COMMON

!IISENSE

INSTITUTE
‘/

AUGUST 2024

IOWA'S HEALTHCARE
LANDSCAPE

AUTHOR: CHELSEA LENSING, PHD

COAUTHORS: BEN MURREY, TOBY LEE, & ANDRZE] WIECIORKOWSK|


https://CommonSenseInstituteor.org
https://commonsenseinstituteco.org/

ABOUT THE AUTHOR

Dr. Chelsea Lensing
Health & Wellness Fellow

Dr. Chelsea Lensing is CSI's Health & Wellness Fellow and

an assistant professor at the Stead Department of Business
Administration and Economics at Coe College where she
teaches Principles of Microeconomics, Health Economics,
Intermediate Economics, International Economics, and
Econometrics II. She previously instructed at the University of
lowa in Principles of Microeconomics and Business Statistics.
Her research focuses on health, labor, and public economics
with an emphasis on understanding the relationship between
nutrition, obesity, and healthcare costs. Her academic work
explores how health behaviors and nutrition decisions
intersect, manifesting in externalities that reverberate

within our healthcare system. Dr. Lensing earned a B.A. in
Mathematics at Coe College and a Ph.D. in Economics at

the University of lowa.

3dVOSANV1 IYVIOHLIVIH S VMOI // ¥20C LSNDNV

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG


https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org

COAUTHORS

\ -

Ben Murrey is Director of Policy and Research with the Common Sense Institute
(CSI) lowa where he leads research efforts to provide insightful, accurate and
actionable information about the impact of public policy on lowa families,
businesses, and communities.

With over a decade of experience researching and advising lawmakers on tax and
economic policy, Ben has contributed to key legislative and ballot issues at the state
and federal level, including the 2017 Tax Cuts and Jobs Act and landmark state tax
reforms. In addition to publishing regular research reports for CSI, Ben has been
published in state and national outlets including the Wall Street Journal, Real Clear
Policy, the Corridor Business Journal, the Colorado Springs Gazette, and others. Prior
to joining CSI, Ben worked for a state-based think tank in Colorado and as a U.S.
Senate aide for tax, budget, and economic policy.

Toby Lee is a recent graduate of Colorado Christian University (CSU) and a 2024
CSI Daniels Scholar Junior Fellow. He double majored in Global Studies and Biblical
Studies with a minor in the Augustine Honors Program. A native of Simla, Colorado,
Toby brings his rural small-town experience and perspective to his work at CSI.

The Daniels Scholar Junior Fellowship is a competitive educational and leadership
fellowship awarded annually to four current Daniels Scholar upperclassman or
recent Daniels Scholar graduates. Fellows spend the summer or semester working
alongside a CSl fellow in developing original research.

Andrzej Wieciorkowski is a Research Analyst with Common Sense Institute lowa.
Before joining CSI, Andrzej attended the College of the Holy Cross where he
majored in Political Science and Economics. Andrzej also worked as an intern for
the Heritage Foundation's Center for Education Policy, where he developed public
policy and research experience in education, economics, law, immigration, and
international affairs.

3dVOSANVT IYVOHLIVIH S,YVMOI // ¥Z0Z LSNONV

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG


https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org

ABOUT COMMON SENSE INSTITUTE

Common Sense Institute is a non-partisan research organization dedicated to the protection and
promotion of lowa’s economy. CSl is at the forefront of important discussions about the future of free
enterprise and aims to impact the issues that matter most to lowans. CSI's mission is to examine the fiscal
impacts of policies, initiatives, and proposed laws so that lowans are educated and informed on issues
impacting their lives. CSI employs rigorous research techniques and dynamic modeling to evaluate the
potential impact of these measures on the economy and individual opportunity.

TEAMS & FELLOWS STATEMENT

Common Sense Institute is committed to independent, in-depth research that examines the impacts of
policies, initiatives, and proposed laws so that lowans are educated and informed on issues impacting
their lives. CSI's commitment to institutional independence is rooted in the individual independence of
our researchers, economists, and fellows. At the core of CSI's mission is a belief in the power of the free
enterprise system. Our work explores ideas that protect and promote jobs and the economy, and the CSlI
team and fellows take part in this pursuit with academic freedom. Our team’s work is informed by data-
driven research and evidence. The views and opinions of fellows do not reflect the institutional views of
CSI. CSl operates independently of any political party and does not take positions.
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INTRODUCTION

The United States boasts the largest healthcare
economy in the world. In 2022, health spending
reached $4.5 trillion nationally, or over 17%

of GDP! But a large healthcare sector with high
levels of spending does not necessarily translate
to a successful one. The United States’ complex
agglomeration of public and private providers
and insurers navigating various state and federal
regulatory agencies poses significant challenges,
often resulting in high costs, inconsistent quality
of care, and high rates of disease burden. Within
this broader U.S. framework, each state has
unique characteristics that form the backdrop
of its own healthcare landscape.

