
Introduction 
 
Over the last four years, the Flint Hills Center 
for Public Policy has been building a body of 
Kansas specific literature to enable the reform 
of health care in Kansas.  Last spring we 
released the first edition of the digest which 
focused mainly on Medicaid reform.  This 
edition has been expanded to include 
information on the uninsured in Kansas.  We 
look at both what Kansas and what other 
states are doing and identified the key 
challenges in our health care system. 
 
Over 300 pages of policy studies have been 
condensed and this digest provides a 
summary of some of our key studies while 
highlighting the problems and solutions for 
policymakers and the public. 
 
The papers in their entirety, along with 
many other studies on health care, are 
available in the Flint Hills Health Care 
Handbook which is available online at 
http://www.flinthills.org/content/view/38/0/ . 
 
We hope that this digest and the policy 
papers contribute sound policy solutions to 
the health care reform debate. 
 
Gregory L. Schneider 
Senior Fellow 
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A History of Consumer-Driven Health Care 
Reform in Kansas 
 
Matthew Hisrich 
 
Published: October 30, 2007 
 
Summary 
 
Since 2003 the Kansas legislature has explored 
various policies and options to reform Medicaid 
and health care in general in the state. The 
legislature has consistently focused many of its 
proposals on empowering individuals and 
energizing the private health care market in 
Kansas. Such proposals culminated with the 
passage of Senate Bill 11 in the 2007 session 
which mandated the Kansas Health Policy 
Authority to study reform options and report 
back to the legislature. The health care moment 
has arrived as the 2008 session promises to 
deliver on a number of reform proposals. 
 
Key Points 
 

·  The Senate President’s Task Force in 
2003 proposed tax incentives and 
education  about Long-Term Care in 
Kansas, recommending the public 
system for the truly needy and an 
expansion of incentives, including tax 
deductions for LTC insurance (passed in 
2004). 

 
·  There was a Creation of Health Savings 

Accounts in Kansas as well as HSAs 
being offered to state employees 
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through the State Employee Health 
Care Plan. 

 
·  The Kansas Health Policy Authority was 

created in 2005 and is an agency of the 
state government given the task of 
exploring health reform options and 
proposing those reforms to the 
legislature and governor. 

 
·  Senate Bill 11, passed in 2007, enjoined 

the KHPA to explore health care 
reforms, including a study of a 
Massachusetts-styled Connector. The 
KHPA reported its 22 health reform 
proposals to the governor in November. 

 
·  Legislative Academies on the Insured 

and Uninsured in Kansas were held in 
summer 2007, sponsored by Flint Hills 
Center and Speaker Melvin Neufeld, 
focused attention on the consumer-
driven reforms and how they would 
contribute to the debate over health care 
reform. 

Conclusion 
 
The history of legislative interest and action 
regarding consumer-driven health care reforms 
in Kansas has been impressive. There is still 
work to be done, but this paper gives a taste of 
what already has been accomplished in this 
area and serves as a reminder of the legacy of 
reforms already established in the state.  
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SCHIP in Kansas: Time for a New Approach? 
 
Bryan Riley and Gregory L. Schneider 
 
Published: October 16, 2007 
 
Summary 
 
The State Children’s Health Insurance Program 
(SCHIP) gained national attention in the fall of 
2007 owing to President George W. Bush’s veto 
of a significant expansion of the program.  
SCHIP began in 1997 to insure children whose 
parents make too much to qualify for Medicaid 
but too little to afford private insurance.  The 
Kansas program is known as HealthWave and 
insures children below 200 percent of the 
federal poverty line (about $42,000 in annual 
income).  In 2007, enrollment in HealthWave 
stood around 38,000 children with beneficiaries 
receiving $1,970 from Kansas taxpayers. 
 
Key Points 
 

·  Rather than expand HealthWave 
children should be moved from 
government-funded insurance to the 
private insurance market through grants 
to parents. 

