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The first session of the Sixty-third General AssembJy in 1969 requested 
that the Legislative Council establish a study committee with a broad mandate 
to review and study the Medicaid program in Iowa. A 12-member Medicald 
Study Committee set up in accordance with that request completed its work 
and submitted its final report on :\ilarch 1. 1970. recommending some signifi­
cant changes in the state's Medicaid law in order to clarify legislative intent. 
give the Commissioner of Social Services somewhat greater administrative 
flexibility within the limits of federal and state legislative guidelines. and 
provide a framework for systematic reports by the Commissioner to the legis­
lature an the existing and prospective status of the !IIfedicaid program. These 
recommendations. which were enacted into Jaw during the 1970 session. ap­
peared as Chapter 1102 of the Acts of the Second Reg:.llar Session. Sixty-third 
General Assembly. and are incorporated into Chapter 249A of the Code of 
Iowa (1971). 

Believing that the existence of the 1969 Medicaid Study Corr:mittee had a 
favorable overall effect on the administration of the program. and that it wouie 
be desirable to have a specific legislative group in continuing contact with the 
Department of Social Se rvices as the changes in the :Vledicald :aw were implemented 
the 1969 Committee also recommended the continuation of a legislative Medicaid 
Study Committee. The Legislative Council acted favorably on ~his recommendation 
authorizing the establishment of a six-member committee to which were ap-
pointed Senators Earl G. Bass. Clifton C. Lamborn, and George E. O';\'1alley. 
and Representatives A. June Franklin. Joan Lipsky, and Clair Strand. Although 
organized as a subcommittee of the standing Social Services Committees, this 
body retained the title Medicaid Study Committee. 

The Committee held its organizational meeting on August 20. at which time 
Representative Lipsky was elected Chairman and Senator Lamborn was elected 
Vice Chairman. Subsequent meetings were held on September 24. OctOber 21. 
and December 15. The topics covered at these meetings are briefly reViewed 
in the following paragraphs. A matter of particular concern to ~he Committee 
has been the cost of prescriptlon drugs under the Iowa :Vledicaid program. and a 
special disc'-lssion of this topic appears subsequently in this re?ort. 
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Review of Committee's Meetings 

The August meeting was devoted largely to a general review of the current 
status of the Medicaid program, and of developments since the last meeting of 
the previous 12-member Committee. Plans were made for the later meetings 
of the 1970 Medicaid Committee, and seve ral specific areas were identified \If I ~h 

respect to which the Committee agreed to seek more information. 

On September 24, representatives of Blue Cross-Blue Shield, as well 
as of the Department of Social Services, met with the Committee for a review 
of the terms of the present contract between the Department and Blue Cross­
Blue Shield as Medicaid fiscal agent. Administrative procedures of both the 
Department and the carrier were discussed. as well as some of the policlCS 
and restrictions under which the program is conducted. 

Commissioner of SOcial Services James Gillman met with the Committee [01' 

a short time on October 21 to discuss possible future development of the Medic,uri 
program. particularly the feasibility of an early restoration of services to the 
categorically related recipient group whose eligibility was cut off in February. 
1969, in the face of a serious deficit in the ;Vledicaid appropriations. Since med­
ical expenses can easily mean the difference between remaining primarily seJJ­
sufficient and going on a categorical welfare program for marginal Income persons 
and families. it is to be hoped that circumstances will permit restoration of at 
least some Medicaid services to this group at an early date. 

The balance of the October 21 meeting was devoted to an examination of th", 
Medicaid utilization review procedures in general, and in particular the peer 
review procedures of several of the participating vendor groups. The previous 
Medicaid Study Committee's suggestion that legislators be involved as observf:rs 
in the peer review process was discussed with the representatives of the vario'js 
professional groups which appeared before the Committee on October 21, and 
views were exchanged as to the possible benefits and difficulties of such a step. 

