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Executive Summary

The recent election results signify major changes at the federal level when it comes to health
care reform. It is probable that the introduction of a single-payer system will be proposed during
the Obama administration. Such proposals, however, should not prevent Kansas policymakers
from moving forward with policy reforms that will improve the lives of Kansans. This policy brief
offers legislators a guide for reforms at the state level.

There are six recommended reforms explained in detail, including:

1.

2.

5.

6.

Help Individuals on Medicaid secure private insurance
Focus on costs

Reduce insurance mandates

Do not use tobacco taxes to fund health care reforms
Focus on long-term care reforms

Encourage price transparency

These six recommendations will lead to greater price transparency, lower costs, and more
control for consumers in how their health care dollars are spent.
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Introduction

In November 2007 the Kansas Health Policy
Authority (KHPA) proposed a 21-point plan
for health care reform. Several of the ideas
contained in the plan, including premium
assistance to help individuals under 50
percent of the federal poverty line secure
private insurance, was voted on in the
previous legislative session (Senate Bill 11).
However, after the KHPA proposed a tobacco
tax to pay for premium assistance, support for
the measure crumbled and the majority of the
KHPA'’s proposals failed to pass in the 2008
legislative session.

This year the KHPA proposes expanding
Medicaid spending. They also propose
funding health care through a tobacco tax
increase. This is in spite of the many states,
such as Maryland, whose reduced tax
revenue from such taxes has actually led to
budget shortfalls. The KHPA also endorses,
less controversially, an indoor statewide
smoking ban. This amounts to little more than
posturing, however, given current local
ordinances are already more stringent than
the statewide ban proposed during last year’'s
legislative session.

The crux of the KHPA argument when it
comes to health care reform is a call for more
government spending. Yet Kansas and other
states are already starting to feel the pinch of
declining revenues, budget shortfalls and
massive spending increases. To add even
more health care spending to the mix of an
already  bloated budget is  simply
unsustainable. This is especially the case
when one considers the so-called “woodwork
effect” that too often results in greater
numbers enrolling in government health care
programs than predicted. Hawaii, for
instance, recently cut funding for children
under a new universal program designed to
help poor children receive health care
because too many middle class and wealthy
Hawaiians were getting rid of private

insurance to get the “free” health care offered
by the state.

This policy brief offers a six point reform plan
designed to encourage experimentation and
consumer-driven reforms of the Kansas
health care system. Many of these points
have been discussed in other Flint Hills
Center policy briefs and opinion editorials
over the past two years. They represent
sustainable and responsible ways toward
reform solutions which will not break the
budget of taxpayers.

POINT ONE:

Help Individuals on Medicaid Secure
Private Insurance

If premium assistance would truly move
individuals from public insurance to private
insurance, the plan might have merit. But,
while the intention was good, the proposal
advanced last year by KHPA would have
instead expanded Medicaid.

Real premium assistance could be developed
by helping a person under the 100 percent
FPL purchase a private health insurance
policy and establish a health savings account
(HSA) to develop real savings towards health
care purchasing. The existing Medicaid
bureaucracy in the state could educate
constituents on how private health insurance
works, endorse some plans for constituents
to buy, and focus on educating individuals on
how HSAs function. Some expense from
government in the form of grants-in-aid would
be necessary to get the program going but
like welfare reform, within a few years the
caseloads of those on government assistance
should decrease.

How Could This Be Paid For?
There would be an initial cost in order to

make the shift from public to private
insurance. The KHPA could apply for a
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waiver from the Centers for Medicaid
Services (CMS) to obtain permission to
receive funds to use for this program. Rather
than the federal dollars going directly to
Medicaid recipients it could go instead into an
account to purchase catastrophic health care
insurance and a HSA.

Wouldn't this harm people who need the
assistance?

Medicaid for the truly disadvantaged and
disabled should be preserved. There is a
need for a safety net for those unable to
provide for themselves any other way. This
program is designed to ensure the ongoing
sustainability of that safety net by
encouraging those who can make the shift
from public to private insurance to do so.
Unlike the KHPA plan, this is true premium
assistance without the additional increase in
Medicaid caseloads or the additional cost to
the taxpayer.