 
·  The state could grant recipients of 

HealthWave $1,500 to purchase a 
catastrophic insurance policy for 
children. 
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·  Parents would be responsible for 

medical expenses up to $1,000; the 
state would be responsible for the next 
$4,000 in expenses and the insurance 
company would be responsible for 
catastrophic amounts above the $5,000 
deductible. 

 
·  Benefits of this plan include a 

substantial savings to the state of $16.5 
million over current HealthWave 
spending. 

 
·  Benefits include moving individuals from 

government-funded insurance to private 
insurance.  Through the use of Health 
Savings Accounts, families could build 
investments and use their health care 
dollars for their own coverage. 

 
Conclusion 
 
Kansas has the ability to reshape the way health 
care is funded for children with this proposal.  It 
will allow families currently receiving 
government-funded insurance to select choices 
in the private market which best fits their needs.  
It will allow the state to save a substantial sum 
of money which it could use for other pressing 
needs or return to the taxpayers.  It would 
energize the private insurance market and 
prevent the crowding-out of private insurance 
when government-funded programs are 
expanded. 
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Avoiding Reform Pitfalls: An RX for Healthy 
Health Care  
 
Sarah McIntosh 
 
Published: September 4, 2007 
 
Summary 
 
As Kansas considers health care reform options 
lawmakers should look at what other states 
have done in order to determine which policies 
have had the best results.  Kansans should be 
aware of the true costs of health care reform 
and lawmakers should not act too hastily lest a 
good intention could spawn a bad policy. 
 
Key Points 
 

·  Kansas’ uninsured health care rate is 
just over 10%, much less than many 
other states. 

 
·  Kansas should be wary of modeling the 

Massachusetts-style connector plan 
which is failing to produce the intended 
results in Massachusetts. 

 
·  Lawmakers should not implement 

reforms that include individual 
mandates, employer mandates, 
community rating, and increased benefit 
mandates. 

 
·  Kansas should consider implementing a 

defined contribution plan like Florida 
and South Carolina have done. 
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·  Lawmakers should consider consumer-
driven reform options. 

 
Conclusion 
 
Health insurance reform should incorporate the 
principles of responsibility and choice.  Health 
care should not be one-size-fits-all.  Before 
acting, lawmakers should examine the real 
implications of reform and avoid enacting 
policies which will deny Kansans choice and 
control over their health care decisions.   
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Dealing with Kansas’ Uninsured 
 
Michael Bond 
 
Published: March 20, 2007 
 
Summary 
 
Nationally around 46 million people lack health 
insurance coverage.  Around 10 percent of the 
population in Kansas lacks health insurance, a 
majority of who are adults.  There are a variety 
of reasons why people are uninsured as well as 
a variety of approaches towards solving the 
uninsured problem.  Many of these approaches, 
however, exacerbate the problem.  There is a 
comprehensive solution that will reduce the 
number of uninsured in Kansas. 
 
Key Points 
 

·  Kansas could create a Small Group and 
Individual Health Insurance Exchange 
(SGIX). 

 
·  SGIX reduces loading costs by putting 

all potential small group buyers in one 
mart. 

 
·  A critical part of the SGIX is that there 

be no guaranteed issue for potential 
enrollees. 

 
·  The SGIX would not allow carriers to set 

premiums on a community basis. 
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·  The SGIX should not have the power to 

set plan costs initially or over time. 
 
·  The SGIX increases individual choices 

while creating incentives for plan 
innovation. 

 
·  The SGIX could help health plans braid 

services for enrollees. 
 
·  The SGIX would allow for portability. 

 
·  The SGIX would operate a high risk 

pool to deal with the small number of 
uninsurables.  

 
·  State mandates on SGIX plans should 

be eliminated.  
 

Conclusion 
 
Creating a real marketplace in health care will 
put Kansas on the path to solving the uninsured 
problem.   An SGIX will give individuals and 
small groups greater choice, increased quality, 
and portability in their health care.   
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The Uninsured in Kansas – A Closer Look 
 
Matthew Hisrich 
 
Published: July 2005 
 
Summary 
 
The unfortunate reality is that Kansas 
policymakers present a public image of 
compassion through state-run programs funded 
at the expense of Kansas taxpayers while 
undermining the access to coverage through 
existing policies. Fortunately, while the number 
of uninsured is on the rise in Kansas, it is still 
very much an issue that can be effectively 
addressed.   
 