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG



https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org
https://commonsenseinstituteor.org/

lowa’s policymakers, providers, and insurers
operate within a state comprised of an aging
population and large rural areas. According to the
lowa Department of Justice, the state ranks 16th
nationally for the number of residents 50-years-old
and over.2 Approximately 18% of lowa’s more-than-
three-million residents are 65 years old and older
while 23% are under 18 years old. The average life
expectancy in lowa is 78.12—21st highest in the
country. In addition, the United States Department
of Agriculture (USDA) considers 77 of the state’s
99 counties “rural” based on the amount of open
countryside and rural towns.? An astounding 22 of
these rural counties have 100% of the population
residing in a rural area.* Other factors also help

set the stage for the lowa healthcare industry. Its
diabetes prevalence of 8.5% puts the state at 28th
highest in the country, and approximately 37% of
the state’s population is obese, giving it the 13th
highest obesity rate in the country, to name just
two.> While not directly caused by the healthcare
system per se, these and other factors significantly
influence lowa’s particular healthcare needs and
frame the backdrop for this report.

lowa needs a healthy population to thrive.

To achieve that, lowans must have access to
quality healthcare. The ability of the state’s
healthcare system to deliver that in the context

of its unique demographics and characteristics
depends on several factors. Access to quality

care starts with the existence of providers and a
workforce to support them. For patients to access
providers' services, they must possess means to
pay. This depends largely on healthcare costs and
the insurance market. And in the case of lowa,

to ensure access across the state the healthcare
system must supply rural areas with sufficient
healthcare resources. This report thus explores and
presents data on lowa’s healthcare business climate,
healthcare expenditures, insurance, and rural
healthcare. In doing so, it highlights lowa’s unique
healthcare landscape to help public- and private-
sector decision makers understand the state’s
challenges and identify where to focus solutions
to improve the state’s healthcare system.
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KEY FINDINGS

= Thanks primarily to rising operating costs, over a third of lowa hospitals and 60% of rural hospitals
operated at a loss in 2022.

= Overthe last 15 years, 250 more healthcare facilities in lowa have closed than have opened,
with mental health centers leading all provider types in net closings.

= Vacancies for hospital personnel in lowa increased by 73% between 2020 and 2021.

= Witha270% increase, lowan's healthcare costs rose at about triple the rate of inflation in the three
decades from 1991 to 2020.

= With an increase of 456%, home healthcare saw the largest increase in healthcare spending in lowa
between 1991 and 2020.

» Despite an overall increase in healthcare spending, at $9,200 per person, lowans spend about
5% less on healthcare than the average American.

= Between 2013 and 2022 after the passage of the Affordable Care Act, the rate of uninsured lowans
dropped from 81% to 4.5%, making lowa 7th lowest in the nation.

= The privately insured bear a large share of the burden from rising healthcare costs, with private
insurers now paying 263% more for hospital services than Medicare.

= From 2009 to 2022, the total cost of health insurance in lowa increased 67%, and deductibles rose
106%.

= Asof 2022, lowans have the fourth largest percent employee contribution (25%) to employer
sponsored health insurance of any state.

= Rural lowa has 17% fewer physicians per capita than its urban areas.
= Inlowa, 62 of the 77 rural counties (and 9 of the urban counties) do not have a practicing OBGYN.

= Since 2015, the rate of premature deaths per 100,000 lowa residents has risen by 9% in urban areas
and by 18% in rural parts of the state. Drug overdose deaths from fentanyl are a major contributor to
the increase.

=  While lowa’s healthcare system faces tremendous challenges, it still ranks 2nd most competitive in
CSlI's Healthcare Competitiveness Index when compared with the other 49 states and D.C.

= The lowa state legislature has promulgated 21 legislative reforms since 2018 to address the challenges
to the state’s healthcare system.
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CSI HEALTHCARE
COMPETITIVENESS INDEX

Before delving into the minutia of lowa'’s healthcare system, Common Sense Institute’s Healthcare
Competitiveness Index provides perspective on the state of healthcare in lowa relative to other states.
Each year, CSl issues a Free Enterprise Report, which assesses each state's competitiveness relative

to 49 other states and the District of Columbia on eight policy areas: education, energy, housing,
infrastructure, public safety, government budget, taxes, and healthcare. First, the index scores each
state’s relative competitiveness based on several metrics under each of the eight categories. Then, the
index ranks states under each of the eight categories and equally weights the results from each category
to assign the overall Free Enterprise Index ranks. The CSI State Healthcare Competitiveness Index
consists of four metrics:

1. Percent of residents privately insured

2. Percent of residents with employer-provided insurance
3. Spending per capita on Medicare & Medicaid

4. Number of active physicians per 100,000 residents

While lowa faces many of the same challenges as the rest of the nation in providing quality, affordable
healthcare to all its residents, it has maintained a competitive healthcare landscape relative to other states
based on these

four metrics. FIGURE 1

The state
currently ranks
second nationally

Figure 1. Healthcare Competitiveness Index Components - lowa
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While useful for providing a general sense of a state’s performance across multiple broad categories,
indices like CSl's Free Enterprise Report index lack the detailed insight of a more in-depth study. lowa may
rank well based on the four metrics that comprise CSl's Healthcare Competitiveness Index, but it may
perform poorly by other metrics not reflected in the index. Even if an index includes more metrics, it does
not typically contain a detailed survey of the underlying data for each metric.

