robust budget to accommodate t h i s growing area i n 

20 the health-care marketplace? 

21 DR. WHYTE: Perhaps I w i l l answer the second 

22 question f i r s t . The Secretary has been very successful 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



1 1 3 

i n g e t t i n g greater resources and funding f o r HCFA to 

perform i t s numerous r e s p o n s i b i l i t i e s t h a t Congress 

mandates us to do. 

In terms of assessments, we are doing 

assessments c o n t i n u a l l y , t h a t i s p r i m a r i l y what the 

coverage and analysis group does, p r i m a r i l y assess new 

technologies. So, the answer to your question would be 

th a t i s t y p i c a l l y what we do. 

DR. FINS: You said a therapy i s a therapy i s a 

10 therapy, so you are saying there i s nothing new under the 

11 sun here w i t h respect to the CAM i n t e r v e n t i o n s or the 

12 methodologies t h a t would r e q u i r e a d d i t i o n a l coverage? 

13 DR. WHYTE: Sure. Now, what I w i l l t e l l you, 

14 on our website, we l i s t what the pending determinations 

15 are, as w e l l as completed determinations. I n general, 

15 presently of the 19 pending determinations, there aren't 

17 c u r r e n t l y any what you would consider complementary and 

18 a l t e r n a t i v e medicine p o l i c i e s . 

19 I n terms of our completed determinations, there 

20 i s completed determination on acupuncture, which was 

21 request to review the non-coverage p o l i c y which was 

22 denied. Then there i s a treatment on biofeedback, which 
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i s p r i m a r i l y used f o r ur i n a r y incontinence, and I'm not 

completely sure you would consider t h a t complementary and 

a l t e r n a t i v e medicine, but we do have now a n a t i o n a l 

coverage p o l i c y on th a t therapy, whereas before i t was 

c a r r i e r d i s c r e t i o n . 

Just q u i c k l y i n reference to an i n t e r v e n t i o n i s 

7 an i n t e r v e n t i o n i s an i n t e r v e n t i o n , what I can t e l l you 

8 i s when we look at therapies i n our d i v i s i o n , I don't 

9 take the approach th a t t h i s i s complementary and 

10 a l t e r n a t i v e . I t h i n k t h a t i s something t h a t would be 

1 1 productive f o r everyone t o move away from and j u s t focus 

12 on, what i s the body of l i t e r a t u r e t h a t supports t h i s 

1 3 therapy. 

14 DR. FINS: Just to f o l l o w up the question about 

15 the n a t i o n a l non-coverage decision t h a t might have been 

16 overruled — not overruled — but funded by Congress. 

17 DR. WHYTE: Off the top of my head, I cannot 

18 t h i n k of one. What Congress usually does, i s , when i t 

19 creates the b e n e f i t categories, i t i s usually f o r 

20 preventive medicine b e n e f i t s , or i t i s usually f o r some 

21 type of p r e s c r i p t i o n drug b e n e f i t , such as an RLA [ph] i n 

22 a cancer b e n e f i t , RLA i n medics, things of tha t nature. 
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DR. GORDON: Just a c l a r i f i c a t i o n . When you 

say Congress, you mean the House of Representatives? 

DR. WHYTE: No, I mean Congress, the House and 

the Senate. 

DR. GORDON: Both houses, okay. 

Tom? 

MR. CHAPPELL: Ms. Block, I would l i k e to ask 

you more about your recent experience w i t h the expansion 

of b e n e f i t s i n t o the complementary and a l t e r n a t i v e 

10 medicine f i e l d . 

1 1 I t appears to me that your consumers are 

12 d r i v i n g these b e n e f i t s . I s t h a t correct? 

13 MS. BLOCK: I would say t h a t consumer i n t e r e s t 

14 i s p l a y i n g a very b i g r o l e i n our e f f o r t s to expand these 

1 5 b e n e f i t s , yes. 

15 MR. CHAPPELL: And the employer-sponsored 

17 s t y l e d services are responding to t h a t demand? 

18 MS. BLOCK: Well, yes, although I don't want to 

19 mislead you. The response so f a r has been f a i r l y 

20 l i m i t e d . What i s o f f e r e d under the packages tha t are 

21 c u r r e n t l y a v a i l a b l e i s f a i r l y l i m i t e d , w i t h the same 

22 kinds of issues t h a t Dr. Whyte spoke about. 
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The health plans t y p i c a l l y , and we are dealing 

p r i m a r i l y w i t h t r a d i t i o n a l insurance companies, at l e a s t 

on the f e e - f o r - s e r v i c e side, they do exactly the same 

kind of t h i n g as you would see i n the Medicare program, 

i n t h a t , they may e l e c t to cover a service, but th a t 

service w i l l only be covered by someone t h a t they define 

as a covered provider. 

So there i s the issue of, the service may be 

covered, but not a l l providers of th a t service would be 

covered. We have hoped to see some expansion of those 

11 d e f i n i t i o n s of coverage provider, but i t i s an i t e r a t i v e 

1 2 process. 

13 Some of our plans c u r r e n t l y are not covering 

14 a l t e r n a t i v e or complementary services under t h e i r FEHB 

15 b e n e f i t package, but are covering them as an a l t e r n a t i v e 

15 b e n e f i t , which f o r the past 10 years we have enabled our 

17 plans t o o f f e r . We have i n every plan brochure, we have 

what we c a l l the non-FEHB page. 

19 I n th a t process, plans can o f f e r as a 

20 supplementary package t o t h e i r enrollees other b e n e f i t s 

21 which are not part of the FEHB program, they are not 

22 covered under the FEHB premium. There i s an a d d i t i o n a l 
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premium f o r those services, but people who e n r o l l i n the 

plan may then e l e c t to e n r o l l i n th a t supplementary 

package. 

Blue Cross Blue Shield, f o r instance, our 

la r g e s t plan, has what they c a l l t h e i r a f f i n i t y b e n e f i t 

package, and th a t includes some of the a l t e r n a t i v e and 

complementary services. 

So i t i s a very gradual process. I don't know 

what we are going to see i n the proposals f o r 2001, 

10 because we haven't gotten them yet. We w i l l see when 

11 they come i n , to what degree the insurance c a r r i e r s have 

12 responded t o our c a l l l e t t e r guidance. 

1 3 I can t e l l you th a t I t h i n k t h i s i s going to 

14 happen. I t i s going to happen over time. I don't t h i n k 

15 i t i s going to happen t e r r i b l y q u i c k l y . We are not going 

16 to see r a p i d t r a n s i t i o n . We are going to see a very 

17 gradual process as the insurance in d u s t r y r e a l l y responds 

18 to the consumer i n t e r e s t , because the way our program 

19 operates, we don't l e g i s l a t e b e n e f i t s . We t r y to avoid 

20 mandating b e n e f i t s , to the greatest degree possible. 

21 Speaking of process, and i n my previous 

22 meetings t h i s has been my suggestion, the best way to get 
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things covered i n the Federal Employees Health Benefits 

Program i s to work d i r e c t l y w i t h the insurance c a r r i e r s . 

To the degree t h a t they are hearing from t h e i r 

customers, they should respond w i t h i n the context of 

t h e i r o v e r a l l b e n e f i t package, t h e i r competitive p o s i t i o n 

i n terms of b e n e f i t s and ra t e s . 

So i t i s not a simple t h i n g , because any 

changes t h a t they make, they w i l l consider very c a r e f u l l y 

i n terms of how they look i n t h e i r market, what t h e i r 

10 r a t e looks l i k e as compared to t h e i r competitors, and 

11 what t h e i r b e n e f i t package looks l i k e . 

1 2 To the degree t h a t they can o f f e r something i n 

13 t h a t b e n e f i t package t h a t they t h i n k w i l l be a t t r a c t i v e 

14 t o consumers, they are i n t e r e s t e d i n doing t h a t . So i t 

15 i s very much a competitive market o r i e n t a t i o n . 

15 MR. CHAPPELL: Thank you. That i s a very 

17 h e l p f u l d e s c r i p t i o n . I am j u s t wondering i f you could 

18 i d e n t i f y the most obvious b a r r i e r s to the ins u r e r s ' 

19 process of change here. 

20 MS. BLOCK: I t h i n k the most obvious b a r r i e r i s 

21 resistance to change. We r e a l l y are dealing w i t h 

22 t r a d i t i o n a l insurance companies t h a t have a t r a d i t i o n a l 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



119 

perspective. 

I guess the second most s i g n i f i c a n t b a r r i e r i s 

the r a t e impact. We are looking, and i t i s no secret at 

t h i s p o i n t , we are looking at very s i g n i f i c a n t premium 

increases f o r 2002. We are very concerned about them. 

The President, i n f a c t , i n h i s budget, has 

ta l k e d about the premium increases i n the Federal 

Employees program over the l a s t several years. 

9 Our premium increases, by the way, are very 

10 much i n keeping w i t h the p r i v a t e sector. I t i s not t h a t 

11 ours are our out of l i n e . I t i s j u s t an ind u s t r y trend. 

12 Premiums are going up f o r everyone. We expect them to go 

13 up s i g n i f i c a n t l y i n 2002. 

14 So, p r a c t i c a l l y speaking, the insurance 

15 c a r r i e r s are going to be looking at t h e i r b e n e f i t package 

16 i n the context of those r a t e increases and how those r a t e 

17 increases are going to a f f e c t t h e i r market share. 

18 DR. GORDON: Joe Pizzorno, and then Wayne, and 

19 anyone else. Joe? 

20 MR. PIZZORNO: In Washington s t a t e , where we 

21 have c h i r o p r a c t o r s and acupuncturists licensed as primary 

22 care providers, and naturopathic doctors as primary care 
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physicians, we have a st a t e mandate r e q u i r i n g t h a t every 

category of provider be included i n a l l insurance 

programs. 

Does t h a t include the f e d e r a l employees? For 

example, somebody i n Seatt l e who works f o r f e d e r a l , can 

they go and see a naturopathic doctor or c h i r o p r a c t o r f o r 

t h e i r primary care? And, i f not, what has to be done t o 

change that? 

MS. BLOCK: Well, t h i s i s the s i t u a t i o n i n 

10 terms of st a t e mandates. We have language i n our s t a t u t e 

11 t h a t enables us to preempt s t a t e mandates, and the reason 

12 f o r t h a t i s our n a t i o n a l f e e - f o r - s e r v i c e plans. We 

13 wanted to be sure, and the Congress wanted to be sure, 

14 going a l l the way back i n time, t h a t everybody who 

15 elected one of those n a t i o n a l plans got the same b e n e f i t 

16 package and paid the same r a t e . 

17 I f we d i d n ' t do t h a t , we would have a s i t u a t i o n 

18 where people would be paying the same premium, because we 

19 have a n a t i o n a l premium, and g e t t i n g a d i f f e r e n t b e n e f i t 

20 package, depending on the s t a t e t h a t they l i v e d i n . So 

21 i t has been our p r a c t i c e always to preempt s t a t e mandates 

22 f o r the n a t i o n a l plans. 
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On the other hand, f o r the HMOs, we do not 

preempt s t a t e mandates, although we could. Our 

philosophy there i s we want our enrollees i n a given 

geographic area t o have the same b e n e f i t s as anybody else 

l i v i n g i n th a t s t a t e . 

So the HMOs th a t are domiciled i n Washington 

s t a t e have t o f o l l o w the s t a t e mandates, which means th a t 

f e d e r a l employees and r e t i r e e s who e n r o l l i n those plans 

get the same b e n e f i t s as any other resident of the st a t e 

10 of Washington, but those people who e n r o l l i n a f e e - f o r -

11 service plan do not. 

12 DR. GORDON: Wayne? 

13 DR. JONAS: Thank you both f o r very nice 

14 presentations. Most of my questions have been answered. 

15 I have a question, r e a l l y , f o r Dr. Whyte. 

15 My sense i s th a t you are l a r g e l y r e a c t i v e , i n 

17 the sense t h a t i n d i v i d u a l s have to come forward and say, 

18 we would l i k e to have t h i s covered, and provide the 

19 documentation f o r i t . Then you take i t i n through your 

20 process. I s th a t correct? 

21 DR. WHYTE: That i s b a s i c a l l y c o r r e c t . We do 

22 have i n t e r n a l requests, but we are moving more towards 
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being responsive. At the same time, we are also working 

w i t h people before t h a t request comes forward. 

So i t i s not t r u l y r e a c t i v e . I n many ways, we 

are working w i t h i n t e r e s t e d p a r t i e s . 

DR. JONAS: Right, but you don't go out and 

say, here are some things t h a t can improve q u a l i t y of 

care, reduce costs, enhance q u a l i t y of l i f e ; we are going 

to see i f we can i d e n t i f y whether there i s adeguate 

evidence t o provide t h i s as a b e n e f i t . I s th a t correct? 

10 DR. WHYTE: I t h i n k the approach t h a t we have 

1 1 used — 

12 DR. JONAS: Both Benson's came to you, through 

13 d i f f e r e n t mechanisms, obviously. 

14 DR. WHYTE: That i s c o r r e c t , but I t h i n k what 

15 we have done over the past few years, and what we are 

15 con t i n u i n g to t r y to do, r e a l l y , i s to outreach to 

17 i n t e r e s t e d p a r t i e s . 

18 So what I would say i s part of the coverage 

19 process, we are going to a l o t of n a t i o n a l meetings of 

20 b e n e f i c i a r i e s , of device manufacturers, of physician and 

21 other groups to t a l k about our coverage process. So, i n 

22 a sense, what we are saying i s , here i s our process and 
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we know you a l l believe t h a t there are c e r t a i n things 

t h a t should be covered, so, here i s our process; work 

w i t h us to t r y to br i n g t h a t about. 

A good example i s l a s t Friday, several people 

from HCFA went to the American Medical Association to 

meet w i t h various c l i n i c a l s p e c i a l t y s o c i e t i e s , but we 

also met w i t h the National Health Leadership Council, 

which i s a wide range of providers and b e n e f i c i a r i e s and 

other groups to say, what are the top 10 coverage ideas 

10 t h a t you have t h a t you t h i n k HCFA should be doing. 

11 So we are not necessarily going out and t e l l i n g 

12 people what they should request, but what we are saying 

13 i s , as we would do here today, we know you are a l l 

14 i n t e r e s t e d i n c e r t a i n therapies to be covered under the 

15 Medicare program; here i s our process, here i s how we can 

16 work together, here i s what we would look f o r , and then 

17 i f you want to br i n g i t about, t h i s i s how we do i t . 

