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February 7, 2005

	The Honorable Charles Grassley
United States Senate
Washington, D.C 20510
	The Honorable Tom Harkin
United States Senate
Washington, D.C. 20510

	The Honorable Jim Leach
U.S. House of Representatives
Washington, D.C. 20515 
	The Honorable Jim Nussle
U.S. House of Representatives
Washington, D.C. 20515

	The Honorable Tom Latham
U.S. House of Representatives
Washington, D.C. 20515
	The Honorable Leonard Boswell
U.S. House of Representatives
Washington, D.C. 20515

	The Honorable Steve King
U.S. House of Representatives
Washington, D.C. 20515
	


Dear Members of the Iowa delegation:

Reforming the Medicaid system is not only a top priority for me, but it is also the nation’s Governors highest priority.  I know that reforms can result in not only a program that services its constituents better (both beneficiaries, as well as providers), but also is more efficient for both the federal and state governments. Reform, however, must not be part of a 2006 fiscal year budget reduction and reconciliation process. If cuts, caps or other savings are implemented through this budget process, it will likely shift additional costs to Iowans.  

Medicaid expenditures now exceed that of Medicare, primarily due to two major factors that are largely beyond the control of the states. Enrollment in Medicaid is up an average of 35 percent nationwide. Enrollment in Iowa is up from 216,957 in December 2000 to 297,313 in December 2004, a 37 percent increase which exceeds the national average. 

Second, and far more costly to states, are the impacts of long-term care and of the dual eligible population. Medicaid currently accounts for 45.2 percent of all long-term care dollars in Iowa, which is less than the national average of 50 percent.  But in Iowa Medicaid only finances 51 percent of the people in nursing homes, while the national average is 70 percent.  

Furthermore, 42 percent of all Medicaid expenditures are spent on Medicare beneficiaries, despite the fact that they comprise a small percentage of the Medicaid caseload and are already fully insured by the Medicare program. Benefits for the dual eligible population should be financed by Medicare rather than burdening the Medicaid programs. 

I am committed to administering the Iowa Medicaid program in a very cost-effective way, and as a financial partner in the program, Iowa has a tremendous incentive to continue doing so. This is reflected in the fact that the annual growth in Medicaid per capita spending has not exceeded approximately 4.5 percent per year nationally. In Iowa, our increase in Medicaid per capita spending has been 1.2 percent averaged over the last three years, which is substantially below the growth rate of private health insurance premiums, which have increased by 12.5 percent per year over the same time period. Because of these dramatic increases in enrollment, total Medicaid costs have grown at a rate of 9.2 percent in Iowa. This is still significantly less the rate of growth nationally of 12 percent per year. 

Maintaining the status quo in Medicaid is neither sustainable nor acceptable. However, it is equally unacceptable in any deficit reduction strategy to simply shift federal costs to the states, as Medicaid continues to impose severe strains on our budgets. A recent survey of states shows that Medicaid now averages 22 percent of state budgets, and in Iowa it is 16 percent. This commitment has caused a strain on funding for other crucial state responsibilities and is ultimately pitting grandparents against grandchildren. These funding challenges will become more acute as states absorb new costs to help implement the Medicare Modernization Act for the millions of dual eligible beneficiaries.

I look forward to working with you on Medicaid reform.

Sincerely,

Thomas J. Vilsack
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