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Using Insurance for Therapy: What to Consider 

A guide to help you make an informed choice between insurance and private pay 

Insurance may be the right choice for a lot of people, especially when cost is the main barrier to starting 

therapy. 

At the same time, using insurance involves some tradeoffs that aren't always obvious up front. This document 

lays those out so that you can make a fully informed decision about whether insurance or private pay is the 

better fit for you. 

Diagnosis and Your Records 

• Insurance requires me to give you a formal mental health diagnosis in order to bill for services — even 

when what brings you to therapy doesn't neatly fit a diagnostic category (for example, relationship 

difficulties, life transitions, or general stress). 

• That diagnosis becomes part of your permanent medical record, shared with your insurance company 

and potentially accessible to others with proper authorization in the future. 

• A mental health diagnosis on record can affect future applications for life insurance, disability 
insurance, or long-term care insurance — sometimes leading to denial, higher premiums, or exclusions, 

even if the issue was fully resolved. 

• Some security clearance applications, professional licensing boards, and immigration processes ask 

about mental health treatment history, and a documented diagnosis may need to be disclosed. 

• If you're navigating a custody case, insurance-based treatment records can sometimes be requested or 

surface in ways that feel invasive. 

Your Treatment and Clinical Care 

• Insurance companies can require justification for "medical necessity," place limits on the number of 

sessions, or periodically review treatment plans — meaning a case manager who has never met you may 

influence how long your treatment lasts. 

• Insurance typically doesn't cover couples or family therapy unless it's tied to an individual diagnosis, 

which can mean the official record doesn't reflect the actual focus of our work together. 

• Insurance-driven treatment tends to be pushed toward shorter-term, symptom-focused approaches rather 

than the more open-ended or deeper work some clients want, even when that deeper work would better 

serve them. 

• Insurance companies can audit clinical records and request full session notes to justify billing, which 

means people outside our therapeutic relationship may review details of what we discuss. 

Privacy 

• Using insurance means more parties are involved in your care — including claims processors and 
auditors — each with legitimate access to some of your information. Private pay keeps that circle as 

small as possible. 

Questions to Ask Yourself 
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How much does it matter to me whether a mental health diagnosis is part of my permanent medical record? 

How much control do I want over the length and focus of my treatment, versus having that shaped by what 

insurance will cover? 

How important is it to me to keep the details of therapy between just the two of us? 

Note: the specifics above — such as how insurers evaluate applications or what different institutions ask 

about treatment history — can vary by state, by policy, and by insurer, and they can change over time. This 

document reflects general patterns rather than a guarantee of how any specific situation will be handled. 

I'm happy to talk through any of this together. My goal is for you to be able to make a choice with all of the 

information. 