18 DR. JONAS: Are there i n d i v i d u a l s on e i t h e r of 

19 your advisory committees t h a t you would consider, or, 

20 would be considered, broad experts i n a v a r i e t y of 

21 complementary medicine approaches t h a t s i t on those 

22 committees at t h i s time? 
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DR. WHYTE: Well, we have a 100 members of our 

2 advisory committee, and I can't t h i n k o f f the top of my 

3 head what every one does, but I know we have a wide range 

4 of d i s c i p l i n e s , i n c l u d i n g at l e a s t one c h i r o p r a c t o r . 

Every one i s not a physician. There are a l o t of other 

providers. But I t h i n k i t goes to your question, the 

7 po i n t t h a t I would make i s , again, i t goes to l e t ' s move 

8 away from the lab e l s and l e t ' s t a l k about the f i e l d of 

heal t h services research and how you look at data. 

10 So, I'm p r i m a r i l y i n t e r e s t e d i n , when I help 

1 1 s t a f f the committees, l e t ' s f i n d people who are 

12 o b j e c t i v e , who know how to analyze the l i t e r a t u r e . I 

13 s t i l l agree w i t h you th a t we need to have these other 

14 i n t e r e s t s j u s t to s e n s i t i z e people to the t o p i c s , but I 

15 wouldn't want to move to a f i e l d where we are kind of 

16 then counting, say, on our advisory committee and other 

17 groups how many of these people are a l t e r n a t i v e medicine 

18 or complementary medicine, because I t h i n k i t takes away 

19 from what you are a l l t r y i n g to do. 

20 I t h i n k t h a t something t h a t Dr. Ornish has 

21 o f t e n t a l k e d about i s l e t ' s not necessarily r e f e r t o t h i s 

22 as a l t e r n a t i v e , t h i s i s a therapeutic i n t e r v e n t i o n , and 
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l e t ' s judge i t on those merits 

So , again, t h a t i s what I would encourage you 
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to do. I would encourage you to apply to the advisory 

panel because you f e e l you can br i n g some other 

i n t e r e s t s , but you are p r i m a r i l y going t o be o b j e c t i v e 

and look at the l i t e r a t u r e . 

DR. JONAS: I applaud you on your evidence-

based approach to t h i s . I t h i n k t h a t i n God we t r u s t , 

but everyone else should show data, as the saying goes. 

And a c t u a l l y my question i s s p e c i f i c a l l y r e l a t e d to th a t 

issue, because, as you may or may not know, a number of 

complementary medicine p r a c t i c e s , e s p e c i a l l y t r a d i t i o n a l 

medical p r a c t i c e s , are not based on nor do they have the 

same assumptions of diagnosis and therapy t h a t c u r r e n t l y 

the evidence approach you take and the b e n e f i t categories 

t h a t you have f a l l i n t o . 

So i t i s more than simply s e n s i t i z i n g 

i n d i v i d u a l s to the t o p i c , i t i s r e a l l y understanding how 

do these a l t e r n a t i v e d i a g n o s t i c and therapeutic 

categories f i t i n t o an evidence-based module, and how 

might evidence be c o l l e c t e d on those. 

So I t h i n k i t d i r e c t l y r e l a t e s to making sure 
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th a t we provide good evidence-based medicine. I f you are 

going to make a decision about orthopedic surgery, hip 

replacement or something, you want to make sure t h a t you 

have someone who has tru e e x p e rtise on th a t and not have 

your p e d i a t r i c i a n s doing i t or something l i k e t h a t . 

I t h i n k a very s i m i l a r idea f a l l s i n t o these. 

I t r e a l l y i s d i r e c t l y r e l a t e d to making sure you provide 

good evidence. 

DR. WHYTE: Can I j u s t make two comments on 

10 that? The two things t h a t I would say on th a t i s , one, 

11 people w i l l o f t e n come to us and t a l k t o us about t h a t 

12 you cover t h i s therapy and there i s no evidence based on 

13 t h a t , so why aren't you covering our service. 

14 I would caution you not to go down th a t route, 

15 because what we are saying i s th a t t h i s i s a new process 

15 and there may be some things t h a t do not have an evidence 

17 base t h a t we cover, but we are going to go back at some 

poi n t and look at those. We have a new process, and I 

19 would focus on, t h a t every therapy t h a t comes under 

20 review i s going to have to have an evidence base. 

21 The part where I disagree w i t h you a l i t t l e , 

22 and I might not have heard you c o r r e c t l y , i s what I would 
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say again i s , there are already established p r i n c i p l e s of 

health services research, and those should be applied 

u n i v e r s a l l y . I wouldn't necessarily change those f o r 

a l t e r n a t i v e medicine s t r a t e g i e s . I t h i n k an example i s 

thermography used f o r d e t e c t i n g breast masses. Several 

people have come to t a l k to us about thermography. 

At the end of the day, what we are always going 

to say i s , what i s the evidence base, what does the 

l i t e r a t u r e say. We can't get i n t o the argument, w e l l , 

10 you already cover such and such, or, you are being 

11 d i s c r i m i n a t o r y . I r e a l l y would say t h a t we have to apply 

12 the same standards u n i v e r s a l l y and we r e a l l y shouldn't 

13 make any exceptions. 

14 DR. GORDON: George? 

15 DR. BERNIER: I would l i k e to ask Ms. Block, 

16 you had i n d i c a t e d t h a t there was going to be probably a 

17 p r e t t y dramatic increase i n the cost of the Federal 

Employees program. 

19 I f you assume t h a t the budget i s n ' t going t o 

20 cover t h a t , then the presumption would have to be th a t 

21 the new cost w i l l be e n t i r e l y undertaken by the 

22 employees? 
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MS. BLOCK: No. The formula i s c o n s i s t e n t . 

The government w i l l bear 72 percent of th a t increase. 

DR. BERNIER: So th a t i s s o r t of guaranteed? 

MS. BLOCK: Yes. That i s guaranteed, no matter 

what. The government share i s 72 percent. The 

employee's share i s approximately 28 percent. 

I j u s t want to make cl e a r t h a t when I say we 

8 are a n t i c i p a t i n g a s i g n i f i c a n t r a t e increase, t h i s i s not 

9 unique to the Federal Employee Health Benefits program. 

10 I t h i n k t h a t a l l employers are going to be facing s i m i l a r 

11 s i g n i f i c a n t r a t e increases t h i s year. I t i s where the 

12 in d u s t r y trend i s . 

13 DR. BERNIER: And they don't have the fe d e r a l 

14 government behind them. 

15 MS. BLOCK: No. We go through cycles, 

15 apparently, i n terms of health insurance premiums. What 

17 we are seeing again i s a r i s e i n premium costs. Various 

18 employers w i l l deal w i t h i t i n various ways. There i s a 

19 l o t of t a l k about defined b e n e f i t and so on. 

20 From our perspective, we have also been asked 

21 by the President to look at ways of c o n t r o l l i n g costs i n 

22 the Federal Employee Health Benefits program, and we w i l l 
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be doing t h a t i n conjunction w i t h the O f f i c e of 

Management and Budget, and the A d m i n i s t r a t i o n . 

DR. BERNIER: Thank you. 

DR. GORDON: I have a b r i e f guestion f o r you, 

Ms. Block. What has the response been to the c a l l 

l e t t e r ? 

MS. BLOCK: Well, we haven't gotten the formal 

proposals yet. They are due on May 31st. In terms of 

t h i s p a r t i c u l a r issue, I have not heard a great deal. So 

10 we are kind of on a wait-and-see basis. As those 

11 proposals come i n , we w i l l get a b e t t e r sense of what the 

12 various plans are going to do about i t . 

13 What they do i s , between A p r i l and May 31st, 

14 the c a r r i e r s are working on designing t h e i r b e n e f i t 

15 proposal and t h e i r r a t e proposal, and they don't t a l k t o 

16 us a great deal u n t i l those proposals come i n . 

17 So on June 1st, I w i l l have a b e t t e r idea. 

18 DR. GORDON: I would c e r t a i n l y l i k e t o know. 

19 The other question r e l a t e s t o , you made a 

20 suggestion t h a t l o c a l c a r r i e r s were the ones who, to a 

21 s i g n i f i c a n t degree, determine what i s going to be 

22 covered. Do you have any thoughts about how to 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



1 30 

communicate w i t h them, how both fe d e r a l employees and we, 

as a commission, might communicate with them? 

3 MS. BLOCK: Well, f e d e r a l employees do every 

4 day. They are very vocal. I t i s a very vocal group, I 

5 can t e l l you. So I know t h a t f e d e r a l employees are out 

there t e l l i n g c a r r i e r s what t h e i r i n t e r e s t s are. 

In terms of the Commission, we w i l l be happy t o 

provide you wi t h a l i s t of c a r r i e r contacts. We have 

done t h a t i n the past. I t i s simply a one-to-one 

10 approach, con t a c t i n g the c a r r i e r s . They are usually 

11 receptive to t a l k i n g w i t h people. They c e r t a i n l y would 

12 be rece p t i v e t o t a l k i n g w i t h you. I t i s an opportunity 

13 to present your views. 

14 So i f you would l i k e , we would be happy to 

15 provide such a l i s t . We have about 240 plans 

15 p a r t i c i p a t i n g i n the program at t h i s p o i n t . 

17 DR. GORDON: The question I have i s , apparently 

18 the c a l l l e t t e r doesn't allow the health plans to charge 

19 a d d i t i o n a l premiums f o r some of these services. I s th a t 

20 true? 

21 MS. BLOCK: We have required t h a t b e n e f i t 

22 proposals be c o s t - n e u t r a l f o r many years now, and that i s 
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not j u s t t r u e t h i s year, i t has been tr u e f o r some time. 

As premiums go up, we ask the c a r r i e r s balance t h e i r 

b e n e f i t s proposals so th a t they are c o s t - n e u t r a l . So 

yes, t h a t i s t r u e . 

DR. GORDON: I see. So the issue i s , i n a 

sense, i f you want to keep the premium the same and you 

want to add these CAM therapies, to formulate some way to 

add them, and e i t h e r take away or reduce costs somewhere 

else. 

10 MS. BLOCK: Well, the r a t e - s e t t i n g process i s a 

11 p r e t t y complicated process. The premiums are never going 

12 to be the same, because we are looking at ever-increasing 

13 costs, but i n terms of the a c t u a r i a l value of the 

14 b e n e f i t s , we would ask th a t the proposal some how balance 

15 o f f a c t u a r i a l value so th a t the added b e n e f i t , i n and of 

15 i t s e l f , i s n ' t adding to the premium cost. 

17 That i s not a t e r r i b l y d i f f i c u l t t h i n g to do as 

18 you are developing a ra t e proposal and a b e n e f i t package. 

19 DR. GORDON: Joe, you had a quick question? 

20 Then we have t o close. 

21 DR. FINS: Yes. I t h i n k i t i s an important 

22 p o i n t . The balancing th a t you are t a l k i n g about. 
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1 c r e a t i n g a gl o b a l budget i n a sense, even though premiums 

2 may creep up, i s th a t there has to be a kind of 

3 balancing. I t h i n k i t gets back to what Dr. Whyte was 

4 saying, i t has to demonstrate e f f i c a c y t h a t i s comparable 

5 or b e t t e r than what i s there to replace. I t i s kind of 

l i k e drug formulary i n a s o r t of crude way. I t h i n k i t 

was h e l p f u l to hear i t from you, as w e l l . 

DR. GORDON: Thank you both. I f e e l l i k e my 

9 mind i s c l e a r e r than i t was before you began. Thank you 

10 f o r being very clear and succinct. 

11 MS. BLOCK: Thank you f o r having us. 

12 DR. GORDON: We are going t o take a 15-minute 

13 break now. We w i l l come back and hear about s t a t e and 

14 n a t i o n a l perspectives. 

1 5 [Recess.] 

15 Panel Session I I I : State and National Perspectives 

17 DR. GORDON: This panel i s on st a t e and 

18 n a t i o n a l perspectives. The f i r s t speaker w i l l be Joy 

19 Johnson Wilson. 

20 Presenter: Joy Johnson Wilson 

21 MS. WILSON: Thank you, Mr. Chairman, and 

22 members of the Commission. I t i s a pleasure to be here 
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today to t a l k to you about s t a t e l e g i s l a t i v e and 

reg u l a t o r y i n i t i a t i v e s r e l a t e d to complementary and 

a l t e r n a t i v e medicine. 

My name i s Joy Johnson Wilson, and I am a 

Federal A f f a i r s Counsel and D i r e c t o r of the Health 

Committee at the National Conference of State 

L e g i s l a t u r e s . 

There i s n ' t much w r i t t e n about what states are 

doing i n t h i s area. I t h i n k t h a t h i s t o r y i s yet t o be 

10 w r i t t e n , but there i s some a c t i v i t y . I t h i n k i n many 

11 ways the s t a t e r e g u l a t i o n of t h i s area i s something of a 

12 moving t a r g e t , because what i s complementary or 

13 a l t e r n a t i v e today i s l i k e l y t o be a t r a d i t i o n a l and 

14 standard treatment tomorrow. 

15 So, as the d i f f e r e n t providers and the 

15 treatments t h a t they provide progress, oftentimes those 

17 become standard treatments and are tr e a t e d l i k e 

18 t r a d i t i o n a l providers. 

19 So, when you look at how states are t r e a t i n g 

20 complementary and a l t e r n a t i v e medicines, I would say t h a t 

21 to the extent t h a t they are on the radar screen of the 

22 s t a t e l e g i s l a t u r e , they are o f t e n t r e a t e d l i k e more 
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t r a d i t i o n a l providers, i n th a t the state l e g i s l a t i o n 

associated w i t h them and re g u l a t i o n s tend to focus on 

li c e n s u r e , scope of p r a c t i c e , educational or 

a c c r e d i t a t i o n requirements, reimbursement issues, 

insurance coverage, and d i s c i p l i n a r y and malpractice 

concerns. 

One are that I thought was kind of i n t e r e s t i n g 

i s the whole area of health freedom laws t h a t have been 

enacted i n 12 st a t e s . These laws, at l e a s t i n i t i a l l y , 

I 0 s t a r t e d out as p r o t e c t i o n s f o r providers t h a t were 

I I p r o v i d i n g a l t e r n a t i v e or n o n - t r a d i t i o n a l therapies. 

12 Oftentimes these mostly physicians were subject t o 

13 d i s c i p l i n a r y a c t i o n by the governing board of t h e i r 

14 p r a c t i c e f o r p r o v i d i n g treatments t h a t were not 

15 recognized by the board. These laws were i n s t i t u t e d t o 

16 p r o t e c t those providers from d i s c i p l i n a r y actions by 

1 7 those boards. 

18 More r e c e n t l y , those laws have been also 

19 pointed to the p a t i e n t , to provide the p a t i e n t w i t h 

20 access to a l t e r n a t i v e and complementary treatments. 

21 There has been an e f f o r t t o balance the w i l l i n g n e s s to 

22 l e t providers and p a t i e n t s experiment a l i t t l e and yet 
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provide the p r o t e c t i o n s t h a t are necessary f o r the 

p a t i e n t . 