In addition, such indices measure relative performance but fail to convey absolute performance. A state
may perform poorly by objective measures but rank well on a relative basis if all states in the index
perform more poorly. For example, CSI's Healthcare Competitiveness Index rewards states for having
more physicians per 100,000 residents than other states. That means a state’s index rank could improve
while its number of physicians per 100,000 residents declines if other states lose physicians more rapidly.
Even while in decline, a state may remain competitive on a relative basis within a generally declining
national healthcare system.

This report aims to achieve what an index does not. In addition to comparing lowa with other states,
it also explores lowa’s healthcare performance on an objective or absolute rather than relative basis.
Through hard data, the report illuminates strengths and weaknesses across the state’s healthcare
economy. It then surveys that data fully and transparently, illustrating how lowa’s performance today
compares with its past performance.
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IOWA'’S HEALTHCARE BUSINESS
CLIMATE & OUTLOOK

The healthcare business climate in lowa is under significant economic pressures, marked by both
opportunities and challenges. Recent years have seen a troubling trend of increasing operational costs
and facility closures. This has put the state’s hospitals under significant financial strain, undermining a
critical pillar of the healthcare system. A workforce shortage in the face of increasing demand for services
compounds these difficulties. Nonetheless, lowa’s healthcare industry remains a major driver of jobs and
economic output in the state. This section delves into the current state of lowa'’s healthcare business
climate, examining the factors influencing hospital operations, the trends in facility closures, and the
outlook for the healthcare workforce in the state.

lowa’s healthcare industry employs 210,700 people—10% of lowa'’s total workforce.” More than 30%
(69,100) of these healthcare workers are employed in ambulatory health care services, which includes
clinics, such as physicians and dentists, medical laboratories, and home health care services. Adding 10
jobs in the healthcare industry creates an estimated 9.4 more jobs across lowa’s economy. In addition, the
healthcare sector generates $14.3 billion dollars a year in GDP, representing 6% of total GDP in the state.
lowa ranks 8th lowest in the nation for healthcare GDP as a share of total economic output. As indicated
by the estimated multiplier effect, for every one dollar of GDP produced by the healthcare industry, lowa’s
GDP increases by an additional $0.21.°

Table 1. lowa Healthcare Employment & GDP Contribution, 2022

Type Employment (thousands) GDP Contribution (millions)
Ambulatory Health Care Services 691 6514.9
Hospitals 397 3873
Nursing and Residential Care Facilities 50.6 25181
Social Assistance 513 14441
Total Health Sector 2107 14,350.10
Total lowa 2,114.00 238,342.30
Healthcare Share of Total 9.97% 6.02%
Multiplier 1.94 1.21
Source: BLS and REMI.
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The state has 118 hospitals, 2,305 primary care physicians, 4,185 registered nurses, 2,268 dentists, and
6,358 mental health care providers as well as many other contributing members of the healthcare
system.® While there are 95 health insurance companies licensed in lowa, only three of them participate
in the Individual Health Insurance Marketplace, and a small number of these companies cover most of the
market." Wellmark, the largest insurer, has a market share of 80%, followed by UnitedHealth at 11% and
HealthPartners at 3%."

lowa hospitals face increasing financial vulnerability.

lowa'’s network of hospitals plays a central role in providing for the healthcare needs of the state’s
population, and their continued operation depends largely on their financial health. Nationally, more and
more hospitals have seen annual expenses exceed annual revenues, as over half of all hospitals in the
U.S. reported operating at a loss in 2022.” Though better, the situation proves similarly bleak in lowa,
particularly for rural parts of the state. In 2022, 45% of lowa hospitals operated at a loss when measured
using operating revenues, and 36% operated at a total loss including all revenue sources. An increase in
operating expenses rather than a decrease in revenue has driven the increased rate of operating losses.

Between 2009 and 2022, average annual hospital expenses in lowa increased by 66% from $63 million
to $104 million as shown in figure 3 Between 2019 and 2021 alone, labor costs, which comprise more
than half of hospitals’ total expenses, increased by 19%."° As of 2022, average total expenses have

now surpassed both average total operating revenue and average total revenue for hospitals in lowa.
Operating revenues include patient revenue and other operating revenue, while total revenue includes all

operating revenue as well as grants, tax revenues, and profits from other activities that can offset losses on

patient services.

) FIGURE 2
Since these

additional sources
of revenue are
not guaranteed,

it is important

to consider the
relationship Operating Loss
between
operating
revenues and

Figure 2. Percent of lowa Hospitals Operating at a Loss

60%

S
[=}
&

Total Loss

expenses when
evaluating lowa
hospitals.