One of the main purpOses of the Commit tee's December 15 meeting - - and one 
reason it was scheduled so late in the interim - - was to hear a report from Dr. 
Elmer M. Smith, Director of the Bureau of Medical Services, Department of 
Social Services, on the nature and effect of changes in federal law pertaining to 
:\1edicaid and related programs, but no such legislation was passed by the 91s! 
Congress. However, Dr. Smith did present information regarding some changes 
in federal regulations pertaining to the Medicaid program which had been made 
during 1970, and also submitted an analysis of some of the major new proposals III 

the health care field at the federal level and their probable effects on Iowa. Chang(,s 
in the program are antiCipated during the 92nd Congress. 
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Another i~em riisc:;ssec at the Decerr:be:", :5 rr:.eet:r~g ,-x'as ~r.e s'Jbm:'ss~or: c: 
the monthly statistical re!Jorts p!'e!)arec by :he De!)ar!:-n.eT.: of Soc':'a: S~!"v:ce,'5 
On ~he COS!. nUrr".ce:- a.nd category of c:aims suor:1it:e'i. ar.c cer~ain Oth(~,:", :-e­

levant informat:on regarc:ng the 7vledicaid progra;.-:. in :--:-:ici-:fl'j0, the vol ',a":> 
and deta.:l of these reports was increased cons:ce:-ab:y'. a:-:ci a~ abol:!: tht'- .:53.;-;-,' 

time increasing de~ays in the tizne:y prepa!'"a:ion of :r.ls :;.::orma:ion :':)r :L:;~:·.­
bution began to be experienced. Dr. Srr.':'~h ~eported !hat 1:e had been aSSL::"~' ,n" 

~he Department's statistics sta.:: that ef:or~s we,:,e being ~ade to 
oi the :Vledicaid re;Jor~s back en sched'-"e. Commi::ee :-t.e!OC.bers sugges~ec! ........ ',," 

_ •. c •• 

consideration be g~ven to ei..iminating some of the acdi~:"ona: data '..vr.ic:-: :--.ad O~-:::: 

included in the more recent re;Jorts. 

F:.lrther information on the matters briefly discussed ~n :he fo!"'egoing S\..{:'!1-

maries of the Committeers meetings 'Rill be :~ou..'1Ci i.~ ~he !":!i~~~eS of :hese :-:;e'2~­

ings. Copies of the min~tes of the Commi!:ee's r:;eetings a:re availab:e f~or: ... 
J.-Irs. Liz Isaacson of the House of Rep~esenta!ives sta.:-r, ",liho served a.s CQ~-'­
mi t!ee Sec retary. 

Cost of Prescription Drugs 

As noted earlier, the cos: :0 Iowa's :VIedicaid progra:co of ;Jrescri;J::on .:.!rc:ss 
has been a matter of spec::'al concern to the 1970 ~-redica:c Study Com~it!ee. :~e 

Committee:s prececessor had inc:udec in i~s f:nal !"e90~ f:"g-llres showi:'.g ~hc:,: 
prescription cr;..zg costs accOlU1,tec :or ~wenty-two ':'Jercen: of Iowa i't'Iedicaic 
expendl:ures during the pe!':od :'ro~ J'-lly 1 :0 Decer.oter 3\. :969. Add::,ona: 
data pre;:>ar-ed for the 1970 Com':":1ittee oy the LE-gislc.tive Se:--v!ce Burea;1, Or:. ::-.e 
basis oi figures provicec by the Department of Soc':al Sen.::'ces, showec :ha: :::~ 

proportion of prescription drug costs :0 total )..IeC::'caid ex?enditures for :he ~':~~s: 
. ·h of'Q~D ... ·h . ...... . . , 1· ..... . 51X mont;s ....... { was h!gner- ! an dUl"'lng t ... £c prev:ct:.s SIX ::;OJ"ltt1S, ? ........... ougr. :::':8 

fig1lre did dro!, somewhat toward the latter" par: of ~he first ha:f of 1970. 

