
Medicaid Modernization 
 

 
In January, Governor Branstad proposed a “Medicaid Modernization”, also 
known as “managed care”, plan to have private companies bid to manage 
portions of the Medicaid program.  This includes the Iowa Medicaid 
program, the Iowa Health and Wellness Plan and Healthy and Healthy and 
Well Kids in Iowa (HAWK-I) programs.  Eligibility and covered services will 
not change for members.  The Department of Human Services released a 
formal request to begin this process in March.  According to this proposal, 
between two and four managed care companies will get contracts to oversee 
Medicaid patients’ care. These companies must have a demonstrated 
capacity to coordinate care and provide quality outcomes for these 
populations. 
 
The purpose of this “Medicaid Modernization” is to improve coordination, 
quality of care, and access to care for Medicaid patients while promoting 
accountability for health outcomes. Another purpose is to create more 
predictability and sustainability in the Medicaid budget for Iowa taxpayers. 
 
This is not the first time that Iowa Medicaid has utilized managed care 
companies to coordinate care for a portion of the Medicaid program.  Iowa 
has used such companies to oversee parts of its Medicaid program, 
including care for people with serious mental illnesses and people with 
behavioral health issues. This is now spreading the managed care model to 
other parts of the Medicaid system. 
 
For example, in the current system, there is no financial incentive to 
prevent institutionalization.  The new system with unite health care 
delivery under one system.  The state will work with the federal government 
to obtain the authority to implement this new system.   
 
Thirty-nine states and Washington, D.C. use managed care. They have seen 
that it helps make sure members get effective health care with better 
outcomes.  At the national level, about 70 percent of people that receive 
Medicaid are under a managed care plan. 
 
The Iowa Medicaid program has grown over 70 percent since 2003.  This is 
unsustainable for the state of Iowa. The transition is projected to save Iowa 
taxpayers $51 million in the first six months of the program.  The Iowa 



Medicaid program has 564,000 members and spends $4 billion of state and 
federal taxpayer money annually. 
 
In 1965, Congress created two health care programs for different groups of 
Americans.  Medicare was created to provide a standard health plan for 
Americans over the age of 65.  It is run by the federal government - states 
have no role in its administration.  
 
Congress also created the Medicaid program which is entirely different. 
This program provides health care services to those disabled Iowans with 
lower incomes.  Health services are provided to lower-income seniors, low 
income children and pregnant women, and those physically and 
intellectually disabled Iowans.    
 
Fifty two percent of the beds in our nursing facilities are occupied by those 
on Medicaid.  The state provides $20 million to $25 million dollars 
monthly to provide for their care.  Medicaid is also different from Medicare 
in the fact that the funding of the program comes from both the state and 
federal governments.  States pay up to fifty percent of the costs, based on a 
very complicated formula that differs from year to year and depends on 
how well each state’s economy does.  
 
Sixteen years ago, in 1999, there were just under 200,000 Iowans enrolled 
in Medicaid. The budget spent $445.2 million on Medicaid, about 9% of the 
entire state budget that year. 
 
Medicaid’s role in Iowa’s health care has grown significantly since then. 
Through this February, the number of people on Medicaid has doubled, 
rising to almost 404,000 Iowans.  This does not include the 57,000 kids 
currently covered by HAWK-I nor the 124,000 enrolled in the Iowa Health 
& Wellness program.  Currently, Medicaid consumes double the amount of 
the budget than it did 16 years ago, at 18%.  
 
Last December, the non-partisan Legislative Services Agency reported that 
state revenue had annually grown by 4.1 percent.  State spending on our 
schools has risen by 4.2 percent.  Spending on the rest of state government, 
besides Medicaid, had grown by 1.9 percent.  Medicaid’s annual growth 
over this time period is 11.7 percent.   
 



Medicaid’s rate of growth is important to note, because the program plays a 
bigger role in the state budget each year.  The Legislative Services Agency 
has reported that, if no changes were made to the program this year, the 
state would need an additional $206 million to maintain the program at its 
current levels.  The Revenue Estimating Conference determined that the 
state’s new ongoing funding next year will only be $181 million more than 
what we are spending this year. 
 
Further, Medicaid total expenditures are projected to grow by 24 percent in 
the next three years.  Medicaid is growing at about three times the rate of 
the rest of state government.   
 
In addition the better your state’s economy does the less money the federal 
government gives the state for Medicaid and the more money the state 
must come up with on its own to fund this program. This has been the case 
the last couple years for Iowa.  
 
So the bottom line is we have to look for ways to slow down the growth in 
Medicaid costs.  
 
Medicaid has a real impact on what can be spent in other parts of Iowa’s 
budget. You might ask where any potential savings from managed care for 
Medicaid would go.  There is a simple answer - schools.  As I mentioned 
earlier, if there were no changes made to Medicaid this year, all of the 
additional revenue would be consumed by Medicaid. There would be no 
money available for anything else in state government, including aid to our 
schools.  
 
Iowans want to keep the education of our children as this state’s top 
priority.  In order for that to be more than words, we have to work together 
to control the growth in Medicaid.  We will not be the first state to use 
managed care to slow down Medicaid growth.  It is a reform that we must 
be willing to try, if we are to keep schools the top priority of our budget. 
 
 
Feel free to contact me with ideas, thoughts, and concerns. My phone is 
319-987-3021 or you can email me at sandy.salmon@legis.iowa.gov . I want 
to hear what you are thinking and will listen to your input. Together we will 
work to make a difference for the future of Iowa. Thank you very much for 
the honor of representing you!  



 
Sincerely,  
 
Sandy 
 