Percent of Hospitals

20%

2012 2016 2020

Source: lowa Hospital Association 2022.
Note: Operating Loss includes only operating revenues in profit calculation. Total Loss includes all operating revenues as well
as non-operating revenues in profit calculation.
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At first glance, figure

3 appears to show a
drop in total revenue as
the driver of increased
operating losses. In fact,
the growth in operating
expenses between
2020 and 2022 well
outpaced the growth

in total revenue. Over
the two-year period,
total expenses grew

by 16.64% while total
revenue grew by only
10.77%. The percentage
of hospitals in lowa
operating at a total loss
dropped significantly

in 2021 due to non-
operating Covid-related
revenue, primarily
through the Coronavirus
Aid, Relief, and Economic
Security (CARES) Act,
which appropriated
more than $170 billion in
relief funds to hospitals'®
The effects of this 2021
federal aid can be seen
in figures 2 and 3. As that
one-time aid ran out in
2022, revenues dropped
off but remained near
their trendline. In contrast,
expenses surged above
their historic trend in
2021 and 2022.

FIGURE 3

Figure 3. lowa Average Annual Hospital Expenses & Revenues
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Source: lowa Hospital Association 2022,
Note: Total operating revenue includes net patient revenue and other operating revenue.
Total revenue also includes non-operating revenue and tax appropriations.
FIGURE 4
Figure 4. Hospital Profits as a Percent of Revenues by County
I |
-30% 0% 20%

Source: lowa Hospital Association 2022.
Note: Data is from 2019. Hospital profits calculated using operating revenues.

3dVOSANV1 IYVIOHLIVIH SVMOI // ¥20C LSNDNV

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG

12


https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org

To accurately compare the margins of hospitals of varying sizes, figure 4 illustrates average hospital
operating profits (operating revenues minus total expenses) as a percent of average hospital revenues
aggregated by county. In 2019, the average hospital profit as a percent of revenue by county ranged
from -31% to 12% across the state with an average of 1.6%."” These margins are unsustainable for many
hospitals and should be considered when passing policies that have the potential to impact hospital
revenues or expenses.

Provider expenses have increased substantially since 2009, with the most significant rise occurring since
the pandemic. While rising labor and material costs contribute to this trend, an increased administrative
burden on providers is also a substantial factor. Historically, healthcare administrative costs in the U.S.
were estimated around 10%, however a recent CAQH report estimates that administrative costs have
surged to nearly 22% of total healthcare expenditures since the pandemic® This increase is primarily

due to the complexity of the healthcare and insurance systems. Administrative complexity, along with
other forms of inefficiency such as overtreatment, care coordination failures, and execution failures,

are all considered wasteful as they do not provide health benefits to individuals despite incurring costs.
Further research could examine and quantify the cost burden of these wasteful requirements, including
administrative burdens, and their impact on lowa's healthcare system specifically. Regardless of the reason
for hospitals’ financial woes, no non-profit or for-profit entity can continue to operate at a loss indefinitely
without closing.

More lowa healthcare facilities are closing than opening.

As more lowa hospitals experience operational losses, hospital closures have continued across the
state, a fate they share with other major types of healthcare facilities. According to facility data from
the lowa Department of Inspections and Appeals (IDIA), there have been more than 600 healthcare

facility closures since
FIGURE 5

2008 — excluding family
practice, acupuncture,
and chiropractic clinics
— and fewer than 450
openings.” Figure 5
illustrates the trend in g0
healthcare closures and
openings between 2008
and 2023.

Figure 5. Healthcare Closures and Openings in lowa (2008-2023)

100

60

While all types of
healthcare facilities have
seen both openings and N

closures over the last Openings
15 years, closures have

outpaced openings in 0
all but three years: 2016, Source: lowa Department of Inspections & Appeals 2024

201 9' and 2020 In 201 6 Note: Data excludes family practice, acupuncture, and chiropractic clinics among others.
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the state had the same
number of openings and
closures. An anomalous
increase in closures
occurred in 2021 and
2022 while openings also
decreased. While the data
appears to have moved
toward normalization in
2023, these two years
contributed significantly
to the total net closures
over the period. Breaking
down the data by type

of facility provides more
insight into the specific
source of closures. Figure

FIGURE 6

Figure 6. Healthcare Closures and Openings in lowa
$2008-2019 §2020-2023

Closures
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Source: lowa Department of Inspections & Appeals 2024.

Note: Data excludes family practice, acupuncture, and chiropractic clinics among others.

6 shows the number of
closures and openings by
category.

Of the seven healthcare facility types shown in figure 6, five have seen a net decrease since 2008: elderly
care, home health, hospice, mental health centers, and rehabilitation centers. Rural health clinics have
experienced more openings than closures and there have been the same number of hospital closures as
openings.

Elderly care—which includes nursing homes, assisted living, and residential care facilities—saw the most
openings and the most closures of any category.® Two hundred and sixty-two elderly care facilities closed
over the 15-year time span with 88 of those occurring in just the last three years. lowa is not alone in the
heightened rate of elderly care closures. Nationwide, 550 skilled nursing facilities (one type of elderly
care) closed their doors between 2015 and 2019, and an additional 579 closed between 2020 and 2022.%'
However, 159 elderly care facilities opened in lowa between 2008 and 2019 and 60 opened between
2020 and 2023.%2 Although many new elderly care facilities have opened, the specific distribution of
location and types of facilities closing and opening remains unclear.