So, the new laws have consent requirements, 

informed consent. They have documentation requirements. 

They oftentimes have the physician make an assessment of 

a p a t i e n t ' s a v a i l a b i l i t y f o r treatments t h a t are 

conventional and non-conventional, and then have a 

discussion about what might be the most appropriate 

treatment f o r t h a t p a t i e n t . 

10 So, there i s a balancing act between al l o w i n g 

1 1 treatments t h a t may not be recognized by the governing 

12 board f o r the physicians or other health care providers, 

13 p r o v i d i n g p a t i e n t s w i t h a f u l l access, a f u l l range of 

14 treatments, while at the same time t r y i n g to ensure t h a t 

15 there i s p r o t e c t i o n f o r those consumers, tha t they know 

15 what they are g e t t i n g i n t o when they p a r t i c i p a t e . 

17 The most recent law a c t u a l l y became law I t h i n k 

18 l a s t week. That was i n F l o r i d a . I t does have p r a c t i c e 

19 g u i d e l i n e s w r i t t e n w i t h i n the law th a t speaks to informed 

20 consent and also speaks d i r e c t l y to the r i g h t of the 

21 p a t i e n t to a v a i l themselves of these a l t e r n a t i v e 

22 treatments. 
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There are two states t h a t have extensive 

r e g u l a t i o n s on health freedom. That i s Texas and Nevada. 

One of the i n t e r e s t i n g things I found out when doing the 

research f o r t h i s presentation i s t h a t Texas has a 

pr o v i s i o n i n i t s c o n s t i t u t i o n t h a t says t h a t you cannot 

give preference to c e r t a i n schools of medical thought. 

This has led t o some case law, which has led to 

supporting s t a t u t e and re g u l a t i o n s t h a t are very 

supportive of a l t e r n a t i v e treatments and therapies. But 

10 also the r e g u l a t i o n i n Texas has extensive guidelines 

1 1 regarding informed consent and p a t i e n t assessment and 

12 documentation. 

13 I t h i n k t h a t i s the trend t h a t you w i l l see i n 

14 the years coming, i n terms of states looking at these 

1 5 kinds of laws. 

15 I n terms of a l t e r n a t i v e providers, and I d i d 

17 not a c t u a l l y consider c h i r o p r a c t i c an a l t e r n a t i v e 

18 provider, because I have seen q u i t e a b i t of a c t i v i t y i n 

19 t h a t area since I have been at NCSL, but c h i r o p r a c t i c and 

20 acupuncture are two areas where they have moved almost 

21 from the a l t e r n a t i v e t o the mainstream. You see that 

22 r e f l e c t e d i n the kinds of l e g i s l a t i o n t h a t i s enacted i n 
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these two areas. Most of i t has t o do wi t h scope of 

p r a c t i c e , reimbursement, and a c t u a l l y they get i n t o the 

n i t t y - g r i t t y of how many v i s i t s and how many v i s i t s w i l l 

be reimbursed. So, I t h i n k these are t r e a t e d more l i k e 

t r a d i t i o n a l treatments i n terms of l e g i s l a t i o n . 

F o r t y - f i v e states have u n i v e r s a l l i c e n s u r e and 

7 reimbursement equity f o r c h i r o p r a c t o r s and t h i r t y - f i v e 

8 states e i t h e r have l i c e n s u r e , c e r t i f i c a t i o n , or 

r e g i s t r a t i o n f o r acupuncture. So, c l e a r l y these are 

10 treatments and providers t h a t are being t r e a t e d more l i k e 

11 mainstream, t r a d i t i o n a l health.care providers. 

12 Massage therapy, I t h i n k , i s w e l l on i t s way to 

13 becoming t r e a t e d more l i k e c h i r o p r a c t i c and acupuncture. 

14 We have 29 states and the D i s t r i c t of Columbia t h a t 

15 l i c e n s e or regulate massage t h e r a p i s t s . Again, when you 

16 look at the l e g i s l a t i o n , most of i t has to do w i t h scope 

17 of p r a c t i c e , almost e n t i r e l y scope of p r a c t i c e , and some 

18 of i t i s who would regulate them and c r e d e n t i a l i n g . 

19 F i n a l l y , i n terms of emerging a l t e r n a t i v e 

20 treatments and providers, homeopathy, we are seeing a 

21 l i t t l e b i t of l e g i s l a t i o n i n th a t area, mostly regarding 

22 the establishments of boards to regulate the p r a c t i c e . 
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Naturopathy, we have 11 states t h a t license 

those health care providers. Very new, i n my view, and 

there are others t h a t might know more about t h i s , 

n u t r i t i o n a l providers came up a few times. I don't know, 

I suspect maybe t h i s i s renaming something, because most 

6 of i t has t o do w i t h d i e t i c i a n s , maybe i t i s renaming 

7 some things t h a t were being done before and g i v i n g i t a 

new t i t l e and maybe expanding scope of p r a c t i c e . Most of 

9 the n u t r i t i o n a l providers are l i n k e d to c r e d e n t i a l i n g f o r 

10 d i e t i c i a n s and t a l k about various kinds of n u t r i t i o n a l 

11 therapies t h a t those i n d i v i d u a l s can provide. 

12 So, again, most of what you see i n terms of 

13 introduced l e g i s l a t i o n , and there i s c e r t a i n l y a l o t more 

14 introduced l e g i s l a t i o n than there i s enacted i n t h i s 

15 area, i s p r e t t y t r a d i t i o n a l s t u f f , regarding scope of 

16 p r a c t i c e , whether or not there i s insurance coverage. 

17 For c h i r o p r a c t i c and acupuncture, they are more 

18 mainstream, there i s a l o t more discussion about 

19 reimbursement issues and whether i f you are not a 

20 physician whether you have to operate under the 

21 supervision of a physician, so the d i r e c t access issue 

22 comes up. But, c e r t a i n l y i n the newer areas, i t i s more 
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c r e d e n t i a l i n g than anything else. 

I'm going t o stop there. Thank you very much. 

I would be happy to answer questions. 

DR. GORDON: Great. Thank you very much. 

Merilyn Francis. 

Presenter: M e r i l y n Francis, R.N., M.P.P 

MS. FRANCIS: Good morning. My name i s Merilyn 

Francis, and I am the D i r e c t o r of Qua l i t y Management and 

Health Services Research f o r the American Association of 

10 Health Plans. 

11 AAHP i s a member o r g a n i z a t i o n , representing 

12 over 1,000 HMOs, pre f e r r e d provider organizations, and 

13 other s i m i l a r network health care e n t i t i e s . 

14 We thank you f o r the opp o r t u n i t y to speak here 

15 today i n f r o n t of t h i s Commission. Let's s t a r t w i t h some 

16 general comments. Over the past 20 years, consumer 

17 demand and the a v a i l a b i l i t y of complementary and 

18 a l t e r n a t i v e medicine have s t e a d i l y increased. Health 

19 plans made decisions on b e n e f i t coverage based on the 

20 demand and a v a i l a b i l i t y of s p e c i f i c services and t h e i r 

21 c l i n i c a l e f f i c a c y , safety, and p o t e n t i a l cost 

22 e f f e c t i v e n e s s . 
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The two c r i t i c a l challenges health plans face 

when deciding which CAM therapies to o f f e r t h e i r b e n e f i t 

packages are the lack of l i c e n s i n g and p r a c t i c e standards 

f o r c e r t a i n d i s c i p l i n e s and a paucity of research on 

e f f i c a c y . 

Many health plans o f f e r such CAM options as 

c h i r o p r a c t i c medicine, acupuncture, massage therapy, and 

n u t r i t i o n a l counseling i n t h e i r core b e n e f i t o f f e r i n g s . 

These therapies have research evidence t h a t demonstrates 

10 e f f i c a c y and there are standards f o r education, 

11 l i c e n s u r e , and p r a c t i c e . 

12 C h i r o p r a c t i c medicine, f o r example, has 

13 li c e n s u r e requirements i n a l l 50 st a t e s , while the other 

14 therapies mentioned have requirements i n almost h a l f the 

15 s t a t e s . These standards, along w i t h research evidence, 

16 allow health plans to set t h e i r c r e d e n t i a l i n g , 

17 performance measurement, and q u a l i t y improvement programs 

as they do f o r t h e i r a l l o p a t h i c medicine programs. These 

19 three f a c t o r s are c e n t r a l to health plans' q u a l i t y 

20 agendas. 

21 In other cases, health plans may o f f e r o p t i o n a l 

22 r i d e r s f o r other CAM therapies, such as herbal therapy. 
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r e f l e x o l o g y , and yoga t h a t do not have c l e a r l y defined 

standards or a body of research evidence, but the l e v e l 

of i n t e r e s t and demand by members and/or purchasers i s 

high. I n these instances, members may be o f f e r e d 

discounts or services at a contracted r a t e without 

primary care r e f e r r a l i f the member uses the health plan 

network of a l t e r n a t i v e p r a c t i t i o n e r s . 

Health plans are committed t o evidence-based 

9 care and s e l e c t i o n of q u a l i f i e d providers, based on 

10 t r a i n i n g , experience, and/or l i c e n s u r e and/or 

11 c e r t i f i c a t i o n . While there are many issues of importance 

12 r e l a t e d to the i n t e g r a t i o n of CAM therapies i n t o health 

13 plan b e n e f i t packages, the issues I w i l l focus on are 

14 evidence-based care, c r e d e n t i a l i n g , and p r a c t i c e 

15 standards, as these are the three basic considerations 

15 f o r b e n e f i t decision-making. 

17 Evidence-based care. Health plans have 

supported the use of evidence-based care i n a l l o p a t h i c 

19 medicine. The development and use of evidence to 

20 determine the most appropriate care has been advanced by 

21 the e f f o r t s of the Agency f o r Health Care Quality and 

22 Research and other research organizations. 
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These e f f o r t s were f u r t h e r supported by the 

recent I n s t i t u t e of Medicine r e p o r t , "Crossing the 

Qua l i t y Chasm," which o f f e r s t h a t "Patients should 

receive care based on the best a v a i l a b l e s c i e n t i f i c 

knowledge. Care should not vary i l l o g i c a l l y from 

c l i n i c i a n t o c l i n i c i a n or from place to place." 

Before CAM therapies can become more i n t e g r a t e d 

i n t o a l l o p a t h i c h ealth care systems, the evidence to 

support safety and e f f i c a c y must be developed. The body 

10 of s c i e n t i f i c knowledge on ef f e c t i v e n e s s and appropriate 

1 1 standards of care i s spare or absent from many of the 

12 c e n t u r i e s - o l d systems of CAM, such as Ayurvedic medicine, 

13 as w e l l as newer therapies, such as l i g h t therapy. 

14 Current research e f f o r t s by the National Center 

15 f o r Complementary and A l t e r n a t i v e Medicine and other 

15 research organizations are making headway i n developing 

17 t h i s body of knowledge. This i s an important step i n 

18 determining the e f f e c t i v e n e s s , e f f i c a c y , and safety i n 

19 using CAM f o r s p e c i f i c medical c o n d i t i o n s . 

20 Further, the knowledge gained from these 

21 research a c t i v i t i e s w i l l support the development of 

22 p r a c t i c e standards t h a t are e s s e n t i a l f o r a c c o u n t a b i l i t y 
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and meaningful monitoring and evaluation of q u a l i t y . 

The d i f f e r e n c e i n philosophies between CAM and 

a l l o p a t h i c medicine makes i t both d i f f i c u l t t o f i t CAM 

i n t o the health care s t r u c t u r e t h a t i s dominant i n the 

United States and yet a t t r a c t i v e to p a t i e n t s and 

profes s i o n a l s d e s i r i n g a h o l i s t i c approach to care. 

Where a l t e r n a t i v e p r a c t i t i o n e r s view health as 

a balance between mind, body, and s p i r i t , the a l l o p a t h i c 

p r a c t i t i o n e r views health as the absence of disease. The 

10 rigorous e v a l u a t i o n of balance between mind, body, and 

11 s p i r i t f o r evidence-based care i s d i f f i c u l t at best. For 

12 t h i s reason, supportive research on CAM therapies i s 

1 3 c r u c i a l . 

14 Evidence-based care i s a steady theme i n the 

15 he a l t h care q u a l i t y improvement agenda f o r health plans, 

15 as w e l l as other health care e n t i t i e s . I n l i g h t of the 

17 lOM re p o r t on the need f o r q u a l i t y improvement throughout 

18 the health care system and i t s i n c l u s i o n of evidence-

19 based care as an aim f o r r e a l i z i n g t h i s improvement, an 

20 open exchange f o r dialogue, such as what we have here 

21 today, i s important, and then to have a pl a t f o r m f o r 

22 developing s t r a t e g i e s f o r i n t e g r a t i n g t h i s theme i n t o CAM 
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prac t i c e s i s a valuable e f f o r t . 

Evidence-based care i s only part of the 

p i c t u r e . Professionals d e l i v e r i n g t h a t care should have 

the appropriate s k i l l s and t r a i n i n g , as documented 

through education, l i c e n s u r e and/or other types of 

c e r t i f i c a t i o n . The c r e d e n t i a l i n g process i s used to 

v e r i f y t h a t h e a l t h care professionals have the necessary 

s k i l l s and a b i l i t y t o provide safe, h i g h - g u a l i t y care. 

Further, the process i s used t o determine i f 

10 the provider has had any q u a l i t y problems, such as 

11 malpractice s u i t s , l e g a l actions, or pro f e s s i o n a l 

12 sanctions against him. A c c r e d i t a t i o n programs developed 

13 by organizations, such as the National Committee f o r 

14 Q u a l i t y Assurance, NCQA, the J o i n t Commission f o r 

15 A c c r e d i t a t i o n of Health Care Organizations, JCAHCO, have 

15 been b e n e f i c i a l i n standardizing and increasing the 

17 e f f e c t i v e n e s s of the c r e d e n t i a l i n g process. 

While the c r e d e n t i a l i n g process used by health 

19 plans and other health care e n t i t i e s i s not f o o l p r o o f , i t 

20 i s the best t o o l health plans and consumers have to 

21 determine the baseline a b i l i t y of a health care 

22 p r o f e s s i o n a l t o p r a c t i c e t h e i r d i s c i p l i n e . 
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The education and l i c e n s i n g requirement f o r 

physicians, nurses, and other mainstream h e a l t h care 

pro f e s s i o n a l s p r a c t i c i n g conventional medicine are w e l l 

known and c l e a r . Requirements f o r c e r t a i n CAM 

pro f e s s i o n a l s , such as c h i r o p r a c t o r s , acupuncturists, and 

massage t h e r a p i s t s are also w e l l defined. However, there 

are many complementary and a l t e r n a t i v e medicine 

d i s c i p l i n e s t h a t do not have clear standards f o r d e f i n i n g 

a q u a l i f i e d p r a c t i t i o n e r . 

