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FOREWORD

In 1987, the Legislature enacted Act 331 which requires the Legislative Auditor to assess the
social and financial impact of measures proposing to mandate health insurance benefits. The
purpose of the assessment is to provide the Legislature with a rational and objective basis for
evaluating proposals that require health insurance coverage for particular health services.

This report assesses the social and financial impact of mandating insurance coverage for
naturopathic care as requested in Senate Concurrent Resolution 24, Senate Draft 1 of 1989. We
were assisted in the preparation of this report by the firm of Wyatt Company which assessed the
financial impact of the proposed measure.

We wish to express our appreciation for the cooperation and assistance extended to us by the
staff of the various state agencies, private insurers, and other interested organizations we contacted

in the course of doing the assessment.

Newton Sue
Acting Legblative Audiior
Siaie of Hawall

December 1989
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iINTROOUCTION AND BACKGROUND
Secticns 22-51 and 23-52, Huwau Revised 4, The extent to which lack of coverage
Statures, state that the Leg*' tusc siiali ask the results in unreasonable financial
auditor ¢ 2352355 the social and {inancial impact hardship.
cf any messuic thal would mandate Deaith
insurance beachis. The taw sicms from legisiative 5. The level of public demand for
conccn aboul ihe inCicasing number of these naturopathic treatment.
proposals in receni years and their impact on
the cost and qualily of heaith care. The purpose 6. The level of public demand for
of the asscssucui is to provide the Legislature insurance coverage for naturopathic
with an ndependent anaiysis of the social and care. ) )
financiai coosequences of each proposal
7. The level of interest of collective
bargaining organizations in this
Scope of the Study coverage.
This report assesses the social and financial 8. The impact of indirert costs other

irapact of mandating insurance coverage for
naturopathic care as requested in Senate
Concurrent Resolution 24, Senate Draft 1, of
1989. 1t is important to note that the study
examines the impact of proposed insurance
coverage for naturopathic care and not the impact
of naturopathic care itself. The law requires
the following areas to be considered:

Social Impact

1. The extent to which paturopathic
care is used by a significant portion
of the population.

2. The extent to which insurance
coverage for npaturopathic care is
already available.

3. The extent ¢ which the lack of
coverage for natur y.uuic care

prevents pecple fom oblaining the

[ d
necessary reaimont.

than premium and administra
costs on the question of the costs
and benefits of coverage.

Financial Impact

The extent tc which insuramce
coverage might incicasc or deciease
the cost of paturopathic (reatmeni.

The coxteat o which lhe pruposeo
covcrage might incicase ihe use of
pa;hu. treatmeni.

natuio

The extenl io which naturopathic
treatment wmight be an aiternative to
mole expensive treatment.

Tne exient to which insurance
coverage might increase or decrease
insurance premiums of subscribers
and administrative expenses of
insurers.
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5. ‘i impact of coverage for
1ath tupaﬂ'm. treatincui on the il
cost of hiealiis wate.

Miethodoiogy

in assessiag ibe pruposeu coverage we
reviewed e 1search diierature for information
thc benefits of naturopatmc care and the
wation, costs, and unpact of the proposed
sufaincé coverage. information from insurers,

M

pioviders, and researchers was anaiyzed. We

also inlerviewed unions, advocacy groups, and
Y

othicr inicresied parties to assess pubiic interest
aud demand.

The Wyau Company was contracted to
deveiop actuariai and financial information tor
this study. Wyatt contacted insurance companies
thar offer indemnity pians for intormation about
utiiization, coverage, and costs.

Organization of the Report

This report consists of three chapters.
Chapter 1 is this introduction. Chapter 2 presents
background intormation on health insurance
and naturopathic care. Chapter 3 assesses the
impact of requiring insurance coverage for
naturopathic care.



ACKGROUND ON HEALTH INSURANCE AND NATUROPATHY

ine increasing cost of health care has led
consumers, providers, insurers, and government
to grappie with the question of who pays. National
heaith care ecxpenditures in 1986 were over
3438 bulion.! Americans can no longer afford
to pay for all their health care costs. Insurance
plays a central role in financing and providing
access to heaith care. Third party payments
from private insurance, government. and charity
paid for 71 percent -of personal health care
expenditures in 1986.2

The cost of health insurance has risen sharply.
In recent years, premiums have incressed by
about 20 percent ‘apnually.  Health bepefits
have become the third Iaromt cost item for
most manufacturers.

Table 2.1 shows typical group r2
insurance in the public and private sectos |
Hawaii The rates in the private secicr are
negotiable and merit rated 50 they vary
consnderably among  group purchasers. Toe
private sector pays about a third more ihian ihe
puhhc sector for comparable coverage, averaging
more than $300 per moath for family coverage.

To held dowa costs, empioyers have increased
employes payments through deductibies (the
amcunt paticats must pay before benefits begin)
aed copaymcnts (the portion of the expense of
2 ccvcrcd service for which patients are

nsible). Empioyers offer “cafeteria” plans
t aﬂuv-' cmployees to choose among various

acfit pa»mgcs inciuding vacation, deferred
i pe atwon, or financial incentive programs
y spcad iess on health care.

*&g;a

[‘i‘ame 2.1. Monthily Costs of Group Heslth

Insurance Per Employee: Examples
Irom Public and Private Sectors, 1989

Seif UOnly Family
State!
Kaiser g 7000 $ 2i2.60
HMSA 71.0¢C 215.00
Community
Heaith Plan R2 00 283,00
Island Care 76 .00 224,00
Privale?
Kaiser $ 100.00 $ 280.00
HMSA 118.00 333.00
Best Care 104.00 287.00
Aelna 112.00 348.00

»a
.

Siate raies were elfective July 1989 lor
cmpioyeds wilh copuracts and include both
employer and empioyec conuibutions. They
do oot ;r.dude addiiional rawes for demial,
drug, and vision coverage effeciive as of January
1990.

2. Private plan rates include drug, vision, and
dental coverage. Aema rates are bascd on a
$250 deductible policy for = family of four.

Sources: Health Fund Benefir Plans for State and
County Employees and Retirees, July 1989
and January 1990, and interviews with
empioyer groups.
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Many empioyers are adopting self-insurance
pisns where they assume aii or most of the risk
of ciaims for a poiicy year. Under such plans,
empioyee claims are paid directly from an
empioyer’s bank account of a trust established
for that purpose. Self-insurance plans are exempt
Lrom state regulation under the federal Employee
Ketirement [ncome Security Act (ERISA). They
have an added advantage in that they are exempt
trom state laws mandating health insurance
benetits. The number of these plans has more
than doubled in the past five years.

Mandated Health Iasurance

Since the 1960s, states have enacted a variety
of laws mandating coverage that insurers must
provide. These laws have required insurers to
cover the services of certain health practitioners,
dependents of a certain age or category, and
specific medical conditions and treatments. In
Hawaii, the Legislature has passed laws
mandating benefits for the services of dentists
performing oral surgery, the services of
psychologists, for in vitrio fertilization, treatment
of mental illness and substance abuse, and for
preventive care of children.

In 1985, Metropolitan Life Insurance
Company sued the Commonwealth of
Massachusetts for its mandated mental health
coverage. The company charged that the benefits
law violated ERISA, which has a provision
preempting state laws relating to employee
benefit plans. In a unanimous decision, the
federal court held that state mandated benefit
laws [all within the autharity of states to regulate
insurance and are not preempted by the federal
statute.

One effect of this decision was to move the
question of mandated benefits intg the political
arena. Opne writer points ouvt:

T rgislatures will b
isspe of trvir

ving to determin

P ——
A
5

what conditions should be covered, but
what typc of providers should be
reimbursed for providing certain services.
Legislatures will have to cut through a
thicket of special interest groups, all
representing good causes, in order to
make what are essentially health planning
decisions.>

Mandated health insurance may be
appropriate in certain circumstances, such as
when insurers refuse to cover certain services
or when they discriminate. However, they may
oot be the best solution for certain social
problems. They may merely shift the cost of
treatment or care from one group to another.
In some states, concerns about costs versus
actual benefits have slowed the momentum of
legislated benefits.

Arguments for and against mandated health
insurance. Opponents and proponents disagree
on just about all aspects of the issue of mandated
coverage--whether a particular caverage is
necessary, whether it is justified by demand,
whether it will increasc the costs of care and by
how much, and whether it will increase premiums.

Generally, providers and recipients of medical
care support mandated health insurance, and
husinesses and insurers opnose it Proponents
hase their arguments prima:z!y on mcdzml and
social py:m_iscs' while opponents haca thaire on
economics and costs.

Proponents cite the gaps in coverage that

n th 3 P "\.:’l

preve (<]
peed. They say th..t the current system is Rot
cqui'=b'c bcca..'sc ¢ does oot cover all provides,
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The controversy has ied a number of states
{0 review exisiiuy benefits and 10 evaluate
addiiional Coverage. For exampie, the piecemeal
pature of add-un benefis ied Maryiand to
establish a Governor's Commission on Heaith

Care Folicy and Financing. Iis wsk is to evaluate
the siate’s mandaicd benefiis and to recommend
a colieceni pulicy and statutory structure for
ithese laws.*

Types of insurance pians affected. Laws to
mandate insurance affect three mamn types of
privaic insurance: (1) Blue Cross and Blue
Shieid pians; (2) commercial insurance plans;
and (3) the independent pians provided by health
mainienance, organizations (HMOs).

The oldest and largest of the private health
insurers are the Blue Cross and Blue Shield
organizations. They offer the traditional fee-
for-service plans, sometimes called indemnity
pians, that reimburse physicians and hospitals
for services. The Hawaii Medical Service
Association (HMSA) is the Biue Shicld insurer
for Hawail. With a 1988 membership of 557,600,
HMSA covers more than 54 percent of Hawaii's
civilian population.’

Commercial indemnity plans of private
insurance companics such as Aetna, Travelers,
and Prudential reimburse for medical services
as do the Blue Cross plans. In Hawaii, commercial
carriers share about 10 percent of the health
insurance market.

Independeni pians are the fastest growing
segicnt ol ibe heaiin insurance market. HMOs
olict a package of preventive and treatment
services for a fixed periodic tee. The Kaiser
roundaiion Heaith Pian, inc., is the second
fatgesi independent pian in the state, serving
163,000 members in i988. It 15 foliowed by
isiand Care and smailer plans such as Pacitic
Heaitncare. HMSA aiso offers HMO plans.

Seii-insured pians, the tederally supported
Medicare and Medicaid programs that insure
the cideriy and disadvantaged, and the Civilian
Heaith and Medical Program of the Uniformed
Services (CHAMPUS) that covers military
dependents and retirees are not directly affected
by mandated health insurance.

Prepaid Health Care Act

The courts have ruled that mandated health
insurance laws fall within the authority of states
to regulate insurance. Hawaii may present a
unique situation, however, because of its 1974
Prepaid Health Care Act

The act is intended to give Hawaii’s working
population a minimum level of health insurance
protection. It requires employers to provide a
qualified prepaid health care plan to regular
employees working at least 20 hours per weck.
A qualified plan is one with benefits that are
equal to, or a medically reasonable substitute
for, the benefits provided by the plan with the
largest number of subscribers in the State. The
director of the Department of Labor and
Industrial Relations, in consuliation with a
Prepaid Health Care Advisory Council, decides
whether plans mect the standards of the act.

Some attempts made to hroaden the medical
benefits specified in the 1974 law were challenged
in the courts. The federal courts ruled that the
Hawaii Prepaid Health Care Act is preempted
by ERISA, which governs all employee benefit
plans. A subsequent congressional amendment
exempted the Prepaid Health Care Act from
ERISA, hut the eyemntion applied only tc the
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! w35 caacied in 1974, {u efleq, this
law at niginai provisions  since
auy >ubseyuent

h mandaicd insurance {aws uave peen
! within the authotiiy of states
surance, it is possibie ihai in Hawaii
cd beoefit laws added 10 the State’s
insurance law wit Ue viewed, and chaiienged,
a3 & meains of bypassing e iimitations piaced
on e rrepaid Health Care Act
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Background on Naturopathy

Naturupathic physicians are primary health
care providers who make independent diagnostic
deécisions on patient treatment. They are general
pracutioners who speciaiize in natural medicine.
Most arc in privaie practice as sole practitioners.

Naturopatily evoived in the latc nineteenth
century from the work of Dr. Benjamin Lust, a
German physician who came to the United States
in 1892 to spread the practice of hydrotherapy,
or the use of water cures to treat illness. The
practice grew to include all natural methods of
healing, including the use of botanical medicines,
homeopathy, nutritional therapy, and
manipulative therapies. The term “naturopathy”
was coined for this evolving system of natural
therapies.

Naturopathic physicians treat a variety of
illnesses using many therapies. The most common
ailments they treat are upper respiratory
infections, nutritional disorders, fatigue, allergy,
musculoskeletal problems, headaches, middie
car infections, arthritis, urinary infections, and
ather chronic canditions.

Their practice is guided by a common
philosophy. They believe in the healing power
of nature--that the body has the ability to heal
itself and to ward off disease. The rale of the
naturopathic physician is to remove ohstacles
to the healing process and to support the natient’s

fecuperative powers. lhey use natural and
noninvasive therapies that respect the ability
of the body to heal 1tseit.

Naturopathic physicians treat the individual
as a whoie. They believe that heaith resuits
from the harmomous tunctioning of all parts of
a person. Therapy s directed at the whole
person and at the underclying causes of iliness,
such as the patient’s Llestyle, diet, habits, and
emotional state. Naturopathic physicians see
their role as helping patients to make choices
that will prevent illness and encouraging them
to become responsible for their own health.

Naturopathic physicians use standard
methods to diagnose ailmeats. They take medical
histories, order laboratory tests, and do physical
examipations. Treatment methods include
nutritional advice, homeopathic medicines
(minute quantities of a remedy that would
produce the same symptoms in a hcalthy person
if taken in large dosages), herbs and botanical
medicines, vitamin and mineral therapy.
manipulation, physiotherapy, psychological
counseling, and stress management.
Naturopathic physicians may do minor surgery
and X rays; however, these practices are
specifically prohibited under Hawaii law.

The major professional association faor
naturopathic physicians is the American
Association of Naturopathic Physicians. The
association reports a resurgence n natu_opathjc
medicine because of growing disenchantment
with the use of drugs and surgery and the
increasing scientific support for the importance
of nutrition, preventive care, lifestyle, and the
use of patursl therspeutics.

There are 2an estimated 200
paturopathic physicians practicing in ¢
£

States 1oday. Most o
Pacific Northwest$ The folic



Fducation and traini
naturopathic cnllegee 2
of Naturapathic Medicine
National College of Natur

Portland, Oregon.
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The Maticnal College of Naiurupaihic
graaicd candidate staius for

tbe Countit on Naturopathic
ion. Foundead in 1556, it is the
! turopathic college i ihe United Siates
and graduaies about 45 studenis a year.

Generally, ii {akes a minimum of seven years
o eatn a Doctor of Waturopatiy (N.D.) degree.
Students iypicaily enter the tfour-year
tatutopaibic colicge program after three years
of standard premedicai undergraduate education.
The fint two years of study in a naturopathic
coilege cover_ basic medicai sciences. The
curricuium emphasizes nutrition and botanical
medicines. in the third and fourth years, students
receive more clinical training in diagnosis and
naturopathic therapies.

Naturopathy in Hawail. Naturopathy has
been regulated in Hawaii since 1925. Graduates
of schools of naturopathy who met specified
standards and passed written examinations were
given licenses to practice. Chapter 455, Hawaii
Kevisea Statutes, pow regulates naturopaths
under a Board of Examiners in Naturopathy in
the Department of Commerce and Consumer
Affairs. Two of the three board members are
licensed naturopathic physicians and one is a
public member.

:
3
3
3}
1
W

g ¢
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The practice of naiural medicine, naturai
therapeuiics, and naturai procedures,
{ur ihe purpose of removing toxic
conditions from the body and improving
ihe quality, quantity, harmoany, baiance,
and fiow of the vital fiukds, vital tssues,
and vitai energy . . . using a system ot
praciice that bases its treatment of
physioiogicai functions and abnormal
conditions on natural laws governing thc
human body . . . . The practice of
naturopathy exciudes surgery, application
of x-rays, and the presctibing or dispensing
of prescription drugs.

Anyone wishing to practice as a naturopathic
physician must bc a graduate of an accredited
school or coliege of naturopathy, pass a written
examination with a score of 75, and be licensed
by the board. Licensees may oot call themselves
“physicians” without making it clear that they
are ‘“naturopathic physicians.”

The board issued no licenses between 1985
and April 1988. A 1985 sunset evaluation report
by the legislative auditor pointed to problems
in the licensing program, including the lack of
standards for licensure. The report recommended
that no new licensing of naturopaths be permitted.

Since then, several amendments have been
made to change the scopc of practice and the
requirements for licensure. The board adopted
new rules in April 1988 that enabled it to begin
licensing again.

As of June 1989, there were 40 licensed

naturopathic physicians--14 practice on Oahuy,
19 are on the ncighbor islands, and 7 are on the

————
-
4
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mainiand. The number ot hicensed naturopaths
nas been increasing. More than one-third of
the totai number of licenses, or 14, have been
issued since May 198%.

Proposed Mandate

Legislative requests relating to mandated
health insurance usually ask the auditor to assess
the impact of a bill describing the proposed
coverage. No bill was introduced that could
provide specifics on the proposed naturopathic
coverage. There is only the concurrent resolution
requesting the auditor to “conduct an assessment
of the social and financial effects of mandated
insurance coverage for naturopathic care.”

The Hawaii Association of Naturopathic
Physicians testified that it was not asking for
mandated coverage, but only for a study on the
issues. It was not asking to increase any scrvices,
but to increase competition within the health
care market by removing anticompetitive
restrictions. One naturopathic physician testified
that naturopathic medicine offers an important
choice, with some of its therapies leading to
less morbidity and decreased long term health
costs.

Naturopathic physicians said that the
proposed benefit would not result in any
additional heslth services. Tt would only provide
coverage for treatment by naturopathic
physicians working within their lawful scope of
practice on the same basis as treatment by
medical doctor.

4]

(0|

A naturopathic physician stated the problem
is that the Department of Labor and Industrial
Relations, in implementing the State’s Prepaid
Health Care Act, does not define the term
“licensed physician” to include paturopathic
physicians. The same services that most health
plans cover for medical doctots are not covered
when provided by naturopathic physicians.

The Hawaii Medical Service Association
testified that it has not experienced a great
demand from the general public or employers
for coverage of naturopathic services. It does
not have much information on these services
but believes that the proposed coverage would
benefit only a few people. However, it concurred
with the purpose of the study and was willing
to cooperate in the assessment.

The Hawaii Federation of Physicians and
Dentists strongly opposed mandating insurance
coverage for naturooathlc care. The organization
felt that state funds should not be spent for
such a study.

Most naturopathic physicians  interviewed
for this report said that the proposal & for
“insurance equality,” or to require all insurers
to reimhurse t_na_tummt_b__r nhysv_cganc for their
services when med-cal doctors are reimbursed
for the same services, A number of insurers on
the mainland cover naturopathic physicians and
other licensed health care providers, such 2
chiropractors, by i in i
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The extent ip which naturopathic care is
used by & significant portion of the population,

The use nof nah.vtona'.h_ic care is increacing, but

the population. The Am
Naturnnnt!w: Physicians has reported 2 rising

interest in naturcpathic medicine Iawaii,
there has been 2 substantial incicase in the

licensed naturopathic pu_yau.mu;.

were licensed.  Since
the licensing piogiam rsumexd in May 1983, 14
new liceoses bave been issued.  Despite inese
increases, nasiuropainic paysicians constitute a
da‘.idediy smaii group of heaith care providers.
By contrast, aimost 4 000 physicians and surgeons
practice in Hawaii.}

There is littie quantitative information on
the npumber of peopie using naturopathic care.
Insurance carriers who pay for naturopathic
care could not separate payments for
naturopathic services from those paid to others
since the claims are all coded as “physicians
services.” In view of the small number of
naturopathic physicians, the number of patients
served is likely to be small

Naturopathic  physicians who were
interviewed rcported secing between 4 to 15
patients per day. They see fewer patients than
medical doctors because they tend to spend
more time with each patient. The American
Assaciation of Naturopathic Physicians estimates
an average patient load of 500 patients per
naturopathic physician. The assaciation indicates
that use of naturopathic services has hern
growing, and that the growth is taking place
even thqngh mast consumerg mnct pay Fgr t,l_»_gsc
services out of their own pockets.

The extent to which insurance coverage for
naturopathic care is already svailabk. Some
health insurance coverage is awvailable for

although it is not provided
two largest imsurcrs io Hawail, TIMSA
i aturopathic physiuam 1epott
that most of .h-..t a:;cms pay Luf their semccs
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Insurance coverage is availabie from other
covers caic by naturopathic physicians. Lhe
iaw includes inem in the definition of “physician”
as i does doctors of medicine, dentists,
chitopraciors, osteopaths, and optometrists. The
scrvices Of naturopathic physicians arc  also
wvered oy the State Motor Vehicle Insurance
Law. Some naturopathic physicians say that
most of their patients are workers compensation
cases.

insurance coverage for naturopathic care is
avatiable trom commercial carmriers such as Aetna
and lravelers. They offer individual and group
plans that cover services by naturopathic
physicians on the same basis as services by medical
doctors. As noted earlier, however, most people
do not belong to these plans.

The extent to which the lack of coverage for
naturopathic care prevents people from
obtaining the necessary treatment. There is
no documentation to establish the extent to
which people do not rececive naturonathic
treatment because of the lack of caverage for

if they are dissatisfied with medical care unlese
they can afford the out-of-pocket costs. This
is the contention of those naturopathic physicians
who cite incidents of losing potential patients
because of the lack of incurence coverage and
patients who have stopped sesing them because
they could not afford the out-of-pocket costs.

The extant ¢o whick Iack of coverage resuiis
in wnressonable f{imancial hardship.
Naturopathic physicians rcport that many of
their patients discontinue care becausc they
cannot affoid the costs. Thcey abo report that
¢y do a lot of charity work. However, there
oc documeniairon i establish whether—and
¢ oxicnt to wihich—patients may be suttening
seasonable fimanciai hardship.

R

i

The levei of public demand for naturopathic
treaimenl No data on the level ot public demand

10

for naturopathic treatment is available. There
have been no surveys or studies that identify
the degree of interest in naturopathic care.

In recent years, there has been growing
interest in nutrition and its effect on health.
Naturopathic physicians point to research that
increasingly supports the naturopathic focus
oan the central role of diet in health. They say
that they are the only practitioners who receive
extensive training in nutrition and who routinely
direct patient care at nutritional therapies,
preventive care, and counseling.

The level of public demand for insurance
coverage for naturopathic care. There is no
evidence of public demand for individual or
group coverage of naturopathic services. The
HMSA and Kamer rt‘pnrtl-d nn demand for
naturopathic coverage.

Demand may not he a useful indicator of
consumer interest, because individual choice
or preference plays 2 minor role in ¢
_____ -
with employers or unicns &
emplovees, Emsloyers choose plans that comply
with the State’s Prepaid Health Care Aci. Thicy
aUvaniages Of various plan
ch as deductibles, adminisirative fees,
ard 30 on. As for individual pians, they are
usually purchased as packages and are not tatiored
to individual chbuice of benefits.

f
B
g

The Jevei of inierest of collective bargaining
organizations in this coverage. We found no
inicrest in increasing insurance coverage among
the coliective bargaining organizations we
contacted. Unions as well as employers are
increasingly aware of the costs of coverage. If
additional coverage is to be considered, the
more popular items would be vision and dental
care and prescription drugs.

The impact of indirect costs other than
premium and administrative costs on the
question of the costs and benefits of coverage
This question asks what indirect impact the
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There s litde
information o this because theie has been no
mancaied aaturopaihic coverage

Naturopaihic physicians point out that an
it wounl be greater competition
calih <are uu.rxcipiace The Federal
adec Commission has rcportea that one resuit
ia successfui cnaucngc of anticompetitive
iiois uy ibe American Medical Association
focus pubiic artention on the role of economic
compeiiﬁou in deiivering health care. The
commission notes that increased competition
bas resuiied in ionger oftfice hours, reduced
wailing me for patients, and mare service and
pricc options. Some of these options help to
hoid down the cost of health care and bealth
insurance.?
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Financial Impact

The extent to which insurance coverage
might increase or decrease the cost of
naturopathic treatment. The impact of insurance
coverage on the cost of treatment is unknown.
Some paturopathic physicians who were
interviewed said that the cost would go down
because the increased volume of patients would
allow them to reduce their fees. Others said
that the cost might go up because coverage
would create more paperwork.  Still athers c2id
that it would mobahlv neither increase por
decrease  COSts.

The extent 10 which the proposed coverage
might increase the wnse of naturopathic
treatment. There has been no expericace with
mandated insurance for naturopathic care, but
t is probable that coverage would increase the
use of treatment. There is 5o research data o
provide any ancwers with 1Sspect to natutupathy,
but there is consansus that generally (he use of
health cere services incicases withh insurance
coverage,

‘]

——

For example, studies by insurers have found
that the use of chiropractic services increased
when insurance benefits were mandated by law.
The number and dollar amount of chiropractic
services covered by insurance increased, but
whether this is due to greater utilization of
chiropractors was not established.