Mental health centers experienced the second highest number of closures and by far the highest number
of net closures. These facilities include community mental health centers, residential and intermediate
care facilities for the intellectually disabled, and psychiatric medical institutions for children.? Of the 180
closures of this type that occurred between 2008 and 2023, 92 of them came in the last three years.
Unlike the elderly care facilities, only 11 mental health facilities opened between 2008 and 2023, creating
a net decrease of 169 facilities. That equates to a stunning 94% overall decrease. Additional research is
needed to understand the cause of this large number of net closures, as it was not readily apparent in the
data.
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The remaining categories saw 79 home health closures and 33 openings between 2008 and 2023, 54
rural health clinic closures but 128 openings, 43 rehabilitation clinic closures with 11 openings, 62 hospice
closures with 30 openings, and 8 hospital closures.>* While 8 new hospitals also opened during this

time, the total number of hospital beds in lowa decreased from 9,740 in 2015 to 8,698 in 2022—a 10%
reduction.”® The Center for Healthcare Quality & Payment Reform estimates 28 lowa hospitals have
financial reserves inadequate to cover their losses for more than 6-7 years.? Ten of them lack the financial
reserves necessary to cover their losses for more than 2-3 years. These data signal a loss of access to
hospital care in the state.

lowa’s healthcare industry has an aging workforce.

In addition to sufficient revenues, providers need a workforce capable of meeting patient demand for
services. Unfortunately, current workforce trends indicate a significant shortage will emerge in upcoming
years as the supply of workers continues to decrease amidst an increase in demand for these positions.
According to data released by the US Department of Health and Human Services, the number of
vacancies for hospital personnel in lowa increased from 4,091 in 2020 to 7079 in 2021, a 73% increase.”’
Of the 2,942 additional vacancies, 1,363 were for nursing positions (RN, LN, and Nursing Assistive
Personnel), and 1,307 were for positions other than physicians, nurses, technicians, and pharmacists. These
hospital vacancy data illustrate the need for nurses, administrative personnel, and lower wage health
workers in the state.

The age of providers can serve as a leading indicator of future workforce supply and help predict where
a shortage of healthcare professionals might appear in the future if new workers do not replace aging
workers. Using the number of years since graduation from med school as a proxy for age, figure 7
illustrates the variation in

average age by provider FIGURE 7

type in lowa.?®
Figure 7. lowa Provider Age by Specialty
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Note: Top 25 specialties by prevalence in lowa are included in the figure. Bubbles are colored by frequency
nurse practitioners in lowa of specialty type.
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graduated less than nine years ago on average. This is both the largest cohort of healthcare workers and
the youngest, suggesting strong supply for years to come. Conversely, lowa’s cardiologists, neurologists,
general surgeons, orthopedic surgeons, and diagnostic radiologists are aging out of the workforce rapidly.
To continue meeting lowans’ healthcare demand, the industry will need to replace these ageing providers
as they retire, otherwise these areas could also see increased shortages.

While not listed in figure 7, lower wage healthcare positions such as medical assistants, home health
aides, and nursing assistants serve critical roles in the healthcare industry. A report by Mercer projects
lowa will have a shortage of 36,000 low-wage health workers by 2026.2° In other words, the projected
supply of low-wage healthcare workers is significantly below the projected demand for these positions.
While the report also expects many states to have significant gaps in registered nurses and mental health
providers—in some cases upwards of 10,000 nurses and 9,000 mental health providers—it expects lowa
to have a shortage of only 1,000 registered nurses and a surplus of 630 mental health providers by 2026.

Though lowa’s healthcare workforce has strengths, policymakers and the industry should continue to seek
ways to fill the healthcare workforce pipeline so younger workers can help meet current demand and fill
the gap left by retiring professionals. The section of this report entitled “Recent Public Policy Changes”
goes into more detail on state laws and regulations adopted by lowa’s policymakers in recent years to
help address healthcare workforce needs. Additional research could help determine the extent to which
workforce shortages have contributed to closures, if at all, and which additional policy changes could
further dampen future workforce shortages.
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HEALTHCARE EXPENDITURES &
INSURANCE

The presence of adequate healthcare providers alone does not ensure access for all lowans. To access
providers’ services, patients must have the means to pay for those services. While under certain
circumstances patients can receive healthcare services without insurance and even without payment,

the healthcare system cannot continue to operate without sufficient revenue. Indeed, as in any market,
prices signal to healthcare providers which services and how much of each service to offer. Depending on
the provider and the services rendered, revenue may come from a third party like an insurance company
or Medicare, from grants or donations, or directly from the patient in the form of payment for services.

In America’s healthcare market today, heavy government interventions distort market forces, leading to
high prices, shortages, and other challenges. However, this report does not evaluate the merits or faults of
specific interventions. Instead, it explores data on healthcare expenditures and insurance coverage to help
identify where distortions and other imbalances might exist in lowa’s healthcare marketplace. This section
describes the composition and trends of healthcare expenditures in lowa, how those expenditures are
financed, and how the cost of health insurance has evolved.

lowans’ healthcare spending is up, but lower than others.

Health expenditures represent the amount of money spent on all health-related activities and includes
spending from all sources such as personal, insurance, and government. lowans spent $29 billion on
healthcare in 2019, or an average of $9,193 per person. This is slightly lower than the national average of
$9,671 per person as seen in Table 2.