Key Points 
 
·  The rate of uninsured in Kansas is below the 

national average, and among its neighbors 
only Nebraska has a lower rate of 
uninsured. 

 
·  At least 44 percent of the uninsured are 

uninsured by choice. Most of the uninsured 
children in Kansas – 71 percent – are 
currently eligible for public assistance. 

 
·  In the last decade the greatest increase in 

the uninsured took place among the 
wealthiest Americans, while the least 
wealthy actually experienced a decline. 

 
·  A large portion of the uninsured includes 

young people who may have the resources 
to afford coverage if they so chose.   
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·  Just under 75 percent of periods without 
insurance last for less than one year.   

 
·  The number of uninsured in Kansas varies 

widely at the county level, making one-size-
fits-all solutions inadequate.  

 
·  Medicaid coverage crowds out private 

sector coverage. Between 50 and 70 
percent of new Medicaid spending in the 
early 1990s was offset by a reduction in 
employer coverage.   

 
·  One out of four Americans who are 

uninsured lack coverage due to the cost 
associated with state mandates.  
 

 
Conclusion 
 
What Kansas needs is sound health care 
policy. Policymakers can take three simple 
steps to reduce the growth of the uninsured 
in Kansas. These include promoting the use 
of low-cost options such as Health Savings 
Accounts, offering tax credits to individuals 
and families in need of coverage, and 
allowing Kansans the ability to purchase 
policies free from state mandates. 
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Seeing through the Cost of Health Care: 
Consumer-Driven Price Transparency in 
Kansas 
 
Mary Katherine Stout and Matthew Hisrich 
 
Published: July 2006 
 
Summary 
 
The idea of “consumerism” in health care rests 
on individuals having access to information on 
pricing and value to make their decisions.  
Government regulations have distorted prices 
making pricing more complex and less 
transparent than it would be if left to the market.  
The ultimate goal of consumer-driven health 
care is empowering consumers and health care 
pricing information is critical for moving towards 
consumerism.   
 
Key Points 
 
·  In the current health care system patients 

have very little incentive or opportunity to 
shop for health care based on price and 
quality. 

 
·  Prices are not transparent today because 

(1) the existing health care market has 
shielded patients from paying for their health 
care; and (2) existing government 
regulations have distorted prices and have 
made pricing more complex and less 
transparent than if left to the market. 

 
·  In order for consumers to effectively make 

decision about their health care, the pricing 
information must be available. 
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·  With the growth of HSAs consumer demand 

for pricing information with likely increase in 
the future. 

 
·  Health Savings Accounts (HSAs) put the 

decision-making power into the hands of the 
individual consumer-patient. 

 
·  In the push towards consumer-driven health 

care policymakers should not try to force 
transparency, thereby losing sight of the 
ultimate goal of empowering consumers. 

 
·  When government has tried to control costs 

through the “command and control” method 
it has distorted prices and the amount of 
services has been altered to reflect 
government incentives rather than patients’ 
needs. 
 

Conclusion 
 
Individuals must have a stake in choosing the 
health care with the best price and value for 
consumer-based health care to work.  The best 
way to foster consumer empowerment and 
achieve true price transparency is through the 
market process of providers responding to 
consumer demand. 
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Medicaid Reforms in Other States and the 
Path to Reform in Kansas 
 
Gregory L. Schneider 
 
Published: January 23, 2007 
 
Summary 
 
States have begun to experiment with reforms of 
their health care systems. Massachusetts 
passed a plan to mandate individual health 
insurance by summer 2007. Governor Arnold 
Schwarzenegger recently recommended similar 
policies designed to provide insurance to 
citizens in California. There is only one true 
model for viable health care reform, however, 
and that is the model of consumer-driven health 
care.  
 
