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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 bcncGts. The

purpose of the assessment is to provide the Legislature with a rational and objective basts 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 LeguUuive Auditor
State of Hawaii

December 1989
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INTRODUCTION AND BACKGROUND

5 1 j ^ 2 3 ^ ;
Sftasasf, state that the UrishL* vi. » ^ .

^..r^.'uT^r tat ,WOuki ™*™e health
r r ^ r " ^ ^ ^ ^ r a f r o m f e g i s i a t i v c
7.:~u, a<r°UJ £llC "*"**"* number of these
%XZ*. » *^nl J~ and their impact on
"^oudquauiyof health care. The purpose.x uxe u^uacui xs to provide the Legislate
wnh «. xouepenaem analysis of the social and
unanaa, consequences of each proposal

scope of the Study

This report assesses the social and financial
impact ot mandating insurance coverage fo
naturopath* care as requested in fenaTe

^current Resolution 24,qSenate Draft l0f
l^y. It is important to note that the studyexamu.es the impact of proposed insurance
ccverage for naturopathic care and not the impact

the following areas to be considered: '

Social Impact

1- The extent to which natumna»hir
care is used by a significant ™r*;Z
of the population.

2. The extent ro which insurance
coverage for naturopathic care is
already available.

.». The extent »« •'•h;~i, .u„ t. i r.~ ..ni«.n tixc lack of
coverage t~* -»~« . l -i>«- iui «»axuxv»paiUiv. care
prevents people from obtaining the
necessary treatment.

4. Ihe extent to which lack of coverage
results in unreasonable financial
hardship.

5. The level of public demand for
naturopathic treatment.

6. The level of public demand for
insurance coverage for naturopathic
care.

7. The level of interest of cnlJ^tfv^
bargaining organizations in rhi«
coverage.

8. The impact of indirect costs other
than premium and administrate
costs on the question of the "costs
and benefits 0f cover**..

o—

Financial Impact

1. The extent ♦« «.v:^u :—"•• is* nxxxwxx insurance
-~*--6~ xxxx^t increase or decrease

" Ox naturopathic treatment.fV,«

-. *.,e extent to which iuc proposed
coverage might inciciisc the use of
naturopathic treatment.

3. The extent io which naturopathic
treatment might be an alternative to
more expensive treatment.

4. The extent to which insurance
coverage might increase or decrease
insurance premiums of subscribers
and administrative expenses of
insurers.



The imuact of cuvetage for
naturopathic Uealiueui on ihe total
■SOSt of heaiiu ujic.

»*-XX. - Jt ™ t
i r ic iuuuwtugy

^ In assessing ihe proposed coverage wereviewed the leseaxch literature for information
Oi. the ocnefiu of naturopathic care and the
utu^uou, costs, and impact of the proposed
insurance coverage. Information from insurers,
proviuers, and researchers was analyzed, we
also interviewed unions, advocacy groups, and
oUicr interested parties to assess public interest
auu demand.

ine wyatt Company was contracted to
develop actuarial and financial tnformat.on for
ims siuay. Wyatt contacted insurance companies
mac otter indemnity pians for information about
utilization, coverage, and costs.

Organization of the Report

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

i
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Ch»r»t«»r 9

"^^rvonv^urvD urj HEALTH
INSURANCE AND NATUROPATHY

me increasing cost of health care has led
consumers, probers, insurers, and government

Ssf h,r t CTnd'tUreS in 1986 we* overM58 billion.4 Americans can no longer afford
to pay for all their health care costs Tsu^

from pnvate insurance, government, and charitv
P*d for 71 percent of personal health c*re
expenditures in 1986.2

The cost of health insurance has risen sharolv
In recent years, premiums have nx*«asW £
about 20 percent annually. Health ^a-rZ
have become the third largest cost •>« ~"~
most manufacturers. for

Table 21 shows typical gr^m ~,», *„, i.^,..
insurance in the nuhHc ■£ ^Trr^
H a w a i i T h e r a t e , f a ^ ^ r r T *
_ . , „ _ . . , , . — f . . i \ - . w s e c t o r a r enegotiable and nv-n'r r,f„,4 ..„ ..
considerably among grcap purcha3er5/ rJ
pnrvate sector pays about a third more than the
pubhc sector for comparable coverage, averaging
more than $300 per month foe fang coverage

em J™ ̂ Lr V̂ Thave increascd
I^TT" j*''""*"* tkrGugn deductibles (theamount pattcnts must pay before benefits begin)
and cements (the portion of the expe^of
a covered service for which patients are

fri501? * EjaP'Kjym °Ser "cafeteria" plans
r : . ^ . ^10^ .10 choos* among var ious

_ul P?*«8« including vacation, deferredco,..PensaiKin, or financial incentive programs
« mejr >pcnu less on health care.

r
Table 2.1. Monthly Costs of Group Health

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

J>eif Only Family

State1
Kaiser
HMSA
Community

Health Pl'an
Island Care

Private2
Kaiser
HMSA
Best Care
Aetna

—I

7 11.00

82 00
76.00

$ 100.00
118.00
104.00
112.00

ISI nn• • " - I
fid. nn I- . . . .