Follo\-ving a disc'..lssion of prescri?tion dr'.lg cos:s a: .... :! ?ossi"0:c · ... ·lays :0 "t"' ... - ... ~ 

these costs at the :870 }ledicaici St:.lc.y Comr..ittee'5 :-i'!'s: ~~ee:in~, ;"':1:!". R. -~~~ 

:\lahrenholz of ~h€ Burea~ 0: :\Iedica~ ServicE'S s:a:f: ?:!"~p2.r~c a s~a~e:ne~: C~ 
utiiization review of the use of presc:-ipt:on d:,~gs ;'l!"lCe:- ~\Iedicaid. Thi~ 3:d:L':~':',; 

was presen~ed to, and is at~ached :0 the ;nin~:es C!~, :he Se;::er:1cer 2"; ':":":ee::r:~ 

of the ?v!edicaid St~cy Com:nit:ee. ::VII'. ~rar.renho~z ;:>oi::tes cut :ha: C~"'3.:~a::c.r. ,:-:,~ 

drug '.ltil:'zatior. rea:!ly encompasses :1,\,0 b~oac :O?lcs: :·::-s:, gross a::c :::;;.:-:ge·.·:~~.;: 

overuse of d:-ugs which :lear:y a:: au~hcrit:es ag?"Ee :S ;J.?:ce3i :-able > a...'1C .se'-.:'.)t:.--: 
differences of opinion among knowledgeable ?e:'sons as ':0 -:::--.~ desi~aji::::; s:­
effectiveness of a ?ar:i.ct;.lar ther-apeuti.c :n.et~:.oci :r:vc:·.ri!1g '·":'502 o!' d'(''..:.gs. He 2''':',;'.­

marized the ~an~er in which t~e ;"'!edicaid car~ier ;;er:'or:-:-:s prE'-paY'!'r..e~;t (.~::--'..:g 
la'm ~e "e ·h D a' c - o .. ~':::'o : , ~ -..: ..... 0 ... ....: .. "-- .,..~,.....;,...,:e ... ,. .. t·~';i""-":--'" c. l.. ... v!. W .... e ep r~m .... rlt ~ .... c.a ........ e'" ~'~ces '- ... \,.:·...IC~~ • t!' ..... :-- .. 11" :.,.. ...... c.~~v __ 

!"eview. anc the Depart!":':ent's s.~':i~o:,s make ~oth :,"cu:inC' :;"'""":c, on occas:or., ~::2 .. _._ 
dr:Jg audits. P~armacy peer rev:ew is ca!"!'iec ou~ 6y :he ?~blic Ass:star.ce C':>:-!:­
r;.i~~ee of the Iowa ?har::;aceut:cai. Association w~e:1 50eci:'i.: cases a:-e ~e::"'~:::~~c 

!Q it by !I!e Depar:~ent. 

- 3 -



The cost of processing prescription drug claims was also discussed. 
Committee members suggested that consideration be given to programnnng 
on the Medicaid carrier's computer equipment some 3,000 different drug items 
which would be approved for payment undel' Medicaid, and restricting :>1edicaid 
prescriptions to those items, so as to facilitate processmg of the claims. Dr. 
Smith indicated that the average physician prescribes irom a group of only about 
100 different drugs. 

In concluding his statement to the :i\'IediC'aid Study Committee on September 24, 
Mr. Mahrenholz reported that: "In a further effort to cut down drug costs the 
Bureau is planning to curb the use of amphetamine products and prescription 
multiple vitamms. This could potentially save the program ... $200,000 pc:r 
year. These two classes of drugs were chosen because of their low therapeutic 
value in relation to dollars spent and the high level oj abuse noted in these 
classes." 