POINT TWO:
Focus on Costs

Much of the debate in the nation over health
care focuses on the issue of the uninsured.
This is natural as the plight of those without
insurance is tied into the perception that the
health care system is in crisis and only
government insurance can solve the problem.

The State of Hawaii shows the limitations
inherent in a strategy of focusing on the
uninsured rather than on costs. Last year the
state expanded its insurance program for
children (Keiki Care) and provided universal
coverage for all children in the state. The
belief was that those who lacked insurance
coverage (primarily immigrants and the poor)
would benefit from the subsidy while those
who already had private insurance would
continue to pay their own way. But it turned
out that a substantial number of people
already privately insured dropped their
coverage. The administrator of the program
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put it simply when he said, “People who were
already able to afford health care began to
stop paying for it so they could get it for
free.”

The focus in Hawaii, as it has been
elsewhere, has been on the uninsured. But it
turns out that the problem of providing
insurance to those without it is one without a
satisfactory answer. Who are the uninsured?
How would it be best to provide funding for
them, via private insurance or via government
funds?

In state-sponsored measures designed to
provide insurance for citizens in Hawaii and a
few years ago in Massachusetts, the efforts
have all led to increased costs. While
Massachusetts has had some success in
reducing the number of uninsured two years
after the Connector program  was
implemented, health care costs have risen
and this may make affordable insurance
difficult to sustain.?

This is why policymakers should focus on
root causes rather than merely symptoms.
Reducing the costs of insurance and health

care will empower more individuals to
purchase insurance and pay for care
themselves.

POINT THREE:

Reduce Insurance Mandates

Over the past decade, the Center for

Affordable Health Insurance (CAHI) has
studied insurance mandates in the states.
What they found is an increase in the number
of medical procedures politicians have forced
insurance companies to cover. As of 2006,
states had more than 1,800 mandates
covering benefits for insurance and providers.
Kansas had 37 mandates in the 2006 study,
about midway between high-mandate states
such as Minnesota (67) and low-mandate
states such as Idaho (16).
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In the 2008 legislative session advocates of
health insurance benefits for autism and
bariatric surgery (weight-loss surgery) have
made their case to have insurance
companies provide coverage for treatment.
Parents of autistic children have even lobbied
state legislatures to provide coverage for
therapies and treatments unapproved by
federal government regulatory agencies.

One can fully understand the plight of parents
with autistic children seeking answers to the
riddles of autism. But if insurance companies
are forced by political mandates to provide
coverage, the cost of insurance for everyone
else rises as well, thus increasing the
likelihood that fewer Americans will be able to
afford private insurance.

One way this could be changed is to end
guaranteed issue of health insurance.
Guaranteed issue is a policy whereby
regulators require insurance companies to
sell insurance to anyone willing to buy it--
regardless of that person’s health. This forces
low risk purchasers into a pool with high risk
purchasers leading to higher insurance costs
for those who use very little health care and
who are rarely sick. One way around this is to
strengthen existing high risk insurance pools
in the state to provide coverage for those
denied insurance in the private sector.
Legislation sponsored by State
Representative Jeff Colyer (R-Overland Park)
was proposed last year to strengthen the high
risk insurance pool.

POINT FOUR:

Do Not Use Tobacco Taxes to Fund Health
Care Reforms

Increasing the tobacco tax to fund health care
reform is poor public policy and not worth
serious consideration by legislators. The
State of Maryland recently raised their
tobacco tax to fund health care reform and
experienced sharp declines in revenue and
an increase in the state budget deficit as a
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result. The reason has little to do with the
state’s smokers quitting the habit. Rather,
they purchased their cigarettes outside of
Maryland in neighboring Virginia, Delaware or
Pennsylvania.

In Kansas close to two-thirds of the state’s
population lives near the border with Missouri
or Oklahoma or within an easy drive of Indian
reservations—all of which have lower taxes
on tobacco than Kansas already. If the KHPA
succeeds in raising taxes on tobacco
products by 75 cents per pack, the only ones
who would pay the tax are those in central
Kansas who would not be able to drive so
easily to the border and purchase their
product. A tobacco tax to fund health care
would do nothing more than drive up the
state’s budget, promote more spending and
increase deficits. It would also do very little to
decrease the number of smokers or to insure
more Kansans.

