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MEDICINE: Insurance
Coverage Often a Missing
Link in New Treatment
■ By EMMET PIERCE

Telemedicine — a trend in health care 
that many agree has the potential to 
improve care and reduce costs — faces 
a significant problem: Very few health 
plans cover it. Of those that do, it’s com-
plicated and restrictive.

Telemedicine uses computer and video 
technology to enable doctors to meet 
with patients from remote locations. The 
process may include videoconferencing, 
transmitting images and monitoring 
vital signs.

The audio and video quality of telecon-
ferencing has improved to the point where 
some diagnoses can be made without face-
to-face meetings, said Dr. Jeffrey Benabio, 
physician director of health care at Kaiser 
Permanente in San Diego.

As a dermatologist, Benabio already 
examines photographs of skin anomalies, 
such as moles and rashes, that are sent 
to him by primary care doctors within 
Kaiser’s network. Using high-resolution 
images, he determines whether face-to-
face visits are required.

The idea behind telemedicine is to 
eliminate the need for in-person ap-
pointments for minor ailments without 
sacrificing quality of care, with a larger 
of goal of enabling patients to hold vir-
tual meetings with their physicians from 

teleconferencing stations installed in the 
workplace.

“Ultimately what we are trying to do 
is deliver care where [patient] members 
are, whether at home, at work or in the 
office,” Benabio said.

Getting Insurance on Board
The potential to 

cut insurance costs 
through telemedicine 
is great, said Dr. 
Larry Friedman, di-
rector of clinical tele-
medicine for the UC 
San Diego Health 
System. But it first 
must gain broad ac-
ceptance from health insurance carriers.

“It needs to start with insurance com-
panies understanding the potential,” he 
said. “Right now in California, only Blue 
Shield is paying for telemedicine the same 
way they would pay for any other kind 
of visit. Medicare pays [for telemedicine] 
also, but there are a lot of restrictions. 
It is very complicated to bill insurance 
companies.”

Only 19 states require private insur-
ance companies to cover telemedicine, 
according to a survey by the National 
Conference of State Legislatures; Cali-
fornia is not among those. All but seven 
states, meanwhile, do require Medicare 
to cover it, although most of those that 
do have restrictions.

Local telemedicine advocates are meet-
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Jeffrey Benabio, dermatologist and physician director of health care at Kaiser Permanente in San Diego, examines photographs of skin anomalies, such as moles and rashes. Using high-
resolution images, he can make recommendations for treatment.
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Insurance Providers see Many Challenges in the Next Five Years 
INSURANCE: ACA,
Demographics, Agent 
Training Among Issues
■ By EMMET PIERCE

The San Diego Business Journal  asked 
fi ve local insurance providers what they 
see as the greatest challenge during the 
next fi ve years:

•  Douglas Gwilliam , president of CBIZ 
Benefi ts and Insurance Services Inc . in 
San Diego

•  James Morrison , president of Morrison 
Insurance Services Inc . in Carlsbad

•  Brenda Fagan-Johnson, CEO of Discov-
ery Benefi t Solutions  in San Diego

•  David Linaugh , president of  Pacifi c 

Southwest Financial  in La Jolla
•  Gary Raggio , senior vice president at 

Dunhill Marketing & Insurance Services 
Inc . in San Diego 
All see big challenges facing their in-

dustry, from complex health care reform 
regulations to a deepening shortage of 
life insurance agents.

Implementing Health Care Reform
Gwilliam  said efforts to help busi-

nesses understand and comply with the 
federal Patient Protection and Affordable 
Care Act, or ACA, will be ongoing as the 
program evolves.

The ACA, which takes full effect in 
2014, has created new rules on health 
insurance, and businesses are scrambling 
to determine how they will be affected. 
One of the goals of the ACA is to re-

duce expenses for small businesses and 
individuals by creating large pools of 
consumers that have greater bargaining 
power. Gwilliam said he doubts that the 

program will unfold 
as intended.

“It has not sim-
plified anything,” 
he said. “There is 
nothing that does 
anything to control 
costs. All it does is 
create much broader 

government oversight, and it generates 
tax revenue resources to support whatever 
they [federal offi cials] choose to spend it 
on.”

As the program is rolled out, Gwil-
liam is concerned that the ACA will set 
the stage for the gradual adoption of a 

socialized medicine system in which ev-
eryone has insurance coverage, but access 
to quality care is limited.

Morrison  said his industry will 
be deeply involved 
helping small busi-
nesses comply with 
the ACA in coming 
years.

“Anytime there is 
signifi cant change, 
there is a lot of con-
fusion,” he said. “It 
takes lot of time and effort to help people 
sort through that information and come 
up with the best solution.”

Trend Toward Self-Insured Companies
Fagan-Johnson, whose company  helps 

businesses with 100 or more employees 
adopt self-funded health insurance plans, 
sees the trend to-
ward self-insurance 
growing as employ-
ers attempt to gain 
greater control over 
spending.

An employer that 
self-insures “knows 
where any every 
penny goes, and 
they take control of their own destiny,” 
she said.

In self-funded health plans, businesses 
rely on reserves to cover medical costs, 
and they typically require employees 
to pay a share of those costs. They also 
buy stop-loss insurance policies to cover 
their losses if  the reserve fund runs out 
unexpectedly, Fagan-Johnson said.

A Shrinking Agent Pool
Linaugh  said the life insurance indus-

try will experience a shrinking pool of 
qualifi ed agents in coming years. At one 
time, major life insurance carriers did 
most of the agent training, hiring them 
out of college.

Major carriers are doing less training 
now because their return on investment 
is too low, as many new agents leave the 
business before they become productive, 
Linaugh said. Today, independent agents 
are doing most of the policy sales.

“So many of these guys fail,” Linaugh 
said. “The cost of developing the guys 
who survive is very high.”

Meanwhile, he said there is a growing 
trend toward life insurance sales over 
the Internet and through fi nancial insti-
tutions, such as banks and savings and 
loans. Linaugh sees that as a problem in 
that life insurance is a complex product 
for which one size doesn’t fi t all. He said 
most people need an experienced agent’s 
guidance to know what they are buying.

The shortage of new agents will create 
greater opportunities for established 
agents and new ones who are able to learn 
the business without training from major 
insurance companies, he said.

Retiring Baby Boomers
Raggio  also is concerned about the 

declining number of life insurance agents. 
The aging of the baby boomers — the 
population bulge that occurred following 
World War II — means there will be a 
greater need for life insurance agents to 
help people with retirement planning 
issues over the next fi ve years.

“You have baby boomers retiring left 
and right, and that will continue,” Raggio 
said. “Those people need retirement solu-
tions. They walk out of their employers 
with a 401(k) tucked under their arm, and 
they don’t know where to go.”

Douglas Gwilliam James Morrison
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ing less resistance from private employers. 
Besides seeing reduced insurance costs, 
businesses stand to realize savings through 
increased worker productivity.

Business owners understand that a 
typical visit to the doctor can require sev-
eral hours away from work. In contrast, 
a telemedicine examination often can be 
accomplished in 20 minutes or less. People 
with chronic diseases who require regular 
monitoring by physicians could avoid 
time-consuming doctor visits if they had 
access to telemedicine, advocates said.

Friedman said workplace telemedicine 
will be a reality in the not-too-distant fu-
ture, since the desire for it is high among 
businesses.

“There are companies that we are 
working with that completely get this,” 
said Friedman, who was not at liberty 
to discuss which local employers he is 
working with. “This is not a technology 
problem. It is an organization problem of 
who is going to implement it and how it 
is going to be integrated into the workday 
for doctors and patients.”

The Medical Mainstream
The University of  California, San 

Diego is studying how telemedicine 
can best be used to 
streamline emergen-
cy room treatment, 
reducing patient 
waiting times. Al-
though telemedi-
cine has been used 
locally for sever-
al years to provide 
consultations by specialists for patients 
in rural communities, it has not reached 
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the medical mainstream, said Steven 
Escoboza, president and CEO of the 
Hospital Association of San Diego and 
Imperial Counties.

“It has not been that widespread,” 
Escoboza said. “It can be and it will be.”

Nevertheless, several local health care 
providers are testing practical applica-
tions for telemedicine, he said.

“Will it benefit both the patients and 
the employers? The answer is a resound-
ing ‘yes,’” Escoboza said. “It makes sense 
to have quicker, real-time information 
that clinicians can use to diagnose and 
prepare a treatment pathway.”

Reducing Costs a Question
Cost-conscious companies find the 

idea of reducing absenteeism through 
telemedicine appealing, said Gary Smith-
son, a senior consultant with the Towers 

Watson health and 
group benefits prac-
tice in Los Angeles 
who works with self- 
insured businesses.

“There is no ques-
tion that there is val-
ue to this,” Smith-
son said. “This is an 

efficient way to offer care for routine, 
low-acuity type situations: colds, coughs, 
ear infections, allergies — the common 
types of illness we all get.”

What is a question — with a lesser 
degree of  consensus — is when or 

even whether telemedicine will reduce 
health insurance costs for businesses 
and individuals.

Escoboza believes it can but not right 
away.

“I don’t think it will have a direct, im-
mediate impact on reducing premiums,” 
he said. “But, in time, we will begin to 
see these costs curtailed.”

Dr. Shez Partovi, tends to agree. Any 
technology that improves the efficiency of 
health care will result in lower costs, said 
Partovi, chief medical information officer 
at Dignity Health, a California-based 
nonprofit that operates hospitals and 
ancillary care facilities in 17 states.

Telemedicine helps doctors target their 
care, putting “the right patient in front 
of the right provider at the right time,” 
he said.

Scripps Health 
n e u ro l o g i s t  J.  
Steven Poceta, pres-
ident-elect of  the 
San Diego County 
Medical Society, is 
undecided on the 
matter.

“ E v e r y b o d y 
thinks it will be more convenient for 
patients,” he said. “Whether it will save 
costs and how the dollars flow are unan-
swered questions.”

Still, Friedman would like to see state 
lawmakers encourage the acceptance of 
telemedicine by health insurance compa-
nies in California.

“There really needs to be a movement 
in the Legislature to mandate coverage 
by health plans of telemedicine,” he said. 
“Unless that happens, it is going to be 
piecemeal. It doesn’t need to be studied 
anymore. Patients like it. Doctors like it. 
It really works.”

Steven Escoboza

Gary Smithson
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Source: National Conference of State Legislatures 

States With Coverage for  
Telemedicine Services

Medicaid and private insurance coverage  
for telemedicine

Medicaid coverage for telemedicine, but no  
requirement for private insurance

Requirement for private insurance No requirement for Medicaid or private insurance