10 This i s an obstacle f o r determining the options 

11 of CAM providers and therapies to be included i n health 

12 plan b e n e f i t packages. 

13 Education and t r a i n i n g to become a p r a c t i t i o n e r 

14 of CAM therapies vary widely from a few weekends of 

15 t r a i n i n g t o several years of education plus a f e l l o w s h i p , 

15 leading to c e r t i f i c a t i o n and/or l i c e n s u r e . I f there i s 

17 no s t a t e l i c e n s i n g or other c e r t i f i c a t i o n process, what 

18 methodology should be used to assess the p r a c t i t i o n e r ' s 

19 baseline q u a l i f i c a t i o n s f o r performing t h e i r therapies. 

20 Some health plans use advisory boards to 

21 f a c i l i t a t e the process f o r d e f i n i n g q u a l i f i c a t i o n s 

22 necessary where there i s l i t t l e guidance found i n the 
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form of c e r t i f i c a t i o n or l i c e n s i n g standards from the 

profession or through s t a t e r e g u l a t i o n . 

In general, health plans o f f e r i n g complementary 

and a l t e r n a t i v e medicine t o t h e i r enrollees use methods 

t h a t p a r a l l e l those t h a t are used f o r t h e i r a l l o p a t h i c 

providers where possible. These include review of 

p r a c t i t i o n e r databanks and other types of data to 

determine i f there are sanctions or l e g a l actions 

documented, the number of years the p r a c t i t i o n e r has been 

10 i n p r a c t i c e , education, f e l l o w s h i p s , and residencies, and 

11 the extent of the program attended, and a s i t e v i s i t t o 

12 assess and make sure t h a t the o f f i c e i s appropriate and 

13 equipped f o r the type of therapies t h a t the p r a c t i t i o n e r 

14 has said they were going to provide. 

1 5 These are important actions taken by health 

16 plans f o r determining the basic l e v e l of preparedness f o r 

17 a CAM p r a c t i t i o n e r , e s p e c i a l l y f o r those i n a d i s c i p l i n e 

18 t h a t does not re q u i r e any form of l i c e n s i n g or 

19 c e r t i f i c a t i o n or secondary v e t t i n g . 

20 Strategies f o r developing consistent n a t i o n a l 

21 standards f o r education, t r a i n i n g , and possibly l i c e n s u r e 

22 t h a t are appropriate f o r the various CAM therapies are 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



1 47 

needed. A d d i t i o n a l l y , ensuring t h a t these standards are 

p u b l i c l y a v a i l a b l e to health plans, consumers, and other 

health care e n t i t i e s i s important f o r the support of 

b e n e f i t decision making. 

Standards of Pra c t i c e . Defined standards f o r 

the l e v e l of education and t r a i n i n g , combined w i t h 

s c i e n t i f i c evidence of care, provide a framework f o r 

developing standards of p r a c t i c e . Health plans are held 

accountable by governments, purchasers, and other 

10 a c c r e d i t i n g organizations f o r ensuring t h a t t h e i r systems 

11 and processes of support p r a c t i c e standards. Health 

12 plans hold t h e i r providers accountable f o r using accepted 

13 standards of p r a c t i c e . 

14 The baseline t h i n g I would l i k e to say, though, 

15 i s th a t i n order f o r health plans to make t h e i r b e n e f i t 

16 decisions and also meet t h e i r q u a l i t y agendas, i t i s 

17 important f o r there to be a good a system of 

c r e d e n t i a l i n g , evidence t h a t services provided are 

19 e f f i c a c i o u s and also safe, and the t h i r d i s standards of 

20 p r a c t i c e so they measure q u a l i t y . 

21 DR. GORDON: Thank you. Thank you very much. 

22 We appreciate t h a t . The r e s t of the testimony i s there 
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i n the w r i t t e n testimony. 

Alan Korn. 

Presenter: Alan Korn, M.D. 

DR. KORN: Mr. Chairman and members of the 

Commission, I am Alan Korn, the Senior Vice President f o r 

C l i n i c a l F a i r s and Chief Medical O f f i c e r f o r the Blue 

Cross and Blue Shield Association. I s i n c e r e l y 

appreciate the oppo r t u n i t y to speak today on behalf of 

9 the Blues about health insurance perspectives on 

10 complementary and a l t e r n a t i v e medicine. 

1 1 The Association i s a n a t i o n a l c o o r d i n a t i n g body 

12 of 45 independent Blue Cross and Blue Shield plans t h a t 

13 provide health care coverage to one i n four, or more than 

14 80 m i l l i o n , Americans. A l l plans are members of the 

15 Association, which licenses the plans to use the Blue 

15 Cross and Blue Shield name and trademark. 

17 Blue Cross and Blue Shield plans c o n s t i t u t e the 

18 l a r g e s t , most experienced provider of health care 

19 coverage i n the country, but each plan i s an autonomous 

20 o r g a n i z a t i o n t h a t operates independently i n i t s own l o c a l 

21 service area, where i t has the f l e x i b i l i t y t o respond to 

22 l o c a l market demands and health care needs. 
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Over the past several years, health plans have 

become i n c r e a s i n g l y i n t e r e s t e d i n complementary and 

a l t e r n a t i v e medicine due to strong p u b l i c demand. 

Published studies, i n f a c t , suggest t h a t more than 600 

m i l l i o n v i s i t s are made annually t o such providers, more 

than the t o t a l number of v i s i t s to a l l primary care 

physicians. Recent surveys conducted by the Association 

i n d i c a t e t h a t about a t h i r d of responding Blue plans, 

e s p e c i a l l y HMOs and PPOs, accommodate member demand f o r 

10 acupuncture services, while 8 percent accommodate 

11 naturopathy and 7 percent homeopathy. PPOs are more 

12 l i k e l y to accommodate homeopathy and 18 percent reported 

13 doing so. 

14 I would l i k e to c l a r i f y t h a t the Association 

15 does not consider c h i r o p r a c t i c services to be 

16 complementary or a l t e r n a t i v e f o r the purpose of t h i s 

17 statement. I believe t h a t c h i r o p r a c t i c has become a 

18 stakeholder i n the p o l i t i c a l l y dominate health system of 

19 the United States. The NIH O f f i c e of A l t e r n a t i v e 

20 Medicine defines complementary and a l t e r n a t i v e medicine 

21 as healing resources outside the p o l i t i c a l l y dominant 

22 system. 
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1 Why are Blue's plans o f f e r i n g these b e n e f i t s at 

2 t h i s time? Well, there are three main reasons f o r 

p r o v i d i n g a discount network or c o n t r a c t u a l b e n e f i t f o r 

CAM services. The f i r s t and most prevalent reason i s to 

5 respond to competitive pressures by v i s i b l y meeting 

6 consumer demand. 

Health plans my d i f f e r e n t i a t e themselves i n the 

competitive market and appeal to d i f f e r e n t segments of 

9 the population by o f f e r i n g these very popular programs. 

10 A second reason i s compliance w i t h state-mandated 

11 coverages. And a t h i r d reason f o r health plans to o f f e r 

12 a program i s the p o t e n t i a l f o r the use of these services 

13 t o t h e o r e t i c a l l y reduce health care costs through 

14 emphasis on health maintenance, leading to improved 

15 health status and lower use of other services and/or 

15 serving as an a l t e r n a t i v e to higher cost services. 

17 CAM services t y p i c a l l y have lower p e r - u n i t 

18 charges than conventional biomedical services, but 

19 e x i s t i n g data, however, suggests t h a t these services are 

20 o f t e n a d j u n c t i v e r a t h e r than s u b s t i t u t i v e f o r 

21 conventional care. 

22 Health plans i n t e r e s t e d i n o f f e r i n g these 
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programs must consider a number of important issues and 

design options. The Association has made no 

recommendations to Blue plans on p r o v i d i n g b e n e f i t s f o r 

these services. These can be i n t e g r a t e d i n t o insured 

b e n e f i t s by being added to basic b e n e f i t s or by being 

o f f e r e d as a separate r i d e r w i t h an a d d i t i o n a l premium. 

A l t e r n a t i v e l y , improved access to these 

services can be achieved a value-added program t h a t does 

not e n t a i l an a d d i t i o n a l premium. Value-added programs 

10 may provide access to a cr e d e n t i a l e d network of CAM 

11 providers at a discount. Members would s e l f - r e f e r and 

12 pay f o r the discounted services out of pocket. This i s 

13 not news t o you. 

14 I n t e g r a t i n g CAM b e n e f i t s i n t o e x i s t i n g insured 

15 medical b e n e f i t coverage confronts several d i f f i c u l t 

15 obstacles. I n t e g r a t i o n would re q u i r e applying the same 

17 c o n t r a c t u a l d e f i n i t i o n s and exclusions to complementary 

18 and a l t e r n a t i v e medicine t h a t apply to conventional 

19 biomedical services. 

20 I n our l i t i g i o u s environment, contract 

21 p r o v i s i o n s and p o l i c y must be f i r s t c l i n i c a l l y , then 

22 l e g a l l y d e f e n s i b l e , and applied c o n s i s t e n t l y . Health 
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plans use two contract provisions i n a d j u d i c a t i n g 

b e n e f i t s included w i t h i n the b e n e f i t c o n t r a c t . 

They determine f i r s t t h a t the service i n 

question i s i n v e s t i g a t i o n a l . I f not, the health plan 

would then determine the service to be medically 

necessary t h a t i s appropriate f o r the p a t i e n t ' s 

c o n d i t i o n s . 

Blue Cross and Blue Shield plans t y p i c a l l y 

define i n v e s t i g a t i o n a l services as those t h a t have not 

been shown through c l i n i c a l evidence to improve health 

11 outcomes when compared to a l t e r n a t i v e s . 

12 Health plans have made great s t r i d e s i n 

1 3 applying evidence-based standards to coverage 

14 determinations. Health plans t r y to make decisions based 

15 on s c i e n t i f i c evidence or, i f necessary, on w e l l -

15 documented expert consensus, which i s generally based on 

17 soon-to-be-published studies or published studies w i t h 

18 small numbers of p a t i e n t s , but not by anecdotal evidence. 

19 My w r i t t e n statement r e f e r s to the TEC c r i t e r i a 

20 used by some plans to define i n v e s t i g a t i o n a l . TEC being 

21 the Technology Evaluation Center, which i s housed i n the 

22 Blue Cross and Blue Shield Association b u i l d i n g . 
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Can CAM services meet i n v e s t i g a t i o n a l and 

medical necessity c r i t e r i a ? Most complementary and 

a l t e r n a t i v e therapies would f a i l an evidence-based 

d e f i n i t i o n of n o n - i n v e s t i g a t i o n a l . The effe c t i v e n e s s of 

most services at improving health outcomes has not been 

evaluated i n s c i e n t i f i c a l l y v a l i d c l i n i c a l t r i a l s . 

C l i n i c a l t r i a l s f o r most CAM therapies would be 

d i f f i c u l t t o v a l i d a t e because therapies are of t e n 

i n d i v i d u a l i z e d to s u b j e c t i v e complaints. E l i m i n a t i o n of 

10 bias from protocols and outcome measures could be 

11 d i f f i c u l t , i f not impossible, due to the customization of 

12 therapy and the s u b j e c t i v i t y of r e s u l t s . 

13 At t h i s time adequate, non-anecdotal outcomes 

14 data f o r many CAM therapies are unavailable. Such 

1 5 evidence would be welcomed by those who would 

15 c o n s i s t e n t l y apply them i n a d j u d i c a t i o n processes. 

17 The next step i n the b e n e f i t s a d j u d i c a t i o n 

18 process evaluates the medical necessity and 

19 appropriateness of the service f o r an i n d i v i d u a l 

20 p a t i e n t ' s c o n d i t i o n . To make medical assessment and 

21 determinations, health plans r e f e r to c r i t e r i a t h a t 

22 de l i n e a t e i n d i c a t i o n s f o r p a r t i c u l a r services and 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



1 54 

mo d a l i t i e s . 

These c r i t e r i a may be developed by pr o f e s s i o n a l 

organizations, government bodies, such as NIH or AHRQ, 

academic centers, or even c o n s u l t i n g organizations, but 

c l i n i c a l evidence, expert consensus, and u t i l i z a t i o n data 

are the foundations of medical necessity c r i t e r i a . 

Developing p a t i e n t s e l e c t i o n and 

appropriateness c r i t e r i a f o r CAM services may prove 

d i f f i c u l t due to the disparate philosophies of such 

10 d i s c i p l i n e s t h a t are involved i n CAM therapy and the 

11 d i s p a r i t y of p r a c t i t i o n e r s and to whether s p e c i f i c 

12 categories of services w i l l be intended f o r preventive, 

13 which i s o f t e n included i n co n t r a c t s , or f o r the 

14 treatment of diagnosis and s p e c i f i c conditions or 

1 5 d i s o r d e r s . 

16 I f health plans opt to i n t e g r a t e these services 

17 i n t o basic h e a l t h care b e n e f i t s , they may need to employ 

18 d i f f e r e n t standards f o r medical necessity determinations 

19 than they employ f o r t r a d i t i o n a l biomedical services, 

20 undermining the plan's coverage a d j u d i c a t i o n process. 

21 For example, the program completed 17 d i f f e r e n t 

22 independent c l i n i c a l e f f e c t i v e n e s s analyses of p o s i t r o n 
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emission tomography, or PET scans, since 1989, i n v o l v i n g 

c e n t r a l nervous system cancers and various cardiac 

i n d i c a t i o n s . Based on those analyses, only seven 

i n d i c a t i o n s met the c r i t e r i a . 

To conduct a comparable analysis of i n d i c a t i o n s 

f o r acupuncture, f o r example, i t would be necessary to 

evaluate the l o c a t i o n and number of each needle and 

degree of p a t i e n t - r e p o r t e d pain r e l i e f f o r each 

placement. The issues, remember, f o r a health plan w i l l 

10 always be how many do we pay f o r and f o r how long and f o r 

11 each c o n d i t i o n . This analysis f o r m u l t i p l e d i f f e r e n t 

12 massage therapy m o d a l i t i e s would be even more d i f f i c u l t . 

13 Reliance on a separate r i d e r w i t h a separate 

14 premium component could e l i m i n a t e t h i s p o t e n t i a l 

15 c o n f l i c t . A separate r i d e r could specify a designated 

16 number of v i s i t s , an annual d o l l a r l i m i t , and/or a 

17 selected provider network. 

18 Separate r i d e r s t h a t w i l l carry a separate 

19 premium are also much easier to p r i c e , since the number 

20 of v i s i t s , et cetera, are c o n t r o l l e d by the d e f i n i t i o n . 

21 Health plans c u r r e n t l y lack the data on the l o c a l use of 

22 such providers and how these services e i t h e r s u b s t i t u t e 
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or add to t r a d i t i o n a l types of care. 

Discount networks do not requ i r e b e n e f i t 

a d j u d i c a t i o n , as w e l l , and I t h i n k you w i l l understand 

how they work. 

I would also l i k e , p a r e n t h e t i c a l l y , to address 

one f u r t h e r issue before concluding my remarks, and th a t 

i s coding. Coding poses a p o t e n t i a l issue f o r 

reimbursement of these services. Under HIPAA, only 

n a t i o n a l l y - r e c o g n i z e d code sets may be submitted and 

10 processed e l e c t r o n i c a l l y . 

1 1 CPT codes f o r medical and s u r g i c a l services are 

12 one of the recognized code sets f o r HIPAA. Certain CAM 

13 services, s p e c i f i c a l l y acupuncture and massage, do have 

14 CPT codes. I t i s unclear, however, whether CPT would 

15 recognize a d d i t i o n a l CAM services f o r code development. 

16 Under HIPAA, u n l i k e the past, health plans can no longer 

17 develop l o c a l codes f o r i d e n t i f y i n g and reimbursing such 

services. The coding issue f o r CAM service requires 

19 f u r t h e r a n a l y s i s . 

20 To conclude, I would l i k e to say th a t health 

21 plans are ex p l o r i n g these programs due t o strong member 

22 i n t e r e s t , i n c l u d i n g i n the basic b e n e f i t s may undermine 
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health plan evidence-based kinds of a d j u d i c a t i o n 

processes. 

More research i s urgently needed t o evaluate 

the e f f e c t i v e n e s s of these services i n improving health 

outcomes. I t w i l l also be important to study how CAM 

care r e l a t e s and supports conventional biomedical 

services. Can CAM s u b s t i t u t e a p p r o p r i a t e l y f o r some 

biomedical services or w i l l they always be a d d i t i v e ? 

The impact of CAM services on improving health 

I 0 and moderating health care costs must be studied and 

I I proven to be of value based on c l i n i c a l evidence. Such 

12 studies must use metrics t h a t w i l l withstand the l e g a l 

13 and pr o f e s s i o n a l s c r u t i n y to which plans are subject 

14 p r i o r t o t h e i r i n c l u s i o n of CAM i n a c t u a r i a l - d r i v e n 

15 health care products. 

15 Thank you f o r your a t t e n t i o n . 

1 7 Panel Discussion 

18 DR. GORDON: Thank you very much. Thank you 

19 a l l three. That gives us a very nice overview. 

20 Questions from the Commissioners? George? 

21 MR. DEVRIES: Dr. Korn, thank you very much f o r 

22 your overview of how Blue Cross Blue Shield i s 
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approaching CAM b e n e f i t s . 

I n p a r t i c u l a r , you described the p o s s i b i l i t y of 

supplemental b e n e f i t r i d e r s , and i n p a r t i c u l a r , I want to 

touch on one issue r e l a t e d to a Blue Cross Blue Shield 

plan covering CAM as a b e n e f i t , even as a supplemental 

b e n e f i t r i d e r . 

Really, i t i s the issue of lice n s u r e of 

providers, i n th a t the access to providers i s c r i t i c a l 

and yet we have, as we have also heard from American 

10 Association of Health Plans and from other organizations 

11 presenting t h i s morning, t h a t there i s a d i s p a r i t y , s h a l l 

12 we say, i n li c e n s u r e i n states across the country. In 

13 p a r t i c u l a r , you take something l i k e acupuncture where i t 

14 may not be licensed i n a l l s t a t e s , or naturopathy, f o r 

15 example, where doctors of naturopathy are licensed i n 

1 5 only 11 s t a t e s . 

17 I guess my question would be, what would be the 

18 Blue Cross Blue Shield Association's p o s i t i o n on covering 

19 as a b e n e f i t , CAM as a b e n e f i t , supplemental b e n e f i t 

20 r i d e r working w i t h covering services from licensed 

21 providers versus non-licensed providers i n the importance 

22 t h a t those providers have a l i c e n s i n g s t a t u t e i n tha t 
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st a t e and are able to be licensed. 

DR. KORN: Thank you. That i s an outstanding 

question. I deferred discussion of li c e n s u r e to my 

colleague, because we had to t a l k f a s t to get our l i t t l e 

piece i n . 

6 F i r s t of a l l , the Association, we independently 

7 license 45 plan, who s t r u c t u r e t h e i r own b e n e f i t plans 

w i t h i n t h e i r i n d i v i d u a l markets. We don't disseminate a 

model. 

10 I would venture a guess, however, t h a t given 

11 the l e g a l environment i n which health plans e x i s t today, 

12 the r i s k of sanctioning a group of providers t h a t aren't 

13 licensed would be very high, because any harm would 

14 obviously be focused r i g h t on the health plan f o r 

15 s t e e r i n g or d i r e c t i n g a p a t i e n t t o a pr e f e r r e d provider 

15 of services t h a t we r e a l l y have no metric to measure 

17 e i t h e r competence or outcomes. 

18 So although t h a t decision w i l l be made 45 

19 times, I t h i n k 45 l e g a l departments, having reviewed i t , 

20 would probably be very cautious about o f f e r i n g unlicensed 

21 networks t o members on any p r e f e r r e d basis. 

22 MR. DEVRIES: Thank you. 
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DR. GORDON: Other questions or comments? 

Ch a r l o t t e , go ahead. 

MS. KERR: I di d n ' t q u i t e say yes, but there 

was something I wanted t o say i n my eyes. 

Dr. Korn, I thought a l l the presentations were 

e x c e l l e n t . I wanted to say there were p a r t i c u l a r 

i n s i g h t s i n t o your presentation I was curious about. 

One, i n terms of the t r i a l s f o r CAM therapies, 

t h a t the t r a d i t i o n a l research models may not apply, you 

10 also seemed to i d e n t i f y t h i s whole d i f f i c u l t y on a 

1 1 conceptual l e v e l of the biomedical model and 

12 complementary and a l t e r n a t i v e therapies. How i s i t t h a t 

13 the Blues kind of have evolved to t h i s knowing? Have you 

14 had input on your advisory l e v e l s and decision-making 

15 l e v e l s by complementary and a l t e r n a t i v e therapy 

15 p r a c t i t i o n e r s ? 

17 DR. KORN: We do. We have discussions 

18 r e g u l a r l y w i t h both s t a t e and n a t i o n a l organizations 

19 about such therapies. Our issue i s n ' t whether there i s a 

20 demand or even f a i r l y good word of mouth on some of 

21 these. 

22 We are i n a s p o t l i g h t . We are i n many 
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s p o t l i g h t s . We are i n , obviously, the media s p o t l i g h t , 

physicians obviously are very i n t e r e s t e d i n what we are 

doing, and non-physicians as w e l l , as are t r i a l lawyers. 

So the one t h i n g we have to do i s maintain a 

set of business p r a c t i c e s which are consiste n t , 

d e f e n s i b l e , and q u i t e open, and in c r e a s i n g l y we are doing 

t h a t . I t i s a challenge. 

I t h i n k the c r e a t i v e responses are to say, 

w e l l , we would o f f e r the c h i r o here, we won't warrant 

10 t h a t we know much about some of these i n d i v i d u a l s , but 

11 f o r a set premium there i s t h i s set of services t h a t are 

12 reimbursed t h a t we w i l l not warrant th a t there i s 

13 anything t h a t we can judge as being b e t t e r or less good 

14 than something else. 

And so, I t h i n k i t i s a very c r e a t i v e way of 

16 dealing w i t h i t , given the tough environment we are i n , 

1 7 or a l l together these value-added networks where 

18 discounts are o f f e r e d and i t i s out-of-pocket. The 

19 evidence i s what we r e a l l y , r e a l l y want, peer-reviewed 

20 evidence t h a t stands up to the kind of s c r u t i n y t h a t we 

21 are held to a l l the time. 

22 That s o r t of cuts both ways. Just a b i t of 
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anecdote here. You are a l l aware of the very t e r r i b l e 

problems we face here i n t h i s country w i t h respect t o 

autologous bone marrow t r a n s p l a n t a t i o n f o r v i c t i m s of 

breast cancer, over a decade. Without the evidence, we 

eventually began paying the claims f o r a l l of the reasons 

t h a t I am sure you understand and appreciate. Having 

done so, we are now being sued by p a t i e n t s who thought we 

should have known b e t t e r and not allowed them to have 

unproven treatment. 

10 So, given the environment, we have got to be 

11 e x t r a o r d i n a r i l y cautious about a l l such matters. My plea 

12 i s , show me the evidence, please. 

13 DR. GORDON: I have a follow-up question to 

14 t h a t . The example about acupuncture having to j u s t i f y 

15 each p o i n t as an analogy to using scans, diagnostic 

16 techniques, i t seems to me th a t one could also j u s t 

17 simply do outcome studies i n which the choice of points 

18 was o p t i o n a l . I t i s r e a l l y the method t h a t i s being 

19 used, r a t h e r than the s p e c i f i c p o i n t s . Does t h a t make 

20 sense? 

21 DR. KORN: Yes. Yes, i t would. As we get i n t o 

22 the d e t a i l s , we would want to be c e r t a i n t h a t u n l i k e 
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c e r t a i n other d i s c i p l i n e s , there i s not a fee associated 

w i t h each needle. 

3 DR. GORDON: There i s not, what, I'm sorry? 

4 DR. KORN: There i s not a fee associated w i t h 

each needle, because other d i s c i p l i n e s have done t h a t . 

DR. GORDON: Are some people charging a fee f o r 

each needle? 

DR. KORN: Well, not necessarily the needle, 

9 but people b i l l very c r e a t i v e l y , and t h a t i s a question 

10 we would absolutely have to deal w i t h before very long. 

11 DR. GORDON: I t h i n k what you are saying, 

12 though, i s th a t outcome studies are regarded as good 

13 evidence by you. 

14 DR. KORN: Yes, tha t ' s r i g h t . I f we don't, i n 

15 every circumstance, have an i d e a l randomized, c l i n i c a l 

15 t r i a l , good observational studies are a p r e t t y good 

17 s u b s t i t u t e , i f we can get them w e l l done. 

18 DR. GORDON: I had a more general question, and 

19 maybe a l l three of you might respond to i t . This r e l a t e s 

20 to one of the perspectives of complementary and 

21 a l t e r n a t i v e medicine. 

22 Many of these t r a d i t i o n a l systems of healing 
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th a t we are t a l k i n g about are very much focused on health 

promotion as w e l l as disease prevention. I am wondering 

what you are t h i n k i n g about i n the health plans or at the 

st a t e l e v e l f o r i n c l u d i n g t h i s kind of approach, which 

p o t e n t i a l l y has tremendous cost savings. Some of them 

have already been demonstrated i n some papers. Dr. David 

Sobel's work, f o r example, on mind-body therapies and 

cost savings. 

9 I am wondering where you are i n considering 

10 some of these, r e a l l y , more g l o b a l or more h o l i s t i c 

1 1 approaches f o r coverage and consideration? 

12 MS. WILSON: That i s hard to say, because I 

13 t h i n k t h a t i n each s t a t e exactly how a l e g i s l a t u r e comes 

14 to address any given therapy v a r i e s . Sometimes i t i s 

15 because the school t h a t c e r t i f i e s or educates t h a t 

15 p a r t i c u l a r provider i s located i n t h a t s t a t e . Sometimes 

17 i t i s because a key member of the l e g i s l a t u r e has ava i l e d 

18 him- or h e r s e l f of the treatment t h a t they have found 

19 e f f e c t i v e , and i t was not reimbursed under t h e i r plan. 

20 So there could be any number of reasons why a 

21 l e g i s l a t u r e considers a treatment or a provider. 

22 Sometimes i t i s because the providers are organized i n a 
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way t h a t they have made an e f f e c t i v e presentation to the 

l e g i s l a t u r e and, on a demonstration basis or operating 

under the supervision of an already licensed 

p r a c t i t i o n e r , get an oppo r t u n i t y to show whether or not 

t h e i r therapy i s e f f e c t i v e or not. So i t i s kind of hard 

to say. 

In general, l e g i s l a t u r e s are very i n t e r e s t e d i n 

e f f e c t i v e treatment. One example I can give i s 

acupuncture f o r d e t o x i f i c a t i o n f o r chemical dependency. 

10 This i s an area t h a t seems to have a f a i r l y high degree 

1 1 of i n t e r e s t i n the s t a t e l e g i s l a t u r e s because of the lack 

12 of e f f e c t i v e n e s s , or c e r t a i n l y the challenges t h a t have 

13 been found i n other treatment modes f o r chemical 

14 dependency. So, i n some respects, i t i s , w e l l , these 

15 other things haven't worked, t h i s seems to have worked i n 

15 some cases, l e t ' s give i t a t r y . So I t h i n k i t i s 

17 e c l e c t i c , and i t r e a l l y depends, on a sta t e - b y - s t a t e 

18 basis, what i s going on i n that s t a t e and how i t comes to 

19 the l e g i s l a t u r e . 

20 MS. FRANCIS: Yes. I t h i n k t h a t from health 

21 plan to hea l t h plan i t would vary on how i t may be 

22 incorporated i n t o t h e i r b e n e f i t packages. 
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Health plans, managed care, one of t h e i r basic 

themes i s prevention and health promotion, but yet we 

s t i l l , as I said before, looking at the evidence and 

looking at q u a l i f i e d providers, some health plans do 

o f f e r at discounts wellness and prevention therapies such 

as yoga and membership to health clubs, stress and 

r e l a x a t i o n , those types of therapies t h a t do help w i t h 

prevention and health promotion. But i t would vary from 

plan t o plan. 

10 DR. GORDON: I'm sorry, i t i s very what? 

11 MS. FRANCIS: I said i t would vary from plan to 

12 plan and s t a t e to s t a t e , though. 

13 DR. KORN: I t i s a complicated world, Mr. 

1 4 Chairman. 

15 I would agree w i t h Merilyn w i t h respect to 

15 large health plans, large employers, and HMOs. And 18 

17 percent of our 80 m i l l i o n are e n r o l l e d i n HMOs. Half of 

18 our e n r o l l e d l i v e s at Blue Cross and Blue Shield are 

19 small businesses, beauty shops, p r i n t stores, mom-and-pop 

20 operations, and i n d i v i d u a l f a m i l i e s . And to make health 

21 insurance a f f o r d a b l e , they o f t e n pick and choose 

22 b e n e f i t s , i n c l u d i n g only those t h a t p r o t e c t t h e i r members 
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from c a t a s t r o p h i c events. 

Generally, the kinds of things t h a t we would 

c a l l l i f e s t y l e or wellness are thought t o be i n d i v i d u a l 

r e s p o n s i b i l i t i e s , not c o l l e c t i v e r e s p o n s i b i l i t i e s . That 

i s an important market. The r i s k of p u t t i n g too much 

i n t o the b e n e f i t plan i s th a t we make them uninsured. 

That i s the Blues. That i s a good part of what we s t i l l 

do. 

The other issue i n some large accounts i s , even 

10 the w i t h d o u b l e - d i g i t p r e s c r i p t i o n drug costs, every 

11 emerging new technology, they have to draw the l i n e 

12 somewhere. Nobody would argue t h a t these kinds of 

13 services are important. We a l l ought t o . I guess the 

14 argument has to be i s i t something t h a t we want our 

1 5 f r i e n d s and neighbors to pay f o r through premiums or i s 

15 i t something t h a t we should assume i s personal 

17 r e s p o n s i b i l i t y . 

The easy answer i s l e t someone else pay. The 

19 t r u t h i s probably somewhere i n the middle. So, although 

20 I would agree t h a t these are important considerations and 

21 down the road may be associated w i t h long-term savings, 

22 the insurance market i s an annual by decision t h a t we 
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have to l i v e i n year i n and year out, and we are faced 

2 w i t h a great number of upward cost pressures r i g h t now 

3 th a t you are a l l aware of, reading the newspapers, et 

4 cetera. So i t i s a very complex world. 

5 DR. GORDON: Thank you. Joe? 

5 MR. PIZZORNO: Dr. Korn, you made a very 

7 provocative statement t h a t I would l i k e you to address 

f u r t h e r . You said you do not consider c h i r o p r a c t i c part 

9 of CAM anymore, t h a t i s part of the dominant health care 

system at t h i s p o i n t . Why do you t h i n k t h a t and what was 

the t r a n s i t i o n t h a t c h i r o p r a c t i c went through? 

^2 DR. KORN: The c h i r o p r a c t o r s have gone through 

13 a very p a i n f u l t r a n s i t i o n and one th a t I would wish none 

of you would have to do. I t i s obviously a very complex 

15 t o p i c t h a t I w i l l t r y to summarize at a very, very high 

1 6 l e v e l . 

What we have observed over the past many years, 

four or f i v e r e a l l y , and we have r e a l l y a c t u a l l y come to 

understand q u i t e c l e a r l y through some d i r e c t discussions 

w i t h the American C h i r o p r a c t i c Association, i s the 

profession has evolved i n a way th a t we f i n d to be q u i t e 

1 0 

1 1 

1 4 

1 8 

19 

20 

21 

22 i n t r i g u i n g 
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They have now adopted i n large measure a 

c o l l a b o r a t i v e model of care, i n which what the 

c h i r o p r a c t i c community o f f e r s i s merged w i t h what the 

a l l o p a t h i c and osteopathic communities o f f e r . And you 

have a unique opp o r t u n i t y we see here i n blending a l l of 

the science o f t e n rendered by physicians, who s o r t of 

stand behind a medical record, i t gets between them and 

the p a t i e n t , and another body of physicians, and t h a t i s 

how c h i r o p r a c t o r s are defined i n most s t a t e s , who r e a l l y 

10 are very expert i n hands-on care, n u t r i t i o n a l counseling, 

11 l i f e s t y l e t h i n g s . 

12 What we have observed, the data would suggest 

13 t h a t w i t h t h a t kind of an approach, p a t i e n t s are f a r more 

14 l i k e l y t o change t h e i r behavior, to not smoke, to lose 

15 weight, t o exercise, to eat properly than being t o l d to 

16 do so by someone s i t t i n g on the other side of the desk, 

17 w r i t i n g a progress note i n a a l l o p a t h i c o f f i c e . 

So, we could t a l k a great deal more about i t , 

19 but we have become impressed w i t h the c o n t r i b u t i o n t h a t 

20 t h a t model of care has i n the g l o b a l p i c t u r e . Again, 

21 t h a t i s o v e r l a i d on a long h i s t o r y and many other things, 

22 but th a t i s why, at t h i s p o i n t , i t probably makes sense 
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to put them outside of the CAM c i r c l e . 

DR. GORDON: Okay. I have Wayne, George 

Bernier, B i l l , and Tom. 

DR. JONAS: I would l i k e to ask you a l l to 

r e f l e c t on what impact the current lOM re p o r t on crossing 

the q u a l i t y chasm, tha t I t h i n k at l e a s t two of you 

mentioned, i s going to have, i f any, on health care 

b e n e f i t s , payment, associations, et cetera. 

What I heard you j u s t describe. Dr. Korn, i s 

I 0 t h a t c h i r o p r a c t o r s appear to have developed a 

I I r e l a t i o n s h i p w i t h t h e i r p a t i e n t s t h a t i s more 

12 m o t i v a t i o n a l , perhaps more continuous, customizes the 

13 care, perhaps more i n d i v i d u a l l y than what we c u r r e n t l y 

14 have, and puts the i n d i v i d u a l kind of i n c o n t r o l of the 

15 s i t u a t i o n . Of the 10 ru l e s t h a t lOM l i s t e d , the f i r s t 

16 three, and I assume these are i n some kind of p r i o r i t y 

17 order, i s th a t care i s based on a continuous healing 

r e l a t i o n s h i p , not j u s t o f f i c e v i s i t s ; care i s customized 

19 and i n d i v i d u a l i z e d according to p a t i e n t needs and values; 

20 and the p a t i e n t i s the source of the c o n t r o l . I t h i n k 

21 evidence-based medicine i s number f i v e on th a t issue. 

22 I couldn't t h i n k of any b e t t e r f i r s t three 
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p r i n c i p l e s i n terms of what I would l i k e t o see i n health 

care, and I'm wondering i f many complementary 

p r a c t i t i o n e r s aren't, i n t h e i r own l i t t l e world, 

p r o v i d i n g these kinds of c h a r a c t e r i s t i c s , and part of the 

pub l i c response i s th a t they l i k e t h a t b e t t e r and they 

are w i l l i n g to pay f o r i t and do i t even outside the 

heal t h care system? 

How i s t h i s going to impact on our current 

system and reimbursement? Are any of these p r i n c i p l e s 

10 going t o be able to be implemented? I s payment going to 

11 be able t o be aligned w i t h some of these p r i n c i p l e s i n 

12 some way? W i l l i t r e q u i r e r e s t r u c t u r i n g of how we t h i n k 

13 of hea l t h and disease? 

14 The f i r s t one, i s about healing r e l a t i o n s h i p s . 

15 That i s the f i r s t time I have ever heard t h a t , r e a l l y , as 

16 the top p r i o r i t y . I am j u s t wondering i f any of you 

17 could r e f l e c t on i f and how t h i s might impact the 

18 reimbursement payment system? 

19 MS. FRANCIS: Well, I t h i n k i t i s probably a 

20 l i t t l e too ea r l y to t e l l i n some ways how i t i s going to 

21 impact, but the s i x aims t h a t the lOM rep o r t does put 

22 f o r t h as f a r as how to increase the q u a l i t y of the health 
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care system and to redesign health processes throughout 

the health care system have to be taken together and not 

necessarily i n i s o l a t i o n . 

Each of those p r i n c i p l e s on t h e i r own are 

important, but along w i t h the healing r e l a t i o n s h i p s and 

the patient-centered care i s the issue of safety and 

evidence-based and access and things l i k e t h a t . 

I t h i n k t h a t as the e n t i r e health care system 

moves towards having b e t t e r r e l a t i o n s h i p s , having more 

10 c o o r d i n a t i o n of care, r e a l l y looking at the evidence of 

11 care, then what may happen and should happen i s some care 

12 t h a t i s not as optimal as i t should be may be reto o l e d 

13 and made more e f f e c t i v e . But as f a r as reimbursement, I 

14 t h i n k t h a t i s probably f a r down on the l i s t r i g h t now, 

15 only because there i s some of these other macro issues 

16 t h a t need t o be de a l t w i t h and worked on beforehand. 

17 DR. GORDON: Go on. 

DR. KORN: Healing r e l a t i o n s h i p s are probably 

19 the most important f a c t o r i n p a t i e n t compliance and 

20 u l t i m a t e success, once you get beyond the biochemistry 

21 and the drug or whatever. 

22 Now, once a health plan establishes a network. 
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and of course the Blues contract w i t h 90 percent of 

doctors i n the country, they are st a b l e . Occasionally 

doctors d i e , new doctors come i n t o the system, and 

occasionally they are drummed out f o r one reason or 

another, but they are very s t a b l e networks. Why then 

don't we have healing r e l a t i o n s h i p s ? 

The average turnover i n a health plan i s 19 

percent a year. Every January t h a t happens, so th a t your 

9 a b i l i t y t o stay w i t h a p a t i e n t longer than three or four 

years i s very low. Why? Price. People shop on p r i c e 

1 1 annually. 

1 2 So, we have a very d i f f i c u l t problem now i n 

13 maintaining healing r e l a t i o n s h i p s i n a competitive 

14 business environment. 

15 Now, i n terms of reimbursement, I t h i n k there 

16 i s an opp o r t u n i t y to r e a l l y d i f f e r e n t i a l l y reimburse f o r 

17 outstanding outcomes, but a health plan can't do th a t a l l 

18 by i t s e l f . I f you were t o t e l l me as an a c c r e d i t o r or a 

19 purchaser t h a t I want you to f i g u r e out who your best 

20 doctors are, what am I going to do? I'm going to create 

21 a bell-shaped curve, aren't I? And I w i l l reward the two 

22 standard d e v i a t i o n s way over on the f a r r i g h t side of the 
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curve and maybe ding the people on the l e f t a l i t t l e b i t , 

but f o r 94 percent of the doctors i n my network, nothing 

w i l l have changed. 

So, to r e a l l y f i n d q u a l i t y and reward i t 

meaningfully, we are reaching out, f o r example, t o the 

5 American Academy of Family Physicians and saying, you 

7 define q u a l i t y , make i t meaningful, and when you f i n d i t , 

do whatever you can using peer pressure to get everybody 

i n t o t h a t top q u a r t i l e , l e t ' s move tha t curve over. When 

10 we do t h a t , we t h i n k the q u a l i t y w i l l be there, and when 

11 we do enhance reimbursement f o r those who do those things 

12 t h a t count there w i l l be some assurance t h a t the payback 

1 3 w i l l be rat h e r short—term r a t h e r than long, because we 

14 only have two or three years to make i t back. That 

15 p a t i e n t i s going to change health plans. 

16 So, we have a l o t to do. Qua l i t y i s n ' t 

17 something t h a t health plans can do to a doctor or a 

18 p a t i e n t . We have been l i v i n g i n a world i n which t h a t 

19 was the operative assumption, whether i t i s an a c c r e d i t o r 

20 or an employer. Quality and good outcomes are something 

21 t h a t h e a l t h plans have to do w i t h doctors, and t h a t means 

22 we need to re-earn your t r u s t and we need to get to work. 
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The Blue Cross and Blue Shield Association has been 

reaching out f o r the past two years, i n t e r n i s t s , 

p e d i a t r i c i a n s , family doctors, and even the AMA, which 

tomorrow, w i t h us, w i l l announce a major j o i n t i n i t i a t i v e 

a f t e r a year and a h a l f of discussion. We w i l l do i t 

together. 

MS. WILSON: I j u s t wanted to say th a t i n terms 

of the impact of the lOM study on s t a t e l e g i s l a t i o n , i t 

doesn't r e a l l y happen l i k e t h a t too o f t e n . Usually they 

10 are going to hear from the insurers and they are going to 

11 hear from those who want coverage perhaps, or those 

12 providers who want to be covered. 

13 The lOM study may be entered i n t o p u b l i c 

14 hearing at some po i n t by one of those p a r t i e s or another, 

15 but the lOM study i n and of i t s e l f doesn't d r i v e s t a t e 

15 l e g i s l a t i o n , and i t r e a l l y depends on how i t would be 

17 presented at t h a t p u b l i c hearing and how those 

l e g i s l a t o r s receive t h a t i n f o r m a t i o n as to how much 

19 impact i t would have at t h a t l e v e l . 

20 DR. JONAS: Yes. I'm wondering i f i t w i l l have 

21 any impact at a l l . I t s goals are so magnanimous, i f you 

22 w i l l , and also i t i s t a r g e t i n g system change, as opposed 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



1 76 

to what you j u s t described i n terms of working w i t h 

i n d i v i d u a l p r a c t i t i o n e r s , which i s a d i f f e r e n t matter. 

DR. GORDON: George. 

MR. BERNIER: I had wanted to ask Dr. Korn how 

p o l i c y decisions get made i n a c o l l e c t i o n of autonomous 

Blue Cross partners, and then when I heard t h a t there had 

been a p r e t t y dramatic change i n th a t r e l a t i o n s h i p 

between those i n s t i t u t i o n s and the c h i r o p r a c t i c 

e n t e r p r i s e , i t sounds l i k e maybe there are d i f f e r e n t 

10 kinds of decision making t h a t i s being c a r r i e d out at 

1 1 various times. 

12 Could you give us an idea? 

13 DR. KORN: I w i l l do i t very b r i e f l y . At the 

14 n a t i o n a l l e v e l , we t r y to create i n i n f r a s t r u c t u r e to 

15 ease both the human and f i n a n c i a l burdens on a l l of our 

15 plans. We have the Technology Evaluation Center, where 

17 we c e n t r a l l y look at new and emerging technologies and 

18 new i n d i c a t i o n s f o r e x i s t i n g technologies. 

19 We also have a Medical Policy Advisory Group. 

20 Not everything on earth can undergo a six-month 

21 assessment. So we w i l l look at medical l i t e r a t u r e and, 

22 i n an advisory way, advise our plans on what medical 
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p o l i c y might be wi t h respect t o an issue or a technology 

or a treatment or a procedure. They are not binding, but 

the plans t y p i c a l l y don't have the resources to do a l o t 

of a d d i t i o n a l research. 

So the compliance r u l e t h a t we l i k e to use 

w i t h i n the Blue system i s the 90/90/90 r u l e , t h a t 90 

percent of the plans w i l l probably use 90 percent of the 

p o l i c i e s 90 percent of the time, and 70 percent i s not 

too bad. We do have a number of n a t i o n a l accounts, as 

10 w e l l . So there i s the expectation t h a t we w i l l be 

1 1 c o n s i s t e n t . 

12 On the other hand, we are f i r m l y rooted i n 

13 l o c a l communities. The arrangement t h a t the Texas plan 

14 might make w i t h the M.V. Anderson H o s p i t a l , f o r example, 

15 would be unique and might not be ap p l i c a b l e i n Wyoming or 

15 i n Maine. 

17 So there i s autonomy and independence and, 

again, as I said e a r l y i n my statement, our plans have 

19 the a b i l i t y t o deal w i t h l o c a l medical need and market 

20 c o n d i t i o n s i n ways t h a t are unique. We provide, on an 

21 advisory basis, an i n f r a s t r u c t u r e t h a t we hope i s a cost 

22 savings to them. 
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DR. GORDON: Tom. 

MR. CHAPPELL: I have a question f o r Dr. Korn 

and f o r Merilyn Francis, please. 

4 The issue we face i s t o recommend p o l i c y t h a t 

5 i s i n t e g r a t i v e w i t h our present system, complementary, 

6 separate, and both of you have described the burden t h a t 

we need to achieve on c r e a t i n g b e t t e r case f o r the 

8 evidence of e f f i c a c y , safety and e f f i c a c y of CAM services 

9 i n your r e p o r t s . 

10 However, I s t i l l would l i k e to know whether you 

11 recommend we pursue i n t e g r a t i v e partnerships w i t h the 

12 Blues and the health care plans, which could be through 

13 p r o v i d i n g menus of d i f f e r e n t products to groups, or 

14 whether you encourage use to accomplish the needs of the 

15 consumers through separate routes? 

16 MS. FRANCIS: When you say a separate route, 

17 you mean t o t a l l y not i n t e g r a t e d at a l l w i t h — 

18 MR. CHAPPELL: Well, when I say separate, 

19 outside the h e a l t h plans t h a t your a s s o c i a t i o n has f o r 

20 s t a t e - o f - t h e - a r t systems and requirements f o r evidence-

21 based c r e d e n t i a l i n g and standards and practice? 

22 MS. FRANCIS: I t h i n k t h a t i t depends on your 
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goals. For i n t e g r a t i n g i n t o h ealth plans or i n t e g r a t i n g 

i n t o the a l l o p a t h i c health care system, I t h i n k there i s 

value i n pursuing looking at ways t h a t i t can be 

4 i n t e g r a t e d i n t o the system and working w i t h health plans 

5 to see what extent i s possible and appropriate f o r 

i n t e g r a t i n g . 

I t may be, l i k e many other t h i n g s , t h a t i t i s a 

combination of the two. I t doesn't necessarily have to 

be a l l or none, because, as we have seen as the evidence 

10 comes i n , c e r t a i n therapies have i n t e g r a t e d p r e t t y w e l l 

11 i n t o h ealth plan philosophy and t h e i r d e l i v e r y mechanism. 

12 So, I t h i n k t h a t there i s partnerships. I 

13 t h i n k t h a t the more inf o r m a t i o n exchanged the b e t t e r , so 

14 t h a t people can make good decisions. 

15 DR. KORN: I guess the answer has to be a 

16 l i t t l e of each. Where you have p r e t t y good evidence and 

17 a group of physicians, providers, or other experts who 

18 can be cr e d e n t i a l e d i n some way, okay, i n t e g r a t e d . There 

19 i s a demand f o r i t , and people are w i l l i n g to pay the 

20 premium h i t t h a t they would have f o r i t , a b s o l u t e l y . 

21 And where there i s n ' t and there i s s t i l l a 

desire f o r i t , then you have these two options, e i t h e r a 
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r i d e r or a value-added network, and I would pursue them. 

That i s the quick answer. 

The harder answer i s d i s t i n g u i s h i n g together 

through the research t h a t you can help us do, between 

what people t r u l y need, what can be considered medically 

necessary and th e r e f o r e ought to be paid f o r by t h e i r 

f r i e n d s and neighbors, and what they simply want. That 

i s one of the core issues t h a t i s t e a r i n g us apart today 

as c i t i z e n s , and insurance happens to be the focus. 

10 I t h i n k each and every one of us believes t h a t 

11 our major medical p o l i c y e n t i t l e s us to a l l the care t h a t 

12 we want, when i n f a c t i t i s financed based on an 

13 a c t u a r i a l model t h a t t r i e s t o a n t i c i p a t e a l l the care 

14 t h a t we need. Help us, help us, please, d i s t i n g u i s h 

15 between those through the data t h a t you w i l l produce. 

15 Once we can e s t a b l i s h medical necessity — tha t 

17 i s a bad word now. I t has been beaten up, and everyone 

18 hates i t , but i n f a c t , what you need i s d i f f e r e n t from 

19 what you want. What you need, other people pay f o r ; what 

20 you want, you pay f o r . Help us f i g u r e t h a t out. When 

21 you do, i t becomes i n t e g r a t e d , but i t i s a journey. We 

22 w i l l take i t together. 
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DR. GORDON: We are a c t u a l l y out of time r i g h t 

now. We have a couple of people who haven't asked 

questions. We have the option of c u t t i n g down on our 

lunch time or l e t t i n g things go here. 

A burning question t h a t needs to be asked at 

t h i s moment? 

[No response.] 

DR. GORDON: Okay. Thank you a l l very much. 

We hope to continue t o be i n touch w i t h you and ask f o r 

10 your feedback. Thank you 

1 1 [Applause.] 

12 DR. GORDON: We are going to take a one-hour 

13 break and we w i l l come back promptly at 1:30 

14 [Lunch recess taken at 12:30 p.m.] 

15 + + + 

1 6 

1 7 

1 8 

1 9 

20 

21 

22 
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A F T E R N O O N S E S S I O N 

[1:30 p.m.] 

Panel Session IV: Employer Perspectives 

DR. GORDON: We w i l l begin w i t h Panel IV, 

Employer Perspectives. The f i r s t speaker w i l l be Tom 

Sawyer. 

Presenter: Tom Sawyer 

8 MR. SAWYER: Thank you, Mr. Chairman and 

9 Commissioners. On behalf of William M. Mercer, a glo b a l 

10 human resource c o n s u l t i n g f i r m , I am please t h a t you 

11 i n v i t e d us to p a r t i c i p a t e and o f f e r some comments today. 

12 The f i r s t p o i n t I would l i k e to make i s th a t 

13 the i n t e r e s t of employers — and I want to take some 

14 l i b e r t i e s w i t h the term "employers," i f I may, to also 

15 use the term "plan sponsors," since we do have plan 

16 sponsors t h a t are not employers, such as the T a f t - H a r t l e y 

17 Trust and so f o r t h . I th i n k they might take umbrage i f 

18 we d i d n ' t at l e a s t make t h a t mention, t h a t I am r e a l l y 

19 discussing t h i s from the standpoint of plan sponsors. 

20 The i n t e r e s t of plan sponsors i n a l t e r n a t i v e 

21 and complementary medicine have, i n large p a r t , 

22 p a r a l l e l e d but lagged behind the i n t e r e s t s of consumers 
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gen e r a l l y . I t h i n k t h i s s i t u a t i o n i s the r e s u l t of 

2 concerns regarding the cost of health care, safety and 

3 e f f i c a c y of these types of services, p o t e n t i a l l i a b i l i t y , 

4 and lack of involvement i n medical issues. Plan sponsors 

generally would p r e f e r to leave medical issues to the 

6 experts and not get d i r e c t l y involved i n general terms. 

7 For these reasons, most CAM therapies are paid 

f o r by the consumer out of pocket today. Most plan 

sponsors, although they u t i l i z e these services, the 

10 consumers t h a t press upon them the need to purchase and 

11 add these b e n e f i t s has been a major reason t h a t employers 

12 or plan sponsors have added these b e n e f i t s . 

13 I n looking at plan sponsors, you usually see 

si x types of models t h a t are c u r r e n t l y being used i n the 

15 f i e l d of b e n e f i t s . One type of model i s an i n f o r m a t i o n a l 

15 model, where the member receives telephonic or I n t e r n e t 

17 i n f o r m a t i o n about CAM issues. A second type of model i s 

18 the CAM discount programs t h a t you have heard other 

19 speakers r e f e r t o , where the member receives a pre-

20 negotiated discount from a panel of pre-screened 

21 providers. 

22 A t h i r d type of plan model i s the CAM b e n e f i t 
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account, where a member i s given a f i x e d annual maximum 

f o r c e r t a i n CAM expenses and usually requires a co-pay. 

A f o u r t h type of model i s the CAM indemnity, or PPO, 

coverage model, where the plan member accesses those CAM 

services t h a t are covered under the plan and w i t h i n plan 

l i m i t s . 

Another type of model i s the CAM r i d e r , which 

you have heard r e f e r r e d to today, where members access 

services under an HMO provided plan t h a t also manages 

u t i l i z a t i o n and l i m i t s the number and kind of conditions 

t h a t are covered. 

Last, but not l e a s t , you occasionally w i l l see 

employers o f f e r i n g o n - s i t e CAM services where employees 

may access c e r t a i n services o n - s i t e , such as massage 

therapy, at discounted p r i c e s . 

P r i m a r i l y because employee demand f o r such 

services e x i s t s , plan sponsors have i n c r e a s i n g l y 

implemented CAM programs i n t o t h e i r sponsored PPOs, POS 

plans, HMOs, and indemnity plans. The main f a c t o r i n the 

survey data shows, through a survey done by the 

I n t e r n a t i o n a l Society of C e r t i f i e d Employee Benefit 

S p e c i a l i s t s , i n d i c a t e d t h a t the primary reason to 
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implement CAM programs was employee r e l a t e d . T h i r t y -

seven percent of respondents i n d i c a t e d t h a t the main 

reasons f o r t h i s have to do wi t h the f a c t t h a t they 

desire to please t h e i r members and also to give them a 

competitive edge i n a t t r a c t i n g and r e t a i n i n g employees. 

Twenty-three percent of respondents i n t h i s 

same survey gave a reason r e l a t e d to the p o t e n t i a l f o r 

improved health or medical care. Thirteen percent stated 

the need f o r state-mandated compliance as the primary 

reason to implement CAM b e n e f i t s . Another 27 percent d i d 

not answer the question. 

Since 1998, the f i r m t h a t I am w i t h . Mercer, 

has surveyed employees i n c l u s i o n of CAM b e n e f i t s through 

i t s benchmark Mercer Foster Higgins National survey of 

employer-sponsored health plans. I have included i n your 

documents, I t h i n k , a number of things t h a t you might 

want to r e f e r to as we t a l k about what these survey data 

shows w i t h respect to the r e s u l t s of the 2000 survey by 

therapeutic modality, region, i n d u s t r y , size of employer, 

and type of health plan. 

My f i r s t comment i s d i r e c t e d at coverage by 

modality. The r e s u l t s of the 2000 survey continue to 
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show the same trend t h a t c h i r o p r a c t i c care i s by f a r the 

most f r e q u e n t l y covered a l t e r n a t i v e therapy. We have 

heard comments today t h a t t h a t may or may not f i t your 

d e f i n i t i o n . I n our survey data i t does f a l l w i t h i n the 

d e f i n i t i o n t h a t we used i n our benchmark survey. 

E i g h t - f o u r percent of PPOs and indemnity plans 

c u r r e n t l y cover t h i s therapy, a s l i g h t l y higher percent 

than the previous year. Among HMO plans, 55 percent of 

employers o f f e r e d c h i r o p r a c t i c care. Of the f i v e 

10 m o d a l i t i e s t h a t we surveyed, biofeedback was l e a s t o f t e n 

11 covered. As compared to the 1998 survey, the percent of 

12 employers o f f e r i n g these m o d a l i t i e s has increased 

13 somewhat from 3 percent f o r massage therapy to 21 percent 

14 increase f o r c h i r o p r a c t i c , regardless of the type of 

1 5 health plan. 

16 I n looking at coverages by region, we do see 

17 some r e g i o n a l d i f f e r e n c e s f o r coverage of the modalities 

18 t h a t can be noted. Generally, employers i n the northeast 

19 and west more f r e q u e n t l y o f f e r e d coverages f o r CAM 

20 therapies, regardless of type of plan o f f e r e d . One 

21 notable exception i s the less frequent coverage of 

22 c h i r o p r a c t i c care i n the west f o r PPO and HMO plans. 
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In terms of coverages by ind u s t r y , we found 

t h a t employers from the government, f i n a n c i a l services, 

service and health care sectors are generally more l i k e l y 

to o f f e r CAM b e n e f i t regardless of type of plan. 

As a modality, homeopathy coverage i s le a s t 

c o n s i s t e n t l y o f f e r e d across i n d u s t r y sectors. The 

r e t a i l , manufacturing, and t r a n s p o r t a t i o n , communication, 

u t i l i t y sectors are l e a s t l i k e l y t o o f f e r CAM b e n e f i t s . 

Size of employer. Regardless of health plan 

10 type, employers w i t h 20,000 or more employees were l i k e l y 

11 to o f f e r coverages f o r acupressure, acupuncture, 

.12 biofeedback, and c h i r o p r a c t i c , while coverage f o r 

13 homeopathy and massage therapy were more i n c o n s i s t e n t l y 

14 covered. Employers w i t h fewer than 20,000 employees were 

15 more i n c o n s i s t e n t i n t h e i r coverage patterns f o r these 

16 types of therapies. 

17 Coverage by type of health plan. Acupressure, 

acupuncture, biofeedback, and c h i r o p r a c t i c were a l l more 

19 l i k e l y to be o f f e r e d i n a PPO or indemnity plan than an 

20 HMO plan. POS plans c l o s e l y p a r a l l e l PPO plans i n 

21 patterns of coverage across a l l m o d a l i t i e s . The most 

22 s i g n i f i c a n t d i f f e r e n c e s i n frequency of coverage occurred 
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wi t h c h i r o p r a c t i c care, where 84 percent of employers 

o f f e r i n g PPO or indemnity plans o f f e r e d t h i s modality, 

while only 55 percent of HMO plans d i d . 

Employer-sponsored HMOs o f f e r e d no CAM b e n e f i t s 

31 percent of the time, compared w i t h 15 percent of PPO 

and indemnity plans not o f f e r i n g CAM b e n e f i t s . 

Let's t a l k about CAM program costs. Costs f o r 

CAM programs are low t o modest and vary w i t h the type of 

program o f f e r e d . Information only, discount, and on - s i t e 

10 programs usually are less than $1 per employee per month. 

11 On the other hand, o f f e r i n g broad CAM b e n e f i t s 

12 can cost $10 to $20 per month per employee, depending 

13 upon plan design, l o c a t i o n , employee demographics, 

14 provider c o n t r a c t i n g , u t i l i z a t i o n management, and other 

15 f a c t o r s . Most program costs f a l l between one and $10 per 

16 employee per month. Savings from t r a d i t i o n a l medical 

17 claims reduced d i s a b i l i t y costs and decreased absenteeism 

and turnover may o f f s e t some of these costs. However, i t 

19 i s rare to f i n d well-done evaluation research of t h i s 

20 type i n ac t u a l p r a c t i c e . 