The extent to which naturopathic treatment
might be an alternative to more expensive
treatment. Rescarch on this issue is limited,
but paturopathic physicians say that there is
solid support for the therapeutic efficacy and
the cost effectiveness of naturonathic medicine.
This is based on what they say is the historic
role of naturopathic therames in combating
high-cost chronic diseases, paturop a.hy lead

other preventive services, 4 thy
health care costs through more 22 s,
They estimate that billiops of dollars could be
saved if doctors worked with ;1;3:- patents o

Natyropathic physicians contend that the

A 1
therapies are less costly thaa ithose of
conventional medicine. A reccat article found
that  homecpathic  trcatment bmugm
imnrovement in o paticatl Witk "syajit'ichm gmws
(disorder seuromuscular  fuikiivn) ior five

ﬂ‘
“a
percent of the cost of orthodux therapy”

Natugopathic physicians say that expensive
treatment such o surgery and the use of expensive
\uusa couid be repiaced by noninvasive therapies.
They hiave chuilenged as “inappropriate use of
medical technology” the $2 billion spent on
trealing car infections (otitis media) in children
Ounc: experiment found that medical treatments
such as antibiotics, decongestants, and the
insertion of ear tubes to help drainage were no
better than placebos. Naturopathic physicians
suggest that a more appropriate treatment is 1o
check for allergics.* Masteclomies,
tonsiliectomies, coronary  bypass, and
hysterectomies are other surgeries that are said

l.
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to be overused. Drug treatment often masks
the real cause of illness and can result in significant
adverse reactions that could be costly. These
side effects can damage health significantly.

The extent to which insurance coverage
might Increase or decrease [nsurance premiums
of subscribers and adminictrative expenses of
insurers. It is likely that there would be no
additional premium costs for requiring
naturopathic covcrage. The Wyatt Company
was contracted to provide actuarial services
and to develop information on this guestion.
Based on information from 24 underwriters of
indemnity medical plans, Wvatt found that eight
carriers added no premium costs to group or
individual plans in states where naturopathic
services are covered. Two carriers said that
they add $.01 per month to the eost of individual
plans and $.03 to the cost of family plans. They
add nothing to the cost for group coverage.

insurance camriers that cover uamrapa.mc
sepvices roport that they do oot have sufficient
information oa costs, because claims for tbese
services wotlkd be coded the same as those for
the services of a wedical duclor,

il the scrvices weic ailowed as covered

expenscs under medical pians, the cost of

12

coverage would increase only if patients
continued to see their doctors and also sought
services from a naturopathic physician. If
naturopathic medicines were to replace drugs,
however, costs could be reduced

The impact of coverage for naturopathic
treatment on the total cost of health care. The
Wyatt Company was unable to offer an estimate
of the impact of coverage on the overall cost of
health care because statistical data simply was
not available.

Wyatt reports that some carriers feel plans
that include naturopathic services will save
money. Natompathje phycicians typicz“v charge.
the same for office visits as do other physicians
in general practice. The treatments they use
are lece rgcﬂv than thoce that mi
recommended or prescribed by medical doctors,

and many treatments have no direct costs attached
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RESPONSE OF THE AFFECTED AGENCY




COMMENTS ON AGENCY RESPONSE

We transmiticd a prcliminary draft of ihis report to the Department ot Health on November 14,
cicr o the deparliuent is inciuded as Attachment 1; the response
from the department is included as

The Department of Health agrees that mandating health insurance coverage in a piccement

fashion is not the best solution for solving jurisidictional or social problems. The depactmcat feels

that the report may be misleading because it does not reflect real differences between naturcpathy

nol have iraining or education equivalent to that of physicians, they may not perform surgery or

)

~
(3

d their servives cannot be equated to those of doctors of medicine. It states that
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isleading to inciude nacturopaths in the definition of physician in the
Prepaid Health (Care Act.-

The department points ont that the number of states now licensing naturopains continues to
decline. Its concluding observation is that no other state mandates health insurance coverage (or

naturopathic care, and it would not be in the public interest for Heweii tc be the frst
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STATE OF HawaAi

...............

COPY

November 14, 1989
The Honorable John C. Lewin
Director of Heaith
ucpartmr:m. oi Healin

C Punchbowl Street
Honc.a’.u. Hawaill 76813
Dear Dr, Leuwdn:
Enclosed are three copies, number 4 to § of cur draft, Study of Proposed Mandatory
Health Insurance for Naturopathic Care. We 25k that you telephone us by
November 17, 1989, on whether von intend to comment ¢n our recommendations.
Should you decide to respond, o\easc transmit the written comments to us by
November 29, 1989. We will append vour response tp the report submitted tc the

Legislature.

The Governor and the presiding officers of the two houses of the Legislature have
also been provided copies of this draft report.

Since the report is not in final form and changes may be made, access to this report
should be restricted to those whom you might wish to assist you in preparing your
respotise. Public reiease of the report will be made solely by our office and only
after the report is pubiished in its final form.

. .
7 2, .
Newton Sue

Acting Legislative Auditor

Enclosures



ATTACHMENT 2

o e :,gmm a

GOVARNOA OF Hawanl \“\ /,f JONN C. LEwWIn, M.

i\/¢ OIRECTON OF wtayTh
\3\. »/
e

November 28, 1989

NIQPivTE
Te: Mr. Newtun Sue, Acting Auditor Now 79 10 ¢ AN 'R
Legislative Auditor's Office e s T
From: Director of Health Sinir OF hAWAL
Subject: Respomse te the Legislative Auditor's Study of
Mapdatory Health Inswrance for Natuzopathic Care
The Department agrees with the lLegislative Auditor that mandating
health insurance coverage in a piecemeal fashion is not the best
solution for solving jurisdictional or social prohlems. We believe
that mandating the coverage of naturopathy would not he in the hest
interests of the public. We do feel the need to amplify and expand

on the draft report's coverage. We believe that the report does
not accurately reflect on the real differences between naturopathy
un the one hand and physicians licensed under Chapter 453 and 460,

'..
i.
:-

RS.

The draft zeport on the background of Naturopathy and the training
and practicces of naturopaihs appears to have been written on the
assumption thot naturopathic pructitioners are equivalent to physicians
licensed under Chapters 453 and 460, HRS, with respect to their education,
training, and eppzbilities. Since the proposal is that treatment
given by naturopaths be ccvered on the same basis as treatment by
medical doctors, this bears concideraticn. There are several areas
of the draft report which rather vaguely imply training is equivaient
to physicians trained in schools of medicins and may, consequently,

be misleading.

For example on page 6 it is said that 'naturopaths use standard
methods to diagnose ailments. They take medical histories, order
laboratory tests, and do physical examinations.” This seems to imply
that they proceed in these matters just as physicians licensed under
Chapters 455 and 460, HRS, do.

On page 7, a statement is made that the first two years of study

in a naturvpaihy coliege ‘'‘cover basic medical sciences." It then
states that the curriculum emphasizes nutrition and botanical medicines.”
The word “eover" is unfuriunate and would seem misleading, as these

~d
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On page 6 the draft report says "naturopaths mav perform minor
surgery and x-rays; however, these practices are prohibited under
Hawaii law.'' The training and capabilities of naturopaths have been
considered at length by the last two Legislatures, and it was concluded
t?at it was not in the best interests of the health and safety of
tne people of Hawaii to permit naturopaths to perform any surgery
or to take x-rays. Hence, they may not perform surgery or take x-rays.

in shurt, the training and interpretive capabilities of naturopaths
are not those required and expected of doctors of medicine, and the
scrvices vendered cannot be evquated. They are different.

The repert states that naturopaths said that the mandated coverage
"would only provide coverage . . . on the samc basis as treatment
by a medical doctor."™ It says that noturcpaths claim "the problem
is that the State's Prepaid Health Care Act dees not define the toram
*licensed physician' teo include naturopathic physiciance.®

Then it states that a "number of insurers an the mainland cover
naturopathic physicians, and other licensed health care providers
such as chiropractors by including them in their definition of physician.”

There appears to be a concerted effort by naturopaths to "prove"
that naturopath training and services are equivalent to those of
medical doctors. We believe that any proposal to include naturopaths
in the definition of physician in the Prepaid Health Care Act, or
any other definition of physician, would be unjustified and misleading
to the public.

ndicates that a growing number of naturopaths
rest in ud.turopatn)' and this may be a reason
. While there is much more interest in relating
roundings and enhancing our health through natural
weans, this philosophy encompasses all levels of medicine. One must
also observe the fact that the mmber cf states now licensing natu-opaths
continues to decline and is currently limited to: Connecticut,
Washington, Oregon, and Hawaii, With 40-50 new gradustes each
in Washi

\’ﬂ"

vear
from the two schools that exist, one in Oregam and ane ington,
the numbers are bound to increase in those states authorizing the

practice.

We agree with the draft report that finds no evidence of public
demand for coverage of naturopathic services.



While the financial impact of coverage would be little, accurding
to the draft report, we believe that the piecemeal mandate of such
a service would add unnecessarily to the adminictrative burdens of

insurance carriers.

No state in the nation mandates coverage of naturopathic services,

For the reasons elaborajed abovef)we do not believe it is in the
public interest for Hawdiito befthe first.

Wn
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\ /ut{N C. LEWIN, M.D.
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