Table 2. Total Healthcare Spending by Category (2019, Millions)

Item lowa us
Dental Services $417 $436
Durable Medical Products $158 $174
Home Health Care $183 $344
Hospital Care $3,848 | $3,636
Nursing Home Care $780 $531
Residential, and Personal Care $496 $596
Other Professional Services $363 $339
Physician & Clinical Services $1,945 | $2,339
Prescription Drugs and Other Non-durable Medical Products $1,002 | $1,277
Total Personal Health Care Spending $9,193 | $9,671
Source: lowa Hospital Association, “Health Expenditures by State of Residence.”

Note: Hospital categories include Critical Access Hospitals (CAH), Rural Hospitals, Rural-Referral/Urban Hospitals (RRU), and VA and Other Hospitals. The
Other hospitals include rehabilitation and select specialty hospitals.
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Broken out by type of care, lowans spend more on hospital care, nursing home care (6th highest of any
state), and other professional services than those in the rest of the country. They spend less on dental

services, home health care, physician and clinical services (7th lowest of any state), and pharmaceuticals.

At 42% of total healthcare
spending, hospital care

is the largest category

of healthcare spending
for lowans followed

by physician & clinical
services at 21%, and
pharmaceuticals at 11%.
See figure 8.

Spending on all categories
of health goods and
services has increased
dramatically in lowa, as

in the rest of the country,
since the 1990s—more
than 270% between

1991 and 2020 as seen in
figure 9. While measures
of health expenditures do
not distinguish between
the price of goods and
the utilization of the
goods (i.e. the quantity of
healthcare consumed),
these increases in health
expenditure in the U.S.
have primarily been due
to the increase in prices
as opposed to an increase
in utilization.>° Therefore,
they give an estimate of
the changes in the cost
of healthcare. In context,
the Consumer Price
Index increased by only
92% during this period,
well below the 270%
increase in healthcare
expenditures.

FIGURE 8

Figure 8. Health Expenditures in lowa (2019, Millions)

@ Hospital Care (@ Physician & Clinical Services (@ Other Professional Services [ Dental Services [ Home Health Care
@ Prescription Drugs and Other Non-durable Medical Products [ Durable Medical Products @ Nursing Home Care
@ Other Health, Residential, and Personal Care

Source: Centers for Medicare & Medicaid Services 2019,
Note: Data is available from CMS through 2020 but 2019 data ensures figures are not
influenced by the pandemic

FIGURE 9

Figure 9. Changes in Healthcare Expenditures by Category for lowa
Enter series to show

500%

8
‘a
©
o
& 400%
173
4
S
g
g 300% | Personal Health
> Care
o |
o
g 1
£ 200%
£ |
s |
E |
[
& 100%
[
[}
rF
(3]
-
@
8 0%
3
a
1990 2000 2010 2020

Source: Centers for Medicare & Medicaid Services 2022.
Note: The black line represents the percent change in Personal Health Care, which is the sum of all healthcare expenditure
categories.
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Figure 9 also shows the percent change in expenditure by healthcare category. In lowa, the largest
increase in health expenditures has been in home healthcare, with an increase of 456%. Expenditures
on prescription drugs increased by 300% between 1991 and 2010 but have remained relatively constant
between 2010 and 2020. The total increase in health expenditures for lowans (280%) is below the
average increase in health expenditures seen across the country during this period (306%) as depicted
in figure 10. While healthcare expenditures are rising for lowans, they are not rising as fast as healthcare
expenditures in the rest of the country. Further research should investigate the mechanisms for these
differences in increased rates of healthcare expenditures.

lowa and the United States have seen a clear and consistent upward trend in healthcare expenditures.
The causes are complex, multifaceted, and hotly disputed. However, solutions can come from one of
two approaches as understood from an economic perspective. Either decrease prices or improve health
through preventative measures. More research is needed to evaluate the effectiveness of state policy
strategies in lowa, such as enhancing competition and price transparency, in controlling healthcare
prices.® In the meantime, reducing the need for medical care by improving health can decrease
subsequent medical expenditures.

The U.S. spends 90% of FIGURE 10

its total healthcare budget

to care for individuals with Figure 10. Percent Change in Healthcare Expenditure by State: 1991-2020
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system.
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lowa has the 7th highest insurance coverage nationally.

Health insurance is the central way individuals pay for healthcare. Insurance in the United States comes
primarily through government-funded Medicare and Medicaid and through private health insurance (PHI)
provided by employers or the private market. Figure 11 shows the total expenditures in lowa financed by
insurance type: private health insurers (PHI), Medicare, and Medicaid.