21 Issues w i t h CAM programs t h a t employers face. 

22 Employers are faced w i t h several issues when considering 
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CAM programs f o r t h e i r employees. F i r s t and foremost i s 

the management of f i n a n c i a l r i s k . 

Second, geographic v a r i a t i o n and provider 

l i c e n s u r e , and a v a i l a b i l i t y , and requirements t h a t are 

d i f f e r e n t from.state t o s t a t e also present challenges. 

T h i r d , there are some tax and compliance issues 

regarding Section 213 of the I n t e r n a l Revenue Code. And 

l a s t , but not l e a s t , i s c e r t a i n l y the challenge of how to 

measure the program's e f f e c t i v e n e s s . 

10 The challenges f o r the f u t u r e f o r the employer 

11 include the a b i l i t y t o e s t a b l i s h safe, c l i n i c a l l y 

12 e f f e c t i v e treatments t h a t are accessible. Employers are 

13 not s c i e n t i s t s or providers. As payers they look to the 

14 s c i e n t i f i c and health d e l i v e r y community to br i n g safe, 

15 c o s t - e f f e c t i v e treatments to the market, while seeking to 

15 i n t e g r a t e them i n t o t h e i r r i g h t f u l place i n the spectrum 

17 of health care services. 

18 Thank you f o r your time, and I w i l l be happy to 

19 take questions at the appropriate time. 

20 DR. GORDON: Thank you very much. 

21 Kathleen King. 

2 2 Presenter: Kathleen King 
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MS. KING: Thank you, members of the 

Commission. I t i s a r e a l t h r i l l t o be here w i t h you t h i s 

afternoon. I submitted a longer statement f o r the 

record, but I am going to sum up my testimony here. 

I am here today on behalf of the Washington 

Business Group on Health, which i s a n o n - p r o f i t 

a s s o c i a t i o n comprised of about 155 major, n a t i o n a l , and 

m u l t i - n a t i o n a l employers. The mission of the Business 

Group i s to improve the health and p r o d u c t i v i t y of 

10 companies and communities. 

11 The Business Group has a long r e p u t a t i o n . I t 

12 has been around more than 25 years of r e a l l y being 

13 leading edge i n i t s t h i n k i n g about health b e n e f i t s i n the 

1 4 workplace. 

15 So I want to s t a r t o f f by saying today th a t 

15 employers, e s p e c i a l l y the members of the Business Group, 

17 have a r e a l stake i n the health of t h e i r workforces, 

18 because a healthy workforce i s more productive, i t i s 

19 sick less o f t e n , has lower workers compensation costs and 

20 lower medical costs o v e r a l l . 

21 Anything th a t keeps a workforce healthy and 

22 cont i n u i n g to produce i s something t h a t the employer 
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world i s i n favor of and r e a l l y supports, and w i l l take a 

l o t of d i f f e r e n t approaches i n terms of t h i n k i n g about 

whether things work. That i s the premise t h a t employers 

b r i n g t o t h i s , does i t keep our workforces h e a l t h i e r . So 

tha t i s where they come from. 

The other t h i n g i s , I t h i n k t h a t employers are 

i n t e r e s t e d i n CAM treatments f o r several reasons. The 

f i r s t one, i s because consumers today, employees, are 

much b e t t e r informed and want to take charge of t h e i r own 

10 health care. So they b r i n g something to the tab l e i n 

11 terms of looking at employee b e n e f i t s . 

12 The second, i s th a t the health care community 

13 o v e r a l l values prevention and wellness, now more than 

14 before, and th a t i s another f a c t o r t h a t c o n t r i b u t e s . 

15 The t h i r d t h i n g , i s tha t today's workforce i s 

15 m u l t i c u l t u r a l and m u l t i r a c i a l and has a d i f f e r e n t set of 

17 ideas concerning CAM treatments than the workforce of a 

generation ago. So that r e a l l y has an e f f e c t on 

1 9 employers. 

20 Employers recognize t h a t they can s a t i s f y some 

21 of the demands th a t employees b r i n g f o r CAM b e n e f i t s and 

22 t h a t , i n most cases, the cost f o r CAM treatments are 
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r e l a t i v e l y low cost when compared to other t r a d i t i o n a l 

medical treatments. 

In terms of t h i n k i n g about how consumers are 

move involved i n t h e i r health care, we found t h a t 

e s p e c i a l l y w i t h the r i s e of the I n t e r n e t t h a t many 

employees are taki n g a much more a c t i v e i n t e r e s t i n t h e i r 

h e alth care and they want to get more involved i n i t and 

they want t o p a r t i c i p a t e more i n decision making. 

A recent survey by "Modern Healthcare" has 

10 found t h a t about 59 percent of respondents said t h a t they 

11 wanted health insurance to cover CAM treatments. About 

12 77 percent said they wanted more research devoted to 

13 a l t e r n a t i v e medicine. About h a l f , or 49 percent, and 

14 t h i s i s not necessarily the same sample here, reported 

15 t h a t t h e i r health plan covered some type of complementary 

15 or a l t e r n a t i v e medicine treatment. 

17 Another change i n the health care community i s 

a trend toward more h o l i s t i c approaches to hea l t h . I 

19 don't have to t e l l you th a t CAM treatments are much more 

20 h o l i s t i c than many forms of t r a d i t i o n a l medicine. So 

21 t h a t i s something also t h a t employees b r i n g to the t a b l e . 

22 The t h i r d t h i n g i s th a t the workforce grows 
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in c r e a s i n g l y diverse. As some of the early r e s u l t s from 

the 2000 census i n d i c a t e , the U.S. population i s changing 

much more r a p i d l y than anyone had a n t i c i p a t e d . I n 

a d d i t i o n to people from other c u l t u r e s , such as people 

from Eastern c u l t u r e s , having a f a i t h and pr a c t i c e s i n 

things l i k e acupuncture, acupressure, t a i c h i , those type 

of treatments are becoming much more broadly disseminated 

i n the c u l t u r e o v e r a l l , and th a t i s something th a t 

employees b r i n g to the t a b l e . 

10 The second t h i n g i s tha t our workforce i s 

11 aging. The baby boom generation i s in c r e a s i n g l y 

12 i n t e r e s t e d i n things t h a t prolong t h e i r h e alth and 

13 v i t a l i t y . As we see the demographic bulge of the baby 

14 boom, which peaks about 2020, I t h i n k t h a t employers 

1 5 expect to see much more i n t e r e s t i n keeping people 

15 employed longer and i n a h e a l t h i e r s t a t e . So they are 

17 much more receptive to t h a t . 

I t h i n k t h a t CAM has become much more accepted 

19 i n the medical community. I t also goes without saying, I 

20 t h i n k , t h a t employers are i n t e r e s t e d i n more research 

21 t h a t shows both the c l i n i c a l and the cost e f f e c t i v e n e s s 

22 of complementary and a l t e r n a t i v e medicine treatments. 
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In my testimony, I have r e f e r r e d to a number of 

anecdotes t h a t we found of employers covering CAM 

treatment, but I w i l l leave you to read t h a t . 

4 With t h a t , I w i l l conclude my testimony. Thank 

5 you. 

6 DR. GORDON: Thank you. 

7 Next w i l l be J u d i t h MacPherson. 

Presenter: Judith MacPherson 

MS. MACPHERSON: Good afternoon, l a d i e s and 

10 gentlemen. My name i s Judy MacPherson. I'm a b e n e f i t s 

1 1 manager at one of the l o c a l companies here i n the 

12 Washington area, CACI, I n t e r n a t i o n a l , Incorporated, 

13 commonly c a l l e d CACI around the beltway. 

14 We have got close to 5,000 employees. They are 

15 a diverse workforce, because we do p r i m a r i l y work f o r the 

16 f e d e r a l government. We do work f o r the J u s t i c e 

17 Department, as w e l l as the Department of Defense. We 

have s i t e s at about 90 lo c a t i o n s around the country and 

19 overseas. So, pro v i d i n g a competitive package of health 

20 and wellness b e n e f i t s f o r these employees i s a 

21 challenging and in c r e a s i n g l y c o s t l y undertaking. 

22 What I would l i k e to do i s t a l k to you a l i t t l e 

PERFORMANCE REPORTING 
Phone: 301.871.0010 T o l l Free: 877.871.0010 



195 

b i t about what i t i s l i k e to provide employee b e n e f i t s as 

an employer. 

Since at l e a s t the 1800s, employers i n t h i s 

country have had a p r a c t i c a l i n t e r e s t i n the health of 

t h e i r employees. I n d u s t r i e s i n remote areas used to 

provide company doctors to care f o r t h e i r i n j u r e d or 

t h e i r s i c k workers. Some of these ea r l y employment-based 

programs covered care f o r not only the workers, but t h e i r 

f a m i l i e s and t h e i r community, as w e l l . I know, my 

10 f a t h e r - i n - l a w a c t u a l l y was a doctor i n Arizona f o r a 

11 mining company i n the '40s. So, i t wasn't so long ago 

12 t h a t t h i s was a norm. 

13 These programs were o f t e n funded by deductions 

14 from workers' wages. The concept of prepaid health care 

15 began to spread w i t h funding from foundations and 

15 h o s p i t a l s . That eventually led to the formation of Blue 

17 Cross. World War I I accelerated the growth of 

employment-based b e n e f i t s . However, i t wasn't u n t i l 1954 

19 when the IRS made i t very clear t h a t the employer cost of 

20 p r o v i d i n g health b e n e f i t s was not taxable to the worker 

21 but was s t i l l tax deductible to the employer as a 

22 business expense t h a t employer-provided health insurance 
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grew to become the most common source of health insurance 

i n the United States. 

Over the past 50 years, the m a j o r i t y of working 

Americans have looked to employers as the source of t h e i r 

h e alth insurance. In 1999, 55 percent of a l l Americans 

were covered by employment-based health plans. What 

s t a r t e d w i t h manufacturing and grew w i t h the unions, then 

the Blue Cross system has become an expected e n t i t l e m e n t 

of t r a d i t i o n a l employment. 

10 Employers who do not o f f e r h ealth b e n e f i t s or 

11 whose health b e n e f i t s are not up to community standards 

12 have greater d i f f i c u l t y a t t r a c t i n g and r e t a i n i n g 

13 employees. According to a recent survey, 65 percent of 

14 workers responding rated employment-based health 

15 insurance as t h e i r most important employee b e n e f i t . 

16 As r e c e n t l y as at mid-80s, health insurance was 

17 r e l a t i v e l y cheap and e a s i l y managed, a b e n e f i t f o r 

employers to provide to t h e i r employees. You made 

19 remember, everybody had $100 deductible and an 80/20 

20 coinsurance. 

21 Over the l a s t 10 to 15 years, the ind u s t r y has 

22 changed, t o the point t h a t everyone now expects to pay 
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$10 to go t o the doctor and $10 t o f i l l a p r e s c r i p t i o n . 

Unfortunately, those expectations are becoming no more 

r e a l i s t i c today than the $100 deductible. 

Managed care was touted as the s a l v a t i o n of an 

in c r e a s i n g l y c o s t l y system. The f a c t i s th a t i t was 

simply a stop gap measure, which contained health Care 

costs f o r several years but reached a s a t u r a t i o n p o i n t . 

We are now at th a t p o i n t where most of the 

savings t h a t could be squeezed out the health care 

10 d e l i v e r y system have been. In a d d i t i o n , both p a t i e n t s 

1 1 and providers have become f r u s t r a t e d and are demanding 

12 more c o n t r o l over how health care d o l l a r s are spent. 

13 As an employer, I hear the complaints d a i l y . 

14 They range from d i s s a t i s f a c t i o n w i t h the managed care 

15 t h a t i s being provided to them to requests f o r more 

16 managed care. T r u t h f u l l y , most employees want i t a l l . 

17 They want a choice of physicians, they don't want to pay 

extra f o r i t . 

19 I have personally experienced doctors and 

20 h o s p i t a l s dropping out of networks across the country, 

21 e i t h e r because the insurer i s paying them too l i t t l e , too 

22 slowly, there i s no i n c e n t i v e because the area they are 
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i n there i s so l i t t l e competition t h a t there i s no 

in c e n t i v e f o r these physicians to j o i n a managed care 

network. Some drop out because they don't l i k e being 

t o l d what they can prescribe. 

Personal experience, from the time I was asked 

to p a r t i c i p a t e i n t h i s panel, which was j u s t a l i t t l e 

over a week ago, u n t i l today, one of the HMOs th a t I use 

i n the midwest has gone completely out of business, and 

I'm r i g h t i n the middle of an open enrollment. So, t h i s 

10 i s tru e s t u f f from the employer's perspective. 

11 Within the l a s t several years, we have seen the 

12 cost of pr o v i d i n g health b e n e f i t s begin climbing again. 

13 This has been a t t r i b u t e d , I'm sure you have heard, to 

14 advances i n technology, our aging population, the 

15 appearance.of hundreds of new drugs being marketed 

16 d i r e c t l y to consumers. 

17 Pharmacy b e n e f i t cost alone to employers has 

r i s e n 15 t o 25 percent i n the l a s t three years. In a 

19 recent survey of c e r t i f i e d employee b e n e f i t s p e c i a l i s t s 

20 conducted by D e l o i t t e and Touche and the Society of 

21 C e r t i f i e d Employee Benefit S p e c i a l i s t s , the key o b j e c t i v e 

22 d r i v i n g b e n e f i t p o l i c y and design i s employee a t t r a c t i o n 
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and r e t e n t i o n . And the top o b j e c t i v e f o r the year 2000 

was t o c o n t r o l health and welfare costs. This i s the 

f i r s t time i n the survey's h i s t o r y t h a t the same issue 

has been i d e n t i f i e d as the top p r i o r i t y f o r two years i n 

a row. 

These increases t r a n s l a t e i n t o higher costs f o r 

the employee, as w e l l as the employer. Businesses such 

as ours, which have low p r o f i t margins, more of the cost 

increases have to be shared w i t h the employee. In order 

10 to keep monthly premiums down, co-pays and deductibles 

11 have to be rai s e d . 

1 2 When we go to the marketplace t o obtain quotes 

13 f o r the b e n e f i t s we provide, we are f i n d i n g fewer and 

14 fewer options. As insurance providers have merged i n 

15 order to maintain t h e i r p r o f i t margins, competition among 

16 c a r r i e r s has nearly vanished f o r companies of our size 

17 and complexity. 

On the one hand, employers have to make a 

19 p r o f i t . On the other, i n order to a t t r a c t and r e t a i n the 

20 best employees i n a t i g h t job market, the employer must 

21 o f f e r a competitive and a t t r a c t i v e b e n e f i t s package. 

22 Employees are demanding and g e t t i n g more and more 
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