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Abstract
This article elucidates the reasons

most insurance companies do not
cover smoking-cessation therapies
despite their obvious benefits. It crit-
ically reviews the arguments for and
against using a universal mandate as
a strategy to increase use of smok-
ing-cessation programs to realize the
associated health benefits and cost-
savings. While convincing arguments
exist to mandate insurance coverage
for self-destructive health behaviors,
their merit is tempered by several
valid counter arguments. For exam-
ple, insurance coverage for small, rou-
tine, and predictable events, such as
smoking-cessation treatment, vio-
lates the “first principles” of what
ought to be covered when considered
from the traditional insurance per-
spective. An insurance solution to
risky behaviors may be to make un-
desirable behaviors more undesirable
to individuals by raising premiums
rather than to make them less unde-
sirable with subsidies.
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has been referred to as the “gold stan-
dard” of prevention.8 Thus, it seems
clear that insurance companies, es-
pecially managed care health plans
that are financially and medically re-
sponsible for the health outcomes of
an enrolled population, should have
enthusiastically embraced coverage
of smoking cessation due to obvious
benefits to the insured, insurers, and
society as a whole. So, why haven’t
they done so?

Most health plans do not fully
cover smoking-cessation services.9,10

Those that do provide such coverage
vary greatly in terms of what is cov-
ered and the extent to which copay-
ments and coinsurance must come
from smokers’ own pockets.11,12 The
insufficient coverage and lack of uni-
formity in coverage raise questions
about the credibility of the insurance
industry’s claim of support for such
preventive measures. Further, some
researchers have cast doubt on pub-
lic discussions that argue for insur-
ance coverage for smoking-cessation
therapies.13

The intent of this article is twofold.
First, it delineates the reasons most
health plans do not cover smoking
cessation. Second, it clarifies the ar-
guments for and against implement-
ing a universal mandate to increase
utilization of smoking-cessation pro-
grams within health plans and to reap
the associated health benefits and
cost-savings.

While persuasive arguments exist
to mandate insurance coverage for
self-destructive health behaviors,
their merit is tempered by several
valid counterarguments. For exam-
ple, insurance coverage for small, rou-
tine, and predictable events, such as
smoking-cessation treatment, vio-
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INTRODUCTION
Smoking is a leading cause of mor-

tality in the United States, accounting
for more than 420,000 deaths yearly
and 30 percent of all mortalities due
to cancer.1,2 Diseases and deaths
caused by smoking also exact a heavy
financial toll on society. In 1992, the
U.S. Surgeon General reported “…
estimated average lifetime medical
costs for a smoker exceed those for a
nonsmoker by more than $6,000.”3

At the national level, the estimated
total smoking-attributable medical
expenditures were estimated to be
$72.7 billion, or 11.8 percent of total
U.S. medical expenditures in 1993.4

Though deadly in consequence,
smoking is viewed as the most pre-
ventable risky behavior.5,6 To dis-
courage smoking, many countries in-
cluding the United States and Canada
have tried a variety of antismoking
measures that include taxation on to-
bacco products, counteradvertising,
and mass-media campaigns.7 At the
patient-care level, numerous clinical
studies have demonstrated convinc-
ingly that smoking-cessation treat-
ment is safe (i.e., posing either no risk
or a tolerable level of risk to the pa-
tient), effective (i.e., works well to
help smokers quit smoking), and
cost-effective (i.e., saves lives at a
lower cost than many other effective
preventive interventions). In the
medical literature, smoking cessation
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sense for homeowners to buy fire in-
surance out of their own pockets. In
contrast, we do not insure regular
purchases that involve relatively small
sums — like buying groceries, wash-
ing the car, or purchasing eyeglasses.
Few of us would buy insurance for
these consumer goods and services
because it makes no sense to pay a
middleman (insurance company) for
items that we buy regularly.

In the case of smoking interven-
tion, the cost of cessation therapy is
relatively small, and many smokers
want to quit and seek treatment. It
thus makes little economic sense for
a health plan to provide coverage for
a treatment that can be bought from
providers directly without paying the
extra administrative cost associated
with insurance.14 While it is true that
in the absence of cessation coverage,
smokers wanting to quit their habit
must pay for treatment themselves,
the aggregate savings in insurance
premium for everyone will more than
offset smokers’ private purchase costs
of cessation treatment. Thus if insur-
ance coverage is provided for smok-
ing cessation and other preventive
measures that consumers use regu-
larly and that cost relatively little at
each use, it probably has more to do
with the social and cultural back-
ground of our health care system
than with insurance principles. Since
World War II, when U.S. employer-
based health insurance included an
unwritten social contract between
employers and employees, the scope
of health benefits has been subject to
collective bargaining. Moreover, em-
ployers frequently use tax-free fringe
benefits to attract skilled workers
during periods of tight labor condi-
tions.

Indeed, most consumers support
such coverage precisely because they
see it as an employer-provided bene-
fit, one that is free of charge or heav-
ily subsidized. In the private sector, al-
most 70 percent of workers receive
health insurance through their place
of work,15 and employees commonly

view health insurance as a “fringe
benefit” that improves the overall
compensation package. In other
words, workers do not see a dollar-
for-dollar tradeoff between more in-
surance benefits and loss of potential
wage increases.

Health plans should have their
own motivations to cover smoking
cessation, however, because the
averted medical costs should far ex-
ceed the front-end treatment costs.
This begs the question: Why haven’t
most health plans spent hundreds of
dollars to save thousands?

There are at least two explanations.
First, health plans may be concerned
about “adverse selection.” Smoking
has been solidly linked to a variety of
diseases and chronic conditions.3-5

Insurance companies may not want
to attract smokers by offering smok-
ing-cessation benefits while other
plans do not. Second, plans may be
concerned that they may not be able
to recoup the projected savings be-
cause enrollees frequently switch
health plans.16,17 When enrollees mi-
grate, they carry with them the health
benefits received from a previous
health plan to the new plan. Are there
effective ways to mitigate the prob-
lems of adverse selection and health-
plan switching? 

Universal mandate of coverage
Arguments for a universal mandate.

At the individual health-plan level,
most employers demand, and the
plans agree to provide, a selection of
preventive services such as breast-
cancer screenings and influenza im-
munizations that all or certain groups
of individual workers use regularly.
Employers’ support for such coverage
demands stems from a combination
of paternalistic considerations and
considerations that are in their own
interest. Some employers no doubt
genuinely care about their employees’
health, while others are primarily
motivated by the expectations of
higher labor productivity from a
healthier work force. Still other em-
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lates the “first principles” of what
ought to be covered when considered
from the traditional insurance per-
spective.13 These principles delineate
that a covered event must be: 1) de-
finable (i.e., it is possible to deter-
mine with some certainty whether
the event has occurred); 2) statisti-
cally independent in the sense that it
affects only a relatively small number
of people (e.g., a car wreck is an in-
dependent event whereas war dam-
ages are not); 3) unpredictable (i.e., it
occurs on a random basis), and 4) it
involves a large but not unlimited fi-
nancial loss.

Further, it may prove useful for in-
surance to address risky behaviors by
making undesirable behaviors more
undesirable to individuals by raising
premiums and not by making them
less undesirable with subsidies. This
and other arguments that caution
against insurance coverage must be
taken into account when advocating
for a universal mandate for smoking
cessation benefits by all health plans.
At the least, the cost-saving benefits of
such a mandate must exceed not only
the direct costs of cessation services
but also the indirect costs associated
with the uneconomical use of insur-
ance for routine and predictable
events and a possible increase in risky
behavior induced by insurance.

Why insure?
We live in a world fraught with

risk, and one such risk is the inci-
dence of illness and adverse events
that can cause physical pain and cat-
astrophic financial losses. Insurance is
an economical way to deal with the
risk of unexpected random events in
life by pooling financial resources
from a large number of people to pay
for the resulting financial losses.

But insurance is not economical
for covering all types of adverse
events; it is suited for covering high-
cost events that rarely occur. Fire, for
example, can cause substantial dam-
age but happens infrequently and un-
predictably. Thus it makes economic
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ployers support coverage for preven-
tion and other “quality-of-life” ben-
efits due to public-relations consid-
erations. These are voluntary
contractual agreements between two
private parties, however, and can be
cancelled by either party when the
contract expires.

Universal mandates, on the other
hand, apply to all or at least a large
number of health plans. With such a
mandate for smoking-cessation treat-
ment, all health plans would have to
provide this service and no one could
get a free ride. Universal mandates, in
contrast to private coverage agree-
ments, can therefore effectively ad-
dress the problem of adverse selection
that results when smokers switch
from plans that do not offer cessa-
tion coverage. Universal mandates
also avert potential problems associ-
ated with enrollees switching plans
(i.e., when your plan spends gener-
ously on preventive care while others
do not, those other plans would ben-
efit from the improved health of the
insured individual when enrollees
switch from your plan to theirs).

Arguments against mandates. Cov-
erage mandates of routine and pre-
dictable services are inconsistent with
the principles of insurance. Insurance
is economical when used to cope with
uncertainty as to the incidence of ill-
ness and the financial losses that may
result. Further, required coverage
forces employers to pay extra for ad-
ditional services that favor certain
employees more than others. Gov-
ernment may have legitimate reasons
for treating certain members of a
group more favorably, based on fair-
ness considerations and to improve
social cohesion. Private employers
may choose to do so to improve em-
ployee relations as well as workers’
health and productivity. These im-
provements can be accomplished,
however, by such transfer mecha-
nisms as wage increases, cash pay-
ments, and vouchers. Insurance is an
inefficient vehicle for such attempts.

A second argument against man-

dates is that they undermine the
proper functioning of risk contract-
ing. Today’s health care market is
dominated by managed care organi-
zations that are at financial risk if they
do not keep their insured members
healthy. They are also encouraged to
use innovative methods to manage
their affairs. Yet, the more services
that managed care health plans are
mandated to deliver, the less freedom
they have in terms of how best to keep
members healthy and costs down. To
justify additional mandates, proof of
cost-effectiveness is essential in
today’s health care environment
when managed care organizations
have already come under multiple
layers of regulation.

What about the point that many
insurance companies require the in-
sured to perform periodic (or sched-
uled) maintenance as a condition for
insurance coverage? For example, in-
dustrial insurance policies routinely
require insured factories to meet cer-
tain maintenance standards and sub-
ject such factories to regular and
unannounced inspections to ensure
compliance. Can we not similarly jus-
tify smoking-cessation therapies and
other effective preventive services on
grounds that they are basic and nec-
essary maintenance services that are
designed to lower everybody’s costs?

On closer examination, such rea-
soning breaks down, however, as in-
dustrial maintenance is required of all
insured factories, while smoking-ces-
sation treatment is used by smokers
only. The view that this type of treat-
ment is merely “necessary mainte-
nance” may lead to the unintended
consequence of selling different poli-
cies to smokers and nonsmokers,
with smokers paying a higher pre-
mium to match their expected higher
health costs. Such a practice would
make insurance unaffordable to
many within a group that already has
an increased need for coverage. In ad-
dition, in the example cited, the in-
sured factories pay for the required
maintenance services — not the in-

surance company. In contrast, only
smokers use smoking-cessation treat-
ment in a health plan, and a case can
be made to ask them to pay for these
services as a condition for receiving
insurance.

Conclusion
This brief article addresses the rea-

sons that insurance companies are
reluctant to cover smoking cessation
despite its most obvious benefits.
First, such coverage violates the in-
surance principle of covering only
costly events that occur rarely, while
asking insured individuals to pay for
something that can be purchased di-
rectly without paying an insurance
company to cover that company’s ad-
ministrative costs and profit.

Second, it asks nonsmokers to
share the costs of services that pri-
marily benefit smokers, with no as-
surance of delivering spillover bene-
fits to nonsmokers. Theoretically,
nonsmokers can be persuaded to sub-
sidize smokers if smokers agree to re-
imburse the health plan when they
withdraw to join another plan. The
nonsmokers who initially shared the
costs of cessation therapies may also
have left the same health plan, how-
ever, making it extremely difficult to
keep track of who has subsidized
whom.

A universal insurance mandate of
coverage for smoking cessation
would circumvent health plans’ re-
luctance to provide smoking-cessa-
tion coverage. Nevertheless, such
mandates undermine the creative
function of managed care by re-
stricting managerial options available
to managed care organizations. The
capitated health plan pledges to de-
liver certain health outcomes to a de-
fined population in exchange for the
responsibility to manage its own
risks, within established ethical and
clinical guidelines. This responsibility
is an essential element of the man-
aged care approach to good health
care at a reasonable cost.

Finally, and perhaps most impor-
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tantly, subsidized insurance coverage
for smoking cessation may bring
about the adverse effect of encourag-
ing risky behaviors. In the United
States, many common diseases can
be traced to choices made by insured
individuals who forgo prevention and
behavior modification — a fre-
quently cited example of the “moral
hazard problem.”18,19 

Those who support subsidizing
smoking-cessation services as a ben-
efit may argue that an insurance so-
lution addressing the prevalence of
risky behaviors, such as smoking,
would be to raise premiums to cover
the expected losses. Another option
to consider, in attempting to resolve
this insurance dilemma, would be to
limit coverage of the negative health
effects associated with these behav-
iors in an effort to discourage the
risky behavior.

Unfortunately, making risky be-
haviors less costly will achieve quite
the opposite effect.
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