In 2019, PHI funded 36% ($10.5 billion) of healthcare expenses in lowa, Medicare funded 23% ($6.8
billion), and Medicaid 16% ($4.7 billion).>* The percentage of total health expenditures in lowa financed
through Medicare increased from 17% in 2001 to 23% by 2019, a 35% increase. In the rest of the country
over the same period, Medicare spending increased from 19% of total healthcare spending to 23%

of total healthcare spending, an increase of 23%. The percent of total health expenditures financed
through Medicaid in lowa increased from 12% in 2001 to 16% in 2019, an increase of 35%. Over the same
period, the percent of expenditures financed through Medicaid in the US only increased by 5% to 17%
of the total. In 2001, lowa financed a smaller amount of total health expenditures through Medicaid and
Medicare than the average state in the country. By 2019, it financed about the same amount of health
expenditures through public insurance as the average state in the country. While the state has become
no more dependent on public insurance than the rest of the country, its reliance on public insurance
increased significantly relative to where it was in 2001.

It is worth noting that the prices paid by PHI and public insurance for the same procedures vary
substantially. A 2022 Congressional Budget Office report estimated that, in lowa, Medicare pays hospitals
at an average rate of 92% of the national average price paid by Medicare fee for service (FFS).* In other
words, Medicare reimburses hospitals in lowa at a rate 8% lower than the average hospital in the United
States. Commercial health insurers pay much higher prices.*® In lowa, commercial insurers pay average
prices that are 263%

higher than the national FIGURE 11

average Medicare FFS.
While the commercial
price paid to hospitals
varies by state from 187% 10

to 318% of the Medicare
FFS national average, e
the average across the
country is 236%, slightly ;
lower than that seen in
lowa. Related trends are
seen for physician prices,
where physician services Il I| II “ | | ‘ ‘ ‘
in lowa are reimbursed
& ° 8 S

Figure 11. Total Health Expenditure Contributions in lowa by Insurance Type

@ Medicaid @ Medicare @PHI

Total Expenditure (Billions)

'\ W > o o > o SO N 4% D » Q> G
. 0 & & QS Q' Q N\ N '\ '\ '\ '\ N Q '\ N r‘\,
S S N
by Medicare at a rate © P ® » U
% of th i Source: Centers for Medicare & Medicaid Services 2022
o of the national urce: Centers for -
o 95 o o Note: Total Expenditure is per person per year in 2019. The expenditure categories are Medicare, Medicaid, and Private Health
H Insurance (PHI). Categories of financing not available in the state level data include out-of-pocked and other third-party
average Medlcare FFS payers. Thus, the sum of the three listed categories in the figure do not add up to the Total Expenditures for the state.

3dVOSANVT IYVOHLIVIH S,YVMOI // ¥Z0Z LSNONV

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG

20


https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org

Commercial insurers pay a price for physician services that is 144% of the Medicare FFS national average,
which is 10th highest by state for physician prices in the country.*” Large gaps in reimbursement rates
between public and private insurance can potentially lead to differences in access and quality of care

for patients under each type of insurance. In addition, these gaps can place a larger financial burden

on those financing private insurance, as providers may increase prices for private insurers while public
reimbursements remain relatively stagnant.

The financing of health expenditures describes how the aggregate health expenses in the state are paid
for but does little to describe the rates of insurance among the population. Between 2013-2022, the
rate of employer-sponsored health insurance decreased slightly from 60.2% of the population of lowa
to 59.5%; rates of Medicare enrollment increased from 16.9% to 19.4%; rates of Medicaid enrollment
increased from 16.3% to 19.8%; rates of direct insurance (private insurance that is not employer-
sponsored such as the private market through healthcare.gov) decreased from 16.5% to 16.1%; and the
uninsured rate decreased from 81% to 4.5%.3 These rates as a percent change from 2013 are shown in
figure 12.

The large decrease in the uninsured rate occurred between 2013 and 2015 due to the Affordable Care
Act. Indeed, even after the repeal of the Individual Mandate, the rate of uninsured in lowa has remained
consistently low. At 4.5% in 2022, the state has the 7th lowest uninsurance rate by state in the US, as seen
in figure 13, while rates of public insurance in lowa are similar to the average rate in the US. Thus, financial
access to healthcare through insurance is a strength of lowa.

However, as insurance coverage has increased, so have costs. Rising costs for healthcare have in turn
pushed up the cost of obtaining private insurance. As discussed previously, healthcare expenditures in
lowa increased by 33%

between 2009 and 2022 FIGURE 12

from $6,889 to $9,193
per capita.’® Meanwhile, Figure 12. Changes in Rates of Public and Private Insurance in lowa
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Source: American Community Survey 2022.
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As seen in figure 14,

the total cost of a

single health insurance
plan, including the
employee and employer
contribution, rose 67%
between 2009 and 2022.
However, the employee
contribution to a single
plan increased by 115%.
The total deductible for a
single plan, another piece
of health insurance that
is paid by employees,
increased by 106%. Put
simply, health insurance is
getting more expensive,
and employees in lowa
are paying a higher
portion of those costs.
Specifically, the percent
of total premiums that
employees pay has
increased from 19% to
25% during this time, an
increase of 32%.%

While total insurance
premiums rose across
the country at a similar
rate during this time,

the average employee
contribution across all
states rose by only 71%,
compared to 115% in
lowa. In addition, average
out-of-pocket maximums
for lowans have increased
from $3,501in 2016 to
$4,345in 2022—an
increase of 24%.** As of
2022, lowans have the
fourth largest percent
employee contribution
(25%) to employer
sponsored health
insurance of any state.**