The COmmittee's October 21 meeting, devoted primarily to discussion of 
peer review procedures with professional group representatives, afforded an 
opportunity to obtain the views oj both the Iowa Pharmaeutical AssociatlOn and 
the Iowa Medical Society as to possible methods of controlling prescription rh'ug 
costs under Medicaid. The Pharmaceutical Association stressed that it stands 
ready to assist in seeing proper measures taken against any pharmacist who is 
engaged in any fraudulent practice under Medicaid (and, without identifving the 
individual involved, cited an instance in which it has done so), but that physicians 
decide what drugs Medicaid recipients should have and write prescriptions ac­
cordingly. The :\1edical Society representatives discussed in general some of thp 
considerations which affect the writing of prescriptions. Both associations' 
representatives expressed skepticism about the desirability of requiring that 
Medicaid prescriptions be written on a generic basis, rather than fol' a particular 
manufacturer's product. where similar medications are available from two or 
more manufacturers. Committee members suggested that this procedure wOIJid 
enable the pharmacist to fill the prescription with the least costly brand of the 
item prescribed, but both the pharmacists and the doctors present on October 21 
indicated that they feel it necessary to rely on the integrity and reputation of 
particular manufacturers. 

At the Committee's final meeting of the 1970 int",rim, Or. Smith reported that 
there had been no action by the Council of Social SE'rvices on the recommendation 
by the Bureau of Medical Services for removal of amphetamines and prescription 
vitamins from the list of drugs fOr which the Medicaid program pays. The Com­
mittee therefore adopted a motion. pursuant to which Chairman Llpsky addrt"ssed 
a letter to :>hss Lois Emanuel. Chairman, and Mr. David J. AlbE'rt, :VII'S. J\kreciltb 
U. Deevers, Mr. David F. McCann, and :VII'. Ferniee W. Robbins, members of 
the Council of Social Services, urging early action on the rE'commended rE'moval of 
amphetamines and prescription vitamins from the list of drugs approved for pur­
chase through the :VIedlcaid program. The letter also urged prompt approval of 
any subsE'quent rE'commendation from the Bureau of :\Iedical Services pursuant to 
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a list oi drugs which the U. S. Food and Drug Admmistration haG then recent:), 
termed "ineffective", As this report is pre~ared :Or submission to the standi~g 
Social Services Committees, no reply has been received from the members of 
the Council of Social Services. However. the U. S. ;Jepartment of Health. 
Education. and Welfare has hal ted Medicaid payment for the drugs which ha"e 
been termed Ineifective by the Food and Drug Administ ration. 

Sum!"!1ary 

The mandate oi the 1970 Medicaid Study Committee, functioning as a sub­
committee of the stand'ng Socia! Services Committees, was much less broad 
than that of the 1969 Committee which reported to :he Legislative Council. The 
1970 Committee has not recommended, and does not at this time consider neces­
sary. further major changes in Iowa's :Vledicaid law. The 1970 Committee has 
viewed its role as primarily that of maintaining contin;.;ing legislative liaison 
with the Department of Social Services with respect to ~he Medicaid program, 
and general oversight of the implementation oi the program ·.mcer the law as 
revised in accordance with the 1969 Committee's recornmendations. 

It is to be noted that the first oi the semi-annual reports from the CommissIoner 
oi Social Services On his eval'-1ation of the current :vredicaic program, required hy 
secllon 249A. 4, subsection I, of the 1971 COde, is now due. The Committee 
urges that the standing Social Services Committees anc the Social Services Sub­
committees of the Appropriations Corr,mittees give the CommiSSIOner's report 
careful consideration. 

Fmallv, the members oi the 1970 ;Vledicaid Study Committee recommend to 
the standing Social Services Co'mmittees the continua.tion of a special jOint sub­
committee on the Medicaid program, with authOrity to meet periodica:::r durir.g 
the comlng legIslative interim. It is belie'led :hat the experiences of :he 1969 
and 1970 :Vledicaid Study Committees have clear~:; demonstrated the vabe of 
ongOing legislative liaison and oversight of this lm?Ortant program. 
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