Key Points 
 

·  There are two models of health care 
reform: state mandates vs. market 
incentives. 

 
·  Mandated health insurance and 

government models have contributed to 
current health care problems. 

 
·  Kansas should seek to apply market 

incentives and develop an open health 
mart for Medicaid recipients. 

 
·  Health Savings Accounts and providers of 

Qualified High-Deductible Health plans in 
Kansas should be expanded. 
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Conclusion 
 
Market-based incentives for health care reform 
are the only path to saving the health care 
system in the state and freeing people on 
Medicaid from dependency on these expensive 
programs. Through the use of incentives, more 
individuals can control their own health care 
spending and Medicaid can be returned to a 
program which serves the truly needy and 
disadvantaged. 
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Medicaid Reform: The Time Is Now 
 
Gregory L. Schneider 
 
Published: November 9, 2006 
 
Summary 
 
Medicaid costs continue to rise in Kansas, 
accounting for about $200 million per year of the 
state’s All Funds Budget from 2004-2006. 
Benefits continue to expand and thousands of 
new beneficiaries enter the Medicaid program 
each year. Two areas of Medicaid spending—
acute care and long-term care—are ripe for 
reform. Despite higher levels of spending on 
both acute and long-term care in 2006, pressure 
continues to exist to expand acute Medicaid 
programs like Health Wave and the state 
employee benefit, Healthy Kids for Kansas 
children. 
 
Key Points 
 

·  Kansas is hardly stingy when it comes to 
Medicaid benefits. 

 
·  Costs of Medicaid, if they continue to grow, 

will threaten the fiscal health of the state. 
 

·  A key area of concern is expansion of 
Health Wave. 

 
·  Medicaid health credits should be used to 

encourage proper and responsible use of 
medical services. 
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·  Health credits can be the basis for a Health 

Savings Account which Medicaid recipients 
can take with them when they leave the 
system. 

 
·  Crisis in long-term care is around the 

corner as Medicaid pays for the majority of 
nursing home care in the nation (less in 
Kansas). 

 
·   Reverse mortgages should be used to pay 

for long term care. 
 
Conclusion 
 
Growing Medicaid costs continue to threaten the 
fiscal health of the state of Kansas and will 
contribute to either tax increases or cuts in other 
government programs to pay for increased 
health care expenditures. It is time to reform 
Medicaid along the lines of market-driven 
consumer-oriented reforms before fiscal crisis 
overwhelms the ability of legislators, 
businesses, and consumers to deal with it. 
 
 



17 

What’s Wrong With Medicaid in Kansas? 
 
Michael Bond 
 
Published: December 18, 2005 
 
Summary 
 
Medicaid has distorted pricing and payment 
information since its creation in 1965 and that 
structure is having an impact on health care in 
Kansas. 
 
Key Points 
 

·  Key design flaws in Medicaid program 
include: who qualifies for benefits, how 
benefits are provided, and how 
reimbursement to physicians works. 

 
·  Medicaid is inefficient because it relies on 

administered prices which fail to fully 
capture all of the information contained in 
prices within a decentralized marketplace. 

 
·  Medicaid markets must be opened by 

creating insurance exchanges where 
individuals can choose health care 
according to their own needs. 

 
·  States like Florida and South Carolina 

have received waivers to experiment with 
just these reforms—Kansas must do the 
same. 
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Conclusion 
 
Kansas needs significant reform of Medicaid.  
Without reforms, state Medicaid recipients face 
cuts in benefits and state taxpayers face the 
dilemma of higher taxes, or cuts in other 
government services, to pay for the increased 
burden. The price distortions and inefficient 
delivery and pricing of Medicaid services make 
the goal of serious reform a high priority. 
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Reforming Medicaid in Kansas: A Market-
Based Approach 
 
Michael Bond 
 
Published: February 2, 2006 
 
Summary 
 
Medicaid suffers from unsustainable budget 
growth which threatens to make state budgets 
fiscally insolvent. Medicaid recipients do not 
benefit from a program which delivers poor 
quality health care and services. Taxpayers do 
not benefit from the high costs associated with 
the program. 
 