FIGURE 13

Figure 13. Uninsured Rates by State
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Figure 14. Change in Cost of Health Insurance In lowa: 2009-2022
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While health expenditures in lowa increased by more than 250% between 1990 and 2020, lowans spend
less than the national average. The percent of health expenditures financed through public insurance
increased between 2001 and 2019 and is now close to that of the national average. lowa has the 7th
lowest uninsurance rate while rates of public insurance are similar to the national average. As health
insurance becomes more costly, employees in lowa are financing a larger part of the increased cost of
health insurance. Further research could explore the impact of rising healthcare and insurance costs

on lowa employers. Although employees bear a significant portion of the increased insurance costs,
employers also face higher expenses. Recent studies suggest that rising healthcare costs reduce overall
income and employment in non-health sectors due to the cost of providing employer-sponsored health
insurance.* This trend could disproportionately affect smaller local businesses with tighter operating
margins. More research could illuminate specific impacts on lowa employers.
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IOWA'’S RURAL HEALTHCARE LANDSCAPE

lowa faces substantial challenges in providing adequate healthcare to its rural residents. Access to healthcare
providers in these areas is often limited, leaving residents with less accessibility to timely and appropriate
medical care from primary care physicians, OBGYNs, and other medical professionals. Rural providers are also
much more likely to operate at a loss, leaving residents with greater risk of hospital and clinic closures. These
closures further exacerbate the difficulty of obtaining necessary medical services by forcing residents to
travel longer distances for care, or in some cases, to go without it altogether.

Consequently, these factors have led to disparities in health outcomes between rural and urban regions of the
state. Trends among rural communities signal worrying rates of health issues, which ultimately lead to high
rates of premature death. The obesity rate is 36.8% for urban counties and 38.4% for rural counties; diabetes
prevalence is 8.3% for urban counties and 8.9% for rural counties; and life expectancy is one year lower in
rural counties (77.8 opposed to 78.8).%° Additionally, more people in rural counties report frequent physical
distress (9.1% vs 8.4%) and frequent mental distress (14.2% vs 13.6%) than in urban counties. These factors
imply rural lowans are at greater risk of health complications than the average urban lowan.

This section delves into the current state of rural healthcare in lowa, examining the availability of healthcare
providers and the prevailing health trends affecting these communities. Understanding these factors is crucial
for developing targeted strategies to improve healthcare access and outcomes for lowa'’s rural population.

lowa has 17% fewer physicians per capita in rural areas
versus urban.

Primary care physicians in lowa are an integral part of everyday health. While lowa has a relatively strong
supply of primary care physicians, rural communities face greater barriers to accessing healthcare than urban
ones, leaving them at greater risk of worse health outcomes. The number of primary care physicians per
100,000 people serves as a top indicator for accessibility to care. Between 2013 and 2024, the physician ratio
in lowa decreased by 8% (from 55.3 to 51.4) for rural counties while it only decreased 1% (from 62.9 to 62.2)
for urban counties.”” Figure 15 illustrates the relationship between the percent of the county living in a rural
area and the physician ratio. As this figure indicates, the more rural a county, the fewer primary care providers
per 100,000 people. In counties where more than 90% of the population lives in a rural area, there are 43
primary care physicians per 100,000 people. By contrast, in counties where less than 20% of the population
lives in a rural area, there are more than 90. In context, the average number of primary care physicians per
100,000 people across the U.S. is 63. Insufficient access to physicians can significantly decrease quality of life
for rural lowans.
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Access to mental health care has become a pressing issue across the United States. Some states have
grappled with this nationwide mental health crisis by increasing accessibility to mental health care
facilities to meet demand. Since 2015, the number of mental health providers per 100,000 people in
lowa has increased by 98% (48.4 per 100,000 to 95.6) for rural counties and 78% (80.6 per 100,000 to
144.2) for urban counties as seen in figure 16. This is an incredible accomplishment in the state. This lays

in contrast, however, to
the significant increase
in mental health facility
closures illustrated in
the Business Climate
and Outlook section of
this report. The mental
health facility closures
include locations such as
Community Mental Health
Centers, Residential
Care Facilities for the
Intellectually Disabled,
Subacute Mental Health
Facilities, and Intermediate
Care Facilities for
Individuals with
Intellectual Disabilities.
These care facilities
support individuals with
more intense mental
health struggles. In short,
lowa has significantly
increased the number of
mental health providers
available in the state, but
the number of intensive,
mental health focused
facilities has decreased.
Although provider growth
in rural counties has
outpaced that of urban
ones, a disparity persists
between the two.

lowa's urban-rural
provider disparity
underscores the
ongoing challenges
rural communities face

FIGURE 15

Figure 15. Primary Care Physicians per 100,000 People in lowa
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FIGURE 16

Figure 16. Mental Health Providers per 100,000 People in lowa
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in accessing mental health care. Despite the efforts to improve, the state still lacks an adequate level of
mental healthcare to rural communities, directly impacting the lives of many lowans. Individuals in these
rural communities are more likely to experience untreated mental health conditions, which can contribute
to higher rates of depression, anxiety, and more. