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State Mandated | nsurance Cover age
for Tobacco Use Cessation Programs

K oop-K essler Report

In 1997, Congress asked former Surgeon General C. Everett Koop and former Food and Drug
Administration Commissioner David Kessler to convene a committee to review U.S. tobacco
policy. The committee’'sfina report outlined a“blueprint for the future of tobacco policy and
public health.”* Among its other proposals, the report recommended mandated insurance
coverage of all tobacco use cessation programs and services.? According to the report, coverage
should be provided as a“lifetime benefit rather than as a one-time opportunity to ‘kick the
habit,”” and should be required under “all health insurance, managed care, and employee benefit
plans, aswell asall Federal health financing programs (e.g., Medicare and Medicaid).”*

State L evel Benefit Requirements

The following six states mandate some form of tobacco use cessation coverage. The level of the
coverage varies by state

Colorado

o Colorado requires that basic health care plans cover certain preventive services, including
tobacco cessation programs. All plan members are entitled to one “ smoking cessation
education program benefit under physician supervision or as authorized by plan per
lifetime, not to exceed $150 payment by insurer.”* Some small group plans are exempted
from this requirement.”

New Jer sey

0 In 2000, New Jersey enacted the New Jersey Health Wellness Promotion Act, requiring
that all commercia health plans include annual “lifestyle behaviors’ consultations as part
of their basic coverage.® Such consultationsinclude smoking cessation programs for all
persons 20 years or older.” Payment for such benefits are not to exceed “$125 a year for
each person between the ages of 20 to 39; $145 ayear for each man age 40 and over; and
$235 ayear for each woman age 40 and over . . . . New Jersey has similar requirements
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for group policies, ? individual policies,’® medical service corporations,** and health
service corporations.

North Dakota

o

According to the 1998 Survey of State Policy on Nicotine Addiction Treatment, North
Dakota requires small and large employers to cover smoking cessation programs up to
$150 per person per lifetimeif the programs are supervised by a physician.*® However,
the North Dakota mandate is not included in any statute or formal regulation. Instead, it
is contained on the “standard form” insurance policy that isissued by the North Dakota
Insurance Department.** The North Dakota | nsurance Department explained that “all
major medical insurers are required to make [the benefit] available to individuals or
employersin theindividual and group markets. Coverageisonly available on a
guaranteed-issue basis for the small (2-50) employer market and the employer has the
option of purchasing any plan, including the standard plan. . . ."*°

New M exico

(0]

In 2003, New Mexico enacted a statute requiring that all health insurance policies issued
in the state that provide maternity benefits must also provide tobacco cessation benefits.'®
These benefits must include “ (1) diagnostic services necessary to identify tobacco use,
use-related conditions and dependence. . . (2) two 90-day courses of pharmacotherapy
(Nicotine Replacement Therapy and other pharmaceuticals) per calendar year . . . [and]
(3) achoice of cessation counseling of up to 90 minutes total provider contact time or two
multi-session group programs per calendar year.”*” Exempt from coverage are short-term
policies, policies for travel, and policies that cover only specific diseases.’®

Maryland

(0]

In 2005, Maryland borrowed from New Mexico’ s statute and enacted a law requiring that
any insurer, non-profit health service plan, or health maintenance organization that
provides prescription drug coverage to individuals or groups in the state “ shall provide
coveragefor (i) . . . any drug that is approved by the United States Food and Drug
Administration as an aid for the cessation of the use of tobacco products; and is obtained
under a prescription written by an authorized prescriber; and (ii) two 90-day courses of
nicotine replacement therapy during each policy year.”*®

Rhode | sland

(0]

In 2006, Rhode Island enacted statutes requiring any insurer that provides medical
coverage for doctors' office visits or comprehensive medical coverage to include
coverage for smoking cessation treatment.”® Coverage must include “the use of an over-
the-counter ... or prescription ... nicotine replacement therapy, when . . . used in
combination with an annual outpatient benefit of eight (8) and one-half (1/2) hour
smoking cessation counseling sessions provided by a qualified practitioner for each
covered individual.”** Rhode Island’ s mandate exempts insurers whose plans do not
include prescription drug coverage.??
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Four states failed in their efforts to codify insurance coverage for tobacco use cessation
programs.

o New York,?®* Wisconsin,?* and Oklahoma® unsuccessfully introduced legislation that
would require insurance coverage of tobacco use cessation programs. and In 2005,
California’ s House and Senate passed a new bill mandating tobacco cessation coverage.®
The bill would have required that “[a] health care service plan contract . . . that provides
outpatient prescription services, shall include two courses of treatment in a 12-month
period including personal counseling, which may be telephone or individual, and FDA-
approved medication for tobacco cessation, including prescription and over-the-counter
medications.”?’ The bill would have also limited co-payments for tobacco cessation
drugs to $15. Governor Schwarzenegger, however, vetoed the bill %

Cessation Benefits Are Cost Effective

A 2006 study published in the American Journal of Managed Care estimated the costs and
benefits to an insurance company covering smoking cessation treatments. The model showed
that insurance companies offering lower cost cessation benefits would save money within eight
years.” The study projected that after twenty years, per member per month net costs (after
considering health savings) would range from a savings of $0.22 to a cost of $0.43, depending
upon the plan chosen.* Most plan options showed a net savings.

From the employer’ s perspective, tobacco cessation benefits are either cost-saving or cost-
neutral. According to the Centers for Disease Control (CDC), “ cost/expenditure equalizes at 3
years; benefits exceed costs by 5 years.” !

The Next Generation California Tobacco Control Alliance estimates that the cost of providing
tobacco use cessation benefitsin HMO health care packages would be between $0.22 and $0.43
per month per member, depending upon usage and the level of coverage.®* The CDC places the
cost even lower, estimating it would cost between $0.10 and $0.40 per member per month, to
provide a comprehensive benefit.*®
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