Key Points 
 
·  Create a health mart, an insurance and 

provider exchange, where providers offer 
prepaid services to beneficiaries. 

 
·  Establish credits for beneficiaries to 

purchase care they need from competing 
providers. 

 
·  Offer Reverse Health Savings Accounts to 

pay beneficiaries for engaging in behavior 
that leads to better health outcomes (i.e. 
paying recipients into a HSA account if 
they go to a doctor’s office rather than an 
emergency room). 

 
·  Eliminate anti-market schemes such as 

Certificate of Need Laws and mandates. 
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Conclusion 
 
When markets exist in health care, prices go 
down and consumer satisfaction increases. 
Cosmetic services, not covered by most 
insurance plans, have increased during the 
past decade as better medical procedures and 
innovations in surgery and increased comfort 
have produced better results. Yet, unlike 
medical inflation in general which has risen 
drastically over the course of the past decade, 
cosmetic surgery costs have decreased. Why? 
A market prevails in which the consumer pays, 
thus making it open to pricing mechanisms not 
distorted by government involvement and by 
third-party payers.  The same can be done for 
Medicaid. 
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First Things First: Kansas Medicaid Program 
Must Get Its House in Order Before 
Expanding Home-Based Care 
 
Matthew Hisrich 
 
Published: August 2004 
 
Summary 
 
Activists in Kansas have issued reports and 
launched public relations campaigns demanding 
better access to federal and state funds for 
home-care rather than nursing home care. Such 
proposals could saddle the state budget with 
vast new expenses just as legislators are 
working to maintain control over current 
obligations. 
  
Key Points 
 
·  Without reform, the Medicaid program in 

Kansas faces incredible financial strain.  
Making the program more attractive at this 
stage is fiscally irresponsible. 

 
·  Kansas has a higher than average elderly 

population to care for and already has a 
higher than average increase in monthly 
Medicaid enrollment as well as a higher than 
average percentage growth in Medicaid 
spending per enrollee. 

 
·  The over-65 population is expected to grow 

by over 46 percent between 2000 and 2025, 
at which point it will comprise nearly 20 
percent of the state’s population. 
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·  From 1992 to 2002, the state’s debt grew at 
a pace faster than any other, flying from 50th 
to 17th highest in the nation. Of the state’s 
spending, Medicaid is the fastest growing 
area. 

 
·  While some savings is associated with 

home-based care, states often fail to realize 
the costs associated with monitoring quality. 

 
·  The Congressional Budget Office reports 

that “The woodwork effect …increases 
Medicaid’s costs for providing long-term 
care, even though home and community-
based services cost less per patient than 
institutional care does.”  

 
Conclusion 
 
While home-and community-based care 
certainly has benefits worth further exploration, 
at this point it simply cannot be the priority of 
legislators.  It is, in fact, a distraction from the 
real work of restoring Medicaid to a financially 
stable program for the truly needy. In the 
meantime, there are routes toward greater 
choice in care for the elderly in Kansas. These 
include better use of 1) Existing Home- and 
Community-Based Care Programs, 2) Health 
Savings Accounts (HSAs), 3) Long-Term Care 
Insurance, and 4) Reverse mortgages. 
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Plain(s) Talk on Medicaid Long Term Car in 
Kansas: A Case Study of Medicaid and LTC 
Financing in Kansas 
 
Stephen A. Moses 
 
Published: September 18, 2006 
 
Summary 
 
Since 1965 Medicaid has paid for the vast 
majority of long-term care (LTC) in the United 
States without requiring significant spend-down 
of personal assets. The public has become 
anaesthetized to the risk of long-term care and 
has not been responsible for providing for their 
long-term care. In 2006, President George W. 
Bush signed the Deficit Reduction Act (DRA) 
which included provisions designed to tighten 
eligibility requirements, including extending the 
look-back period from three-to-five years and 
exempting home equity to $500,000. States 
are responsible for administering these 
guidelines and may petition for even tighter 
eligibility requirements with waivers from the 
Center for Medicaid Services (CMS). 
 
Key Points 
 
·  Kansas eligibility requirements for 

Medicaid LTC are too flexible and elastic. 
 
·  Medicaid’s LTC places a heavy strain on 

state finances and poses a fiscal challenge 
for the future. 

 
·  Home equity conversion through reverse 

mortgages is one way to fund LTC for 
seniors. 
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·  Long-term care insurance is another way 
to provide the market energy needed in the 
LTC industry—LTC insurance penetration 
in Kansas is higher than many states, but 
too few people know about it and purchase 
insurance. 

 
·  The State of Kansas has provided tax 

incentives for purchasing LTC insurance—
these need to be strengthened, extended, 
and better marketed so tax advantages are 
known by consumers. 

 
·  Kansas should implement, enforce, and 

publicize new DRA rules and guidelines 
and petition CMS for waivers to go beyond 
guidelines in DRA. 

 
·  Kansas should strengthen the estate 

recovery program in the Kansas Health 
Policy Authority so more liens and estate 
money can be retrieved. 

 
Conclusion 
 

Kansas has limited dollars available for public 
assistance. The state’s first responsibility is to 
take care of the truly needy and disadvantaged. 
All others, including the middle class and well-
to-do, should be encouraged to purchase private 
LTC insurance or use other market incentives 
such as reverse mortgages. Medicaid was not 
meant to be inheritance insurance; it was meant 
as a program to help the truly disadvantaged. 
Kansas needs to return it to that original intent. 
The results will be revitalized nursing home 
care, improved care for seniors, and scarce 
state resources saved for other pressing needs. 
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Kansas Estate Recovery Primer 
 
Roger A. Van Etten and Brian M. Vazquez 
 
Published: September 2005 
 
Summary 
 
“Estate recovery” is the currently used term for 
the recovery of properly paid Medicaid 
payments from the estate and property of a 
Medicaid recipient.  In Kansas, the Estate 
Recovery Unit (ERU) administers the provisions 
of this law.  This procedure is a necessary tool 
in limiting the expense of Medicaid to the State 
of Kansas and the Federal Government and 
ensuring financial responsibility among 
beneficiaries. 
 
Key Points 
 
·  Estate recovery has its roots in Social 

Security, Medicaid, and Medicare.  Section 
1917 of the Social Security Act is the 
controlling section for estate recovery. 

 
·  In 1993 Congress made estate recovery 

mandatory for states participating in 
Medicaid. 

 
·  When an individual applies for medical 

assistance through Medicaid that individual 
is consenting to a claim for medical 
assistance used against the decedent’s 
property.  This effectively means that the 
state can put a lien on the recipient’s 
property. 
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·  Between FY1996 and FY2002, ERU 

collected $3,640,393 from 1,580 family 
agreements and collected $11,118,479 from 
2,026 probate actions. 

 
·  In 2003 Congress allowed states to adopt 

an expansion of the definition of a 
decedent’s estate.  Under Kansas law a 
medical assistance estate is defined as 
including “all real and personal property and 
other assets in which the deceased 
individual had any legal title or interest 
immediately before or at the time of death to 
the extent of that interest or title.”   

 
·  Claims under this definition are still subject 

to statutory restrictions on probate 
recoveries.  The state can only recover after 
the death of a surviving spouse and only 
when there are no surviving, minor, blind or 
disabled children. 
 

Conclusion 
 
The law concerning estate recovery is 
complicated and the Kansas statutes must be 
read in conjunction with the federal statutory 
provisions.  The potential recovery from medical 
assistance liens is significant and not yet fully 
realized.  Kansas has not yet developed case 
law on the medical assistance lien, but as the 
law is interpreted by the courts, the legislature 
and citizens need to be aware of the 
implications of the law and the state must seek 
to use this tool as effectively and efficiently as 
possible for recouping payment of Medicaid 
funds. 
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serves as an independent source of information 
regarding public policy.  The Flint Hills Center 
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