I
$ 280.00 I

333.00 I
287.00 I
348.00 I

State rates were effective July 1989 for

Cmp.J°i!^S wilh C0Dlracts a"<i include both"nplojvi and employee contributions, liiey
do net include -uuiiionai rates for dental.

L

?q!?& Md V""Si0a COver5Ke «ff«*u've as of January1990.

2 . P r i v a t e p l a n r ^ ^ . . ^ ^ ^ ^ ^
dental coverage, Aetna rates are based on a
H50 deductible policy for 8 fe^,, cf four

Sources: tfeaM xW Senear Plans for State and I
County Employees and Retirees. Julv 1989 I
and January 1990, and interviews with I
e m p l o y e r g r o u p s . I

. J



Many employers are adopting seir-msurance
p.«ns wnere iney assume aii or most of the risk
ot cia,™ Ior a policy year. Under sucn plans,

eZZCe C'a,mS 3re Paid directjy »om anK2T °amC -CC°Unt °f a truSt ******tor tnat purpose. Sell-insurance plans are exempt
trom state regulation under the federal Em^e
Kettrement income Security Act (ERISA) Tbev

Som ̂aT?advantagc m that th<y « «*5
Z??r? J™ mandatinS heakh '' '"""neebenefits. The number of these plans has more
than doubled in the past five years.

Mandated Health Insurance

Since the 1960s, states have enacted a variety
ot 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
psychology, for in vitrio fertilization, treatmentof 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 v,olated ERISA, which has a provWon
preempting state laws relating to emnlnve,-
benefit plans. In a unanimous decision "the
federal court held that state mandated h^fit
laws fall within the authority of states to regulate
insurance and are not preempted by the federal
statute.

One effect of this decision was to mov* th-
question of mandated benefits into the "olitica!
arena. One writer points out: *"

f '•gislatures will be face'' w'»>> ik- ̂ ;rn .̂.n
rss.ie of trying to determine r>~ ~-i.

what conditions should be covered but
what type 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.3

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
not 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
insurance. Opponents
on just about all aspects
coverage-whether a
necessary, whether it
whether it will increase
how much, and whether

against mandated health
and proponents disagree
of the issue of mandated
particular coverage is
is justified by demand,
the costs of care and by
it will increase premiums.

Generally, providers and recipients of meriira)
care support mandated health insurance, and
businesses and insurers oppose it. Proponents
hase their arguments primarily on medical and
social premises, white opponents base theirs en
e c o n o m i c s a n d c o s t s . "

Proponents cite the gaps in coverage that
prevent people from obtaining the care they
need. They say that the current system is not
equitable because it does net cover all providers,
all medical conditions, or all needed treatments

* " v " ~ ~ * ' A m m v w C j v O V C ' S g C 5 3 t h u s
iry to give people the care they require

Furtxhs it CCiiid {nrrfacs- r~~
r.n~ K .

a . x j . l / . i . «

fwUtu increase competition and the
:r and variety of treatment* available. In
instances, •,; could reduce costs by making

preventive care, early treatment, or alternate
care more available.



I

~rr—•— —6— ....a: iTiandatcd benefits
add to the *v>cr ^.F »~. «(„._»... _ j ,~. wxxxjy.oj«ux,ux and production
_.„ char mere vi tal benefi t* . Small
businesses *"■- <»»~<»~:..ii.. .. i l, .—~ ^pv^-tau/ vuioerauie because
th#Mf nit. **ir,..r% £,>,. U^^I.U "

; » H I » » t r y i K < - n r 4 * - . v . ' - , . . . . - „ _ • „^»,AW tWMlft ̂ .w.umni costs. Opponents
-~~ ~.6.._ ^„. .^a..v»axes reduce the freedom
ot emp.oyers, employees, and unions to cuoose
t h e c c . ' s t s p ? ♦ • > « . . . . . . . . . . »~«"6«- ns,} nam. x.x»uicfS Cite plclillUxU

. „^j tw^ uwyond what employees auu
consumers are willing to pay. They sec mandates
as creating an incentive for employers iu adopt
self-insurance plans that are exempt from these
i i i a u u a i i / d .

The controversy has led a number of states

to^review existing benefits and to evaluateadditional ̂ coverage. For example, the piecemeal

nature^of add-on benefits ied Maryland toestablish a Governor's Commission on Health
Care Policy and Financing. Its task is to evaluate
the state's mandated benefits and to recommend

a. coherent policy and statutory structure forthese laws/

Types of insurance pians affected. Laws to
mandate insurance affect three mam types of
private insurance: (1) blue Cross and Blue
Shield pians; (2) commercial insurance plans;
and (3) the independent pians provided by health
maintenance, 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
tor services. The Hawaii Medical Service
Association (HMSA) is the Blue Shield insurer
tor Hawaii. With a 1988 membership of 557,600,
HMSA covers more than 54 percent of Hawaii's
civilian population.5

Commercial indemnity plans of private
insurance companies 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.

iiiucpcuilcut pians are the fastest growing
segment of the health insurance market. HMOs
oiTci a package of preventive and treatment
services for a fixed periodic fee. The Kaiser
Foundation Keaith Plan, Inc., is the second
'.a^^indepcndcnc P'an in the state> serving
i63,OOG^membcrs in I98S. it is followed byisland Care and smaller pians such as Facitic
Healthcare. KMSA also offers HMO plans.

Seif-insured pians, the federally supported
Medicare and Medicaid programs that insure
tne eideriy and disadvantaged, and the Civilian
ricaitn 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 week.
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 consultation with a
Prepaid Health Care Advisory Council, decides
whether plans meet the standards of the act.

Some attempts made to broaden f.he medical
benefits specified in the 1974 law were challenged
in the courts. The federal courts ruled that the
Hawaii Prepaid Health Cate Act is preenvned
by ERTSA, which governs all emn!ovee benefit
p l a n s . A S l l b s e n n P fi r r n n o r ^ ^ n n a l o m ^ n r l m o n t
eyemnteri the Prepaid Health Care Act frrw"
ERISA, but the exemption applied only to the

IIIIIIIII
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f,
FDTC A

- •- —•-■ • m.cuctl' W" recuperative powers. ihcy use natural anw« «.■«.,*..* P.OVUK,™ Sincc noninvasive therapies that respect the abSS
> K - c m p t a u y , a b , e u u e n t o f t h e b o d y t o n e a . . t s e i l *

„„,„.,,. r.G"Id prccinP1' a'»y subsequent

. -though, mandated insurance law* have been
—«. ^ iatl wtMlin Ine iutIl0llly of statcs [o
regi:,ate insurance, it is possible that in Hawaii
any mandated benefit laws added io the States
insurance law will be viewed, and challenged,
~ a means of bypassing the iimitations placed
on cue r repaid Health Care Act.

oacKground on Naturopathy

Naturopathic physicians are primary health
care providers who make independent diagnostic
unions on patient treatment They are general
pracutioners who specialize in natural medicine.
Most arc in private practice as sole practitioners.

Naturopathy evolved in the late nineteenth
century rrom the work of Dr. Benjamin Lust, a
German pnysician who came to the United States
in l»y/ to spread the practice of hydrotherapy
or tne use of water cures to treat illness. The
practice grew to include all natural methods of
healing, including the use of botanical medicines,
homeopathy, nutrit ional 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, allerW
musculoskeletal problems, headaches, middle
ear infections, arthritis, urinary infections, and
other chronic conditions.

Their practice is guided bv 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 role of rh<-
naturopathic physician is to remove nhsrarles
to the healing process and to simnort the nsit,Vnfs

mturopatnic physicians treat the individual
as a wnoie. ihey believe that health results
rrom tne harmonious functioning of all parts of
a person, therapy is directed at the whole
person and at the underlying causes of illness
sucn as the patient's lifestyle, 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 ailments. They take medical
histories, order laboratory tests, and do physical
examinations. Treatment methods include
nutritional advice, homeopathic medicines
(minute quantities of a remedy that would
produce the same symptoms in a healthy 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" sureerv
and X rays; however, these practices "are
specifically prohibited under Hawaii law.

The major professional association for
naturopathic physicians is the American
Association of Naturopathic Physicians. The
association reports a resurgence in naturopathic
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 nf natural therapeutics.

There are an cstima*'*'* oon i;.....,.,)
naturopathic physicians Dr"*,"-•*•" »*» «*»<» tt̂ :»«^
States today. Most of ♦h-m r>r-,f.f.v- ;„ .»,„
Pacific Northwest.6 The fn»n,«inn nv- ,,.,.„,
license naturopath^' Ar;-»o„.i rv-r..,,.,..:.-.,*
Hawaii, Ore<roti. and w-»ck:.,„»«„ tr.^u in :j„
and A!ask° ^n r,r>f ?»«■.•» i;,-.....-,*.- u... -n_.. i- •



Rrt,.cation "n<* training. The sTO r„nm-n^
naturopathic roHrges are the J0k« p,,^*';^
o f N a r n m n a r h i r M e d i c i n e - w ^ r T X
National Polfcge of Naturona^.v 77»^;"«*T
P o r t l a n d , O r e g o n . * " ~ w ' "