POINT FIVE:
Focus on Long-Term Care Reform

The elephant in the room of health care
reform is the issue of Medicaid and long-term
care. Over the past few years the legislature
has not been focused on the issue of long-
term care due to other priorities. The
problems did not go away for lack of
attention. It is time once again to pay
attention to the issue. Kansas actually does
better than most states in its long-term care
(LTC) expenditures under Medicaid. But that
hardly means the state is on sound financial
ground going forward. Facing an aging
population and other budget pressures,
policymakers ought to fully implement the
reforms allowed in the Deficit Reduction Act
(DRA) signed into law by President George
W. Bush in 2006 in an effort to help curb
spending.

The DRA allowed for the tightening of
eligibility requirements for recipients of
Medicaid LTC including a change in the look
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back for assets from three to five years and
exempting home equity to $500,000.> States
have the prerogative to implement tighter
policies. Kansas has not done so. Priority
should be placed on Kansas implementing
tighter eligibility requirements under terms of
the act to prevent the massive increase in
LTC costs projected in coming years.

A continuation of the LTC insurance tax credit
and the better marketing and promotion of
such a credit, given to those who have
purchased LTC insurance, should also be
encouraged.

POINT SIX:
Encourage Price Transparency

One avenue to consumer-driven health care
reform involves the necessity of price
transparency. If consumers are to control
their own health care and make informed
decisions they need to know what health care
costs. Consumers of every product save for
education and health care - two areas where
government regulation befuddle consumers -
know the price of a product they are
consuming.

Health care pricing is a labyrinthine process.
No individual and no doctor truly understand
how prices are determined for basic health
care. In-store clinics which offer basic service
are one way to develop a pricing structure
which is advertised and affordable. But these
clinics, while growing in number, still
compose only a small sliver of the health care
industry. True transparency in pricing -
determining what a procedure costs,
advertising the price, and allowing the market
to work to bring patients and health care
providers together - will require a greater
commitment on the part of consumers,
providers and policymakers whose
regulations cloud the process.

Developing transparency for medical pricing
would go a long way furthering the consumer-
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driven reforms above and providing
consumers the knowledge they need to make
informed health care decisions.

Conclusion

The six proposals above will do much to
improve the quality, efficiency and
transparency of the health care system in
Kansas while also reducing the burden on
taxpayers to pay for substandard care. They
are not offered as a solution to every problem
in the health care system. Rather they are
intended to be guidelines for legislators to
propose and to enact reforms which will
strengthen health care in Kansas, save
money and reduce unnecessary government
involvement.

The market has taken a beating in recent
months and many Americans are convinced
that markets no longer work with efficiency.
Don't be lulled into this trap. When it comes
to health care reform, market-based reforms
remain the most attractive option for
developing health care that is affordable,
sustainable, and consumer-focused.
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Notes:

L «Hawaii Ending Universal Child Health Care After 7 Months,” 17 October 2008. Available at
?ttp://www.foxnews.com (accessed October 19, 2008).

Ibid.
3 “Massachusetts Health Care Reform: Two Years Later,” Kaiser Commission on Medicaid and
the Uninsured, May 2008. Available at www.kff.org.
* “Cigarette Tax Burnout,” Wall Street Journal, 11 August 2008, page 33.
® For a good summary of the DRA and the LTC issue in Kansas, see Stephen A. Moses,
“Plain(s) Talk on Medicaid Long-Term Care in Kansas,” Flint Hills Center for Public Policy, 18
September 2006.

The Flint Hills Center for Public Policy is a Kansas think tank created as an independent voice to
help political decision makers make informed choices. The Flint Hills Center for Public Policy is a
non-profit, nonpartisan policy think tank. While not involved in the implementation or administration
of government policy, our goal is to inform and raise public awareness of policy issues. For more
information, visit our website at www.flinthills.org.
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