John Bastyr College has »«-- ~ #*.,, u
,l_ ^ ■• ». ~-~«,- •—~ -w^... accredited bvthe Coiincil on Nat»ro«-»»»»> »<r~<.v,i cr. .•
an accrediting body «*«», ;„,•„•„, .0„„_.^ ^
. i , .ncr, ° -- .»»••- ja! recognit ion bythe U. S. Department C*" Ed--•"-"- - - -,.■ „

, . . * ~ u v " u v u • * * • » i x u i i o n a i i v
i« f i i i r * "s aSeacv- The co ege'stotal enrolment for 'ooooo i« • , f-

™,; ;«* :rr:.-udtr. I£^uatesbctween
/wai iG tne uatuiOpdtiuc

t t t «

suspend, and revoke liccuscs, examine applicants;'
-^P« «««, and do all iiuug> accessary tu carry<j«xl me taw.

C . . . ; — A r c .
J L U J U 1 J i j j - i rmS, defines naturopathy

30 to -10 students
m e d ' c a l n , « m ^ ' v » - t w « n _ i ^ " ^.—r-i-—. iSc college also awards desieex

* r » * 4 n n a M t . l I * •»..w ox n,m(U medicine.

T V -The National College of Naturopathic
a—...av „„» 5.antcd candidate status fur

*7TT£T OJ. C°UnCiI °fl N*turopathic...e-ica. question. Founded in 1956, it is the
Ox«est naturopathic college in the United States
an« graduates about 45 students a year.

^ Generally, it takes a minimum of seven yearsco ea,a a Doctor of Naturopathy (N.D.) degree,
ovudents iypicaiiy enter the four-year
naiuropalixic college program after three years
ui standard premedicai undergraduate education,
me first two years of study in a naturopathic
couege cover, basic medical sciences. The
curriculum emphasizes nutrition and botanical
medicines. In the third and fourth years, students
receive more clinical training in diagnosis and
naturopathic therapies.

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

The piaciicc of natural medicine, naturai
therapeutics, and naturai procedures,
fur the purpose of removing toxic'
conditions from the body and improving
me quality, quantity, harmony, balance,
ana now of the vital fluids, vital tissues,
ana vital energy . . . using a system of
practice that bases its treatment of
pnysioiogicai functions and abnormal
conaiuons on natural laws governing the
human body ... . ^e practice of
naturopath excludes surgery, application
of x-rays, and the prescribing or dispensing
of prescription drugs.

Anyone wishing to practice as a naturopathic
physictan must be a graduate of an accredited
school or college of naturopathy, pass a written
examination with a score of 75, and be licensed
by the board. Licensees may not 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 scope of practice and the
requirements for licensure. The board adopted
new rules in April 1988 that enabled it to beein
licensing again.

As of June 1989, there were 40 licensed
naturopathic physicians--!4 practice on Oahu,
19 arc on the neighbor islands, and 7 are. on the



mainland. The number ot licensed naturopaths
nas oeen increasing. More than one-third of
tne total number of licenses, or 14, have been
issued since May iy88.

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 services,
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 anv
additional health services. It would only provide
coverage for treatment by naturon-fhjr
physicians working within their lawful scope of
practice on the same basis as treatment 'h* a
m e d i c a l d o c t o r . '

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 terra
licensed physician" to include naturopathic

physicians. The same services that most health
plans cover for medical doctors 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 willin?
to cooperate in the assessment.

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

Most naturopathic physicians interviewed
for this report said thai the proposal is for
"insurance equality," or to require all insurers
to reimburse naturopathic nhwriane for tJv.V
services when medical doctors are reimbursed
for the same services. A number of insurers on
the mainland cover naturopathic physicians and
other licensed health care "roviders such as
chiropractors, by including them'in thc£



Ch»nfor

FOr^OPATH^'c^fACT °F MAN0ATINa "*»*»Ce C0V6RAGE

This chapter assesses the impact of s-a-'*-'—
coverage for naturopathic care acco««~ -
the social 2nd *•«■»»./»;, 1 ^^;»„„-„ ..... r ...

7 — * wntena set for th m the

;^f^V!?M»V^,Vf'^,»tt,.s

"fflsi

Social Impact

The extent to which naturopathic ca»» is
used by a significant portion of the population.
The use nf nah.irona.thic care is increasin" •«•••
it is still not utilized by a sigmficant ^S^of
the population. The American Associa''"- «*
Naturopathic Physicians has reported Trine
"tierest in naturopathic medicine. In Hawaii,
— —i w^.. a ^^^.antial increase in the

iT" f^JiCenSed "tufopatbic pliysieiau,.
Screen 1980 and 1985, 16 were hcciiscJ. Sincexuc liccxxsmg progiaiu resumed in May 1988 14
new licenses have been issu^. Dcspke thesc
mtrcascs, naturopathic physicians constitute a
uccuediy small group of health care providers,
ny contrast, almost 4,000 physicians and surgeons
practice in Hawaii.3

There is little quantitative information on
tne number of people 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 reported seeing between 4 to 15
patients per day. They see fewer patients than
medical doctors because thev tend to spend
more time with each patient The American
Association of Naturopathic Physicians estimates
an average patient load of 500 patients ner
naturopathic physician. The association indica'tex
that use of naturopathic services has been
growing, and that the growth is taking place
even though most consumers must pav for these
services out of their own pockets.

The extent to which insurance coverage for
naturopathic care is already available Some
health insurance coverage is available for

H*? * t * A *»
opathic care, although it is not provided

. 1 . . *

uxxt* xvoxowx.
•axgest insurers in Hawaii, HMSA

xialurGpaitxic physicians report
that most of their patients pay for their services
out-of-pocket because Lhey belong to HMSA
Of Kaiser plans.



insurance coverage is available from other
""'^ 4ue oUtc Workers Compensation Law

wve.^caie by naturopathic physicians. ihe.-* inciuues Uiem in the definition of "physician"
« .1 uoes doctors of medicine, dentists,
ciuoprac-ujrs, osteopaths, and optometrists. The
sconces of naturopathic physicians are ako
coverea oy .he State Motor Vehicle Insurance
i^w. some naturopathic physicians say that
most or tneir patients are workers compensation
cases.

Insurance coverage for naturopathic care is
available from commercial carriers such as Aetna
and 1 revelers. 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 coveraae for
naturopathic care prevents people "from
obtaining the necessary treatment. There is
no documentation to establish the extent to
which people do not receive naturonathic
treatment because of the lack of coverage for
naturopathic care. It may be that patients without
coverage do not receive their treatment of choice
if they are dissatisfied with medical care ur>ess
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 tevraacc coverage and
patients who have ston~-^ «•»««'«~ »u«~ u-_* —r>- ^ i"" «v~nx5 xxxcin because
they could not afford the «•«♦ -*~•->—♦j — -"-*- «*~ uui-ux-jA^kCi costs.

The exteai to wtk* Jack cf coverage resuifc
in unreasonab le financ ia l hardsh ip
Nataropathic physicians report that many of
their patients discontinue care because they
cannot afford the costs. They also repon that
rey do a lot of charity work. However, thereis no ^wocuxi.eiitaikiu to establish whether-and
the extent to which-patients may be suffering
unreasonable financial hardship.

Th« kvei of public demand for naturopathic
treaunenL No data on the level ot public demand

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
on the central role of diet in health. Thev say
that they are the only practitioners who receive
extensive training in nutrition and who routinely
direct patient care at nutritional theraoies'
preventive care, and counseling. ' '

The level of public demand for Insurant
coverage for naturopathic care. There is n0
evidence of public demand for individual or
group coverage of naturonathic services. The
HMSA and Kaiser rennrtr-ti no demand for
naturopathic coveraoe.

Demand may not be a useful indicator cf
consumer interest. beca"«» ?r.^;.^„,i -v^.v„
or preference plays a minor role in the purchase
of benefits. Mos* '■ns,,""'-.= «■ «-«m »~ ~-
with employers or unions acting — t--u_ir _c
—*"1 /-—~ .-...^.^wo w.n^v«w pians that COmpiy
with the State's i>»».»~m u ?.v r,~^~ a .. -nTrr— „ .—.* .« . „ , l l ( 1 /ON xxwoxu i ( Ja re AcL They
~ ~ « . „ . „ , „ m n i a u v a x i t a g C S O t Va f l O U S p l a n

designs, such as deductibles, aduiinisirative fees
and so on. As for individual plans, they are
iistially purchased as packages and are not tailored
to individual choice of benefits.

The level of interest of collective bargaining
organizations in this coverage. We found no
interest in increasing insurance coverage among
the collective 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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informatio^on "-tl T^f ""J" ^^ ■ "«ie
experience -St ^rT3^ there h*> ken no
e!«-...i.-. <"1"5teu rtaiu'0Fathic coverage

.■. . • iW P^ ic ians po in t ou t tha t an
rr\rr°fSt *°uUJ - «««r competition
^T -"«>* nas reponed that one ^UU
: ^ - ^ ^ T ? h a H « * c o f a n t i c o m p e S.«u..uum ^ Araerican aJ*™^

wailing onie for patients, and more "ervS aS
pnceopoons. Some of these optionTheV^
noid down the cost of health caVe and hilS
i n s u r a n c e . * n e a i t h

Financial Impact

mfo^eieXtent * WblCh fnsuran<* coveragemight incre.se or decrease the coster
naturopathic treatment. Theunpactof^*^
coverage on the cost of treatment* XoT

,W,L^ tUr0 .pa th ic Ph™«™ who wTemtervKwed said that the cost would Z d™

wou ld^ l ^ ^ ^ up hec "u» cove rage
v^uW create more paperwork. Still others sa^*« it would probably neither increase ~~
d e c r e a s e c o s t s . — * ~ — - W x

pmvi r te any ansv.«r^ ^JT** * *U io
k* there 4 conse^^r^ %ai \^P^y,
hea!,h car- ^rv—8tnefan>^ •« <*

to

SS ST^-.1" ~™« tossed b»t

This is based on what thev sav « ,hTu-. ?*
r r d > « F ~ _ x . . " " * » » « y w f f t r b i s t o r t / -

htgh^ost chrome diseases, naturopathy's 1^
rofe m provdmg nutrit ional coumtw^
o the r p reven t i ve se rv i r ^ , ^h ^ ^^^
health care easts through more aa—i fuZZ;^
They estimate that billions of do!la~ ~~m'~
saved if doctors worked with ^T*!.^? ~
foster more healthfu! dietary "Eta k l b O i u

Naturopathic physicians —*-~* .u„. ... -.l . r r*v-*-'«~*» «~«it€nc that their
therapies are less eostk* ^— ••- "
convent iona l m-d i^e . a i J7" -T^ ° l
that w~ ~^~~'"c- <x xx^ent article found
iBnro«H±rzp:,î L,. "ruimeat b<ou8«<
£^T ~ ~*omuscuJar function) for fivepercent of the cost of orthodox therapy?

..„ ^al«°Pa^ Physidaixs say that expensive
^ "ff,*^h » s.ur*«y •** the use of expensive
^ fouxu he replaced by noixirrvasive therapies,xuey have challenged as "inappropriate ufc of

S T * * ? * * r * • » b i l h T s p e n t o nteeaung car infections CV«to media) in Sren.
One expenment found that medical treatinenb
f«ch.as antibiotics, deconge«ants, and Theuisenion of ear tubes to help drainage were no

surest that a more appropriate treatment is to
cneck tor a l lc rg .es.* Mastectomies

tonsillectomies, coronary bypass. andhysterectomies are other surgeries that are said



III
III
III
IIIII
II

to be overused Drug treatment often masks
the real cause of illness and can result in significant

S?deCTffi?CUOnS ** "^ te «*tiy. ^Theseside effects can damage health significantly.

The extent to which insurance coverage
mlghUncrease or decrease Insurance premiunS
of subscribers and administrative expenses of
insurers. It is likely that there would be no
additional premium costs for requiring
naturopathic coverage. The Wyatt Company"
was contracted to provide actuarial services
and to develop information on this Question.
Based on information from 24 underwriters of
indemnity medical plans, Wyatt found that eirtt
earners added no premium costs to PmunV
individual plans in states where natnmoathir
service.; are covered. Two carriers sair/ that
they add $.m per month to the co<» of inH^dnal
plans and $.03 to the cost of family plans. Th™
add nothing to the cost for group coverage?'

Wyatt found no data that would enable them
to determine whether the use of naturopathic
services increases or decreases the cost of
individual or group health care plans. Indemnity
insurance earners that cover naturopathic
services report that they do not have sufficient
information on costs, because claims for these
services would be coded the same as those for
the services of a medical doctor.

If the services were allowed as covered
expenses under medical plans, the cost of

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

The impact of coverage for naturopathic
toeatoent 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 olans
that include naturopathic services will 'save
money. Naturopathic physician* typically r.haror.
the same for office visits as do other nhysWans
m general practice. The treatments rthev us*
are less costly than those that might *~
recommended or prescribed by medical doctor
and many treatments have no direct costs attached
to them.

M
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COMMENTS ON AGENCY RESPONSE

IVX9 A ropy nf tHe ♦„„,.„,•„,, ,„.,„, „

f K / ~ ~ l ° " " " * * « — « * " * " * - A t t a c h m e n t l ; t h e r e s p o n s efrom the department is inHuded „ Att3chaeat .

The Department of Health agrees ,hat m2T,H„;n„ ,,..,„,
f . . . * " " " - " " ' ^ c o v e r a g e m a p t ' e c e m e n t« « . . » „ , t h e t e , « , , u l i o n f o r s o M n g j u r M M ( m „ o r O T i a , ^ ^ ^ ^ ^

« - . « - r = p o „ „ » „ „ m i 5 M n l ^ . , ^ M t r e f l K t r a | d ! f f e r ^ ^

- .***. *«. ̂  ĉ  453 and w. ̂  ̂ ^ ̂  (hat na|uronaJ-
=ke ™„. aod M „ a. „aMO, .K tvmi to tbose of ^^ ^ ^^ ft ^ ^
it would be uii'\irtifi'"* «•"• ~:-i_ _i- . ., — -xx. ^leaumg * incuue naturopaths in the definition of physician in the

Prepaid Health Care Act.-

The department points nui that rhe m,mh~ nf ,f„t_ ,. .
„. ^„ie» liOW Mwe10iQg naturopaths continues to

decline. Its concluding observation is that n0 o*~ c„„ „.„„.,_ ,_,., ....
. "~"«« .iv.a«xxx uxouraiice coverage for

naturopathic care, and it would not be in the pub.ic interest for «—:: ^ b- ♦_ r_.
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T H E O F F I C E O F T N E A U D I TO R

S TAT E O F H A W A I I
■A S Z , 3 . < i , \ J & S T R E E T. R M , S O U

HOMDi.i ii ,_, Mx\vV«!! 3=5=13

j ( ATTACHMENT 1

C O P Y

November 14, 1989

me Honorable John c. Lewin
Director of Health
Department of Keaith
1250 Punchbowl Street
u v u v i u i u , i i a r i a . i l " 6 8 1 3

Dear Dr. Lew**"

Enclosed are three copies, nurr.be*- A ** 6 «*■«»- -<--<<■.. o...j.. _., „_ ,., ,m * r w ^ / < ; ^ ^ ^ v - r r i f ^ f f f ' " • y
November 17, 1989, on whether you intend to ^T~ 1~ -±^"1.^ °y
Should you decide to respond, p1ease transmit XT^S^ cc^~~~^.f£:

L e g i s l a t u r e . F - « . v ~ ~ ^ „ , w

So Serx^vi^ ^ Pr*?fig J*?*" °f ^ "*> hoUSes of the Leeislarure haveaiso oeen provided copies of this draft report.

Since the report is not in final form and changes may be made, access to this reoort

r^Lr ^Cted- to thT u^"1 ** "*** «*' to **** you iTprlpar^^rcspome. Pubuc release of the report will be made solely by our offieVMd Suv
a f t e r t h e r e p o r t i s p u b l i s h e d i n i t s fi n a l f o r m . T O I y
CJ.,-. !>'.

Newton. Sue
Acting Legislative Auditor

Enclosures

16



ATTACHMENT 2
^V" 0 ir L,Jv

/ v > - \A
J O H N * x m « f / M f i O f c ) ) )

I
JOHN C. LEWI* . M.O

Oi»CCton 0 . « |^ , ^

3TA i E Or HAWAI I
U t P A K f M E N T O P H E A L T H

•*• O. BOX JJ7«
M ^ M ^ I . . . . . w . w . . . - .

November 28, 1989
• ■ . - . / , ■ - • t , ^ i ' c i c i

F i l e : M e d H - H M F

P c C fi V f L
T c : M r . U t v t o t i S u e , A c t i n g A u d i t o r y , „ ™ i n « u « o r »

L e g i s l a t i v e A u d i t o r ' s O f f i c e K O ? £ " " J 1 . ? S f l

ST,'.ir Of Hawaii
Subject: Response to the *-~i~i-*-: i^,-. , . -^ ,x - -w t . .w ^g iS i .1 , , , , * \udxcor*s Study or

Mandat .oTV Hea l t -h Tnn^ . / . . r » !_ „ ^ . t - . „■» -- -*—•—*.«»*»».». xi« iMiuxwuHiiili: i-aLLuxuixaLiiiC tare

The Department agrees with the Legislative Auditor «■»»— — j-**ro.
h e a l t h i n s u r a n c e c o v e r a g e i n a o i e c e m e fl ^ M n ^ t ^ v ^ r ^ 1 *
solut ion for solving jur isdict ional or social vroh^V. "»Z £"-«.
that mandating the coverage of naturopathy would not h* in't^w;

^rh!Sr vf P"15110' We d° feel ihe need to """^ and'ewp'nHon the dratt report's coverage. We believe that the report does "
not accurately reflect on the real differences between naturopathy
uu tne one hand and physicians licensed under Chapter 453 and 460'

V * . . . J x r -*..e «raxt report on the background of Naturopathy and the training
a..a p^.^cs Ox ..auuropaLns appears to nave been written on the

7- r"j"" ;IU**-"»'-"tuxJ*«-»*»' petitioners are equivalent to physiciansl icensed under Chanter ' ; i^x —-> «<;" «•»" •*>. , f "^-3-11-1*"3«. . . "I"J-i u..^r^glJ jjij auu n0w> j^ wlth respect to their educationt r a i n i n g , a n d c » n » b ' * ' " * i ' » - c . - _ _ - . n . - _ ^ . . , . . . ^ \ ™ u w u u n ,„*„«.. i. 1 «--J—-*i«— -X.X.CO cxic proposal is tnat treatmentgiven by naturopaths be covered on the same basis a* treatment by
m e d i c a l d o c t o r s , t h i s h o ^ r c i > n n c U . « » ^ . t « - = - ^ - , - - - - • i
n C « . u « j c * . . - . » . . » » . » w x v « . i i . e x e * r c s e v e r a l a r e a sot tne draft report which rather va«"'«i" i-a'v x-S!«i-tf *«. .,„<,.,■. . .
* « n i « i « < , j * . , . * — r * s © — / i « p * > « - x & x . n i u g i s e q u i v a l e n tto phys ic ians t ra ined m schoo ls o f mx» ,Hc* r - - ^ - , . , . , -_ , , . , . . ,
b e m i s l e a d i n g . ' y ' w u , , s e , « u , : ' " - i / '

♦KJ°r.e3Tple °n page 6 lt is said that "na*««ropaths use standardmethods to diagnose ailments. They take medical historic o«»^
laboratory tests, and do physical examinations." This seems tn'implv
that they proceed in these matters just as physicians licensed under'
i-napters 45.J and 460, HRS, do.

Or, page 7, a statement is made that the first two years of study
,n rji!v1l>pa,i''iy coiie«e "cover basic medical sciences." It then

- at tiv^ curriculum emphasizes nutrition and botanical medicines."
'•-ovex" is uufuruinate and would seem misleading, as these

I
st" tc
T>>
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m. ncinton 5ue, Acting AuuiLur/2

not the b2.sic sci'*','*',•" ~r ■ -

s c i e n c e , „ h j e o t s r ^ ^ Z ^ ^ ? l ^ ^ ' c ^ ^ ~ 3 i C
o f d i a g n o s t i c p r o c e d u r e „ n d t h e ^ t h ^ r i r a i a i r i r : : " - : ^ . ? " ^
laboratory tests and physical finding, is Hifferent' in'na^r^chy.

sureerv SV ^ "f* * rep°rt SayS ""^uropaths mav perform minor
ftSiriaw " TnTr WeVer' !h"a practicos are Prohibited under
considered'at wS^"1"!! ^ caPabilities of naturopaths have been
that it wfs not in the'h ^ ■'" tW° Le*islatures. «* " was concluded
t h e n l L , l n J u • " i n t e r e s t s o f ^ h e a l t h a n d s a f e t y o ftne people of Hawaii to permit naturopaths to perform any surgery
or to taxe x-rays. Hence, they may not perforTsurgery or take x-rays.

— _?!! !!.mrt' the.fining and interpretive capabilities of naturopaths
^l.'/r:. ! "MUireu ana expected of doctors of medicine, and the~*.x. **«.»* renvxered cannot be ^uated. They are different.

Tllfi >*onnvt «•«■-
»woi.i^"««i^r""' TV""" w,a" naturopath said that the wandaLed coverage" o v i d o n l y p r o v i d e c ~ < ' « > • * " > ~ < » ~ - » - v - v . 6
hv * - - j * i j 6 " • • • v " l - " k - •»««c i / as i3 as t rea tmen tny a medica l doctor. " I t say t *»* —'♦ • *^ - - i~ -_ „a . v,
i * t - V i a f * • ! . , « c « 4 . i r . . " I / - . « - w - i « i „ . x . i . J ^ x a x m t h e p r o b l e mis that the State's Prepaid Health Care Act does not define the tc—
•licensed physician" to include naturopathic physicians!""*'

Then it states that a "number of insurers on the mainland rnv*-r
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 tne definition of physician in the Prepaid Health Care Act, or
any otner detmition of physician, would be unjustified and misleading
t o t n e p u o l i c . *

r, ^Je reP°r^further indicates that a growing number of naturopaths-e^ccs an ir.Cxeased interest in naturopathy and this may be a reason
^..B wo.wxaBv. nuixe uucre is Diuc.it more interest in relatingto our natural surroundings and enhancing our health through natural

means, thas philosophy encompasses all levels of medicine. One must

COASTS IhV*Ct ^ thC nUBber Cf StateS 8W i icc»^S naturopaths
w!r^ ! to *ecl,T,« *nd is currently United to: Connecticut, Arizona,Washington, Oregon, and Hawaii, With 40-50 new graduate -o^h «8-
from the two schools that exist, one in Oregon and on* in wTshin^rm
the numbers are bound to increase in those states author* 7imr thZ "'
pract ice.

We agree with the draft report that finds no evidence of public
demand for coverage of naturopathic services.
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Mr NAwton Sue A^in. *..,*; •.„„/-

While the financial imnarr 0t rn,

i n s u r l n L W ° U l d ^ u n n e " " a r i l y r n t h e l ^ " - ^ " : ^ : ^i n s u r a n c e c a r r i e r s . — " " " ~ * " * » - c n 5 o f

For the reasons^ "^ "anda tes 'overage o f na tu rona t^ r < .™™

\ \ j..

\ yUHN C. LEWIN, M.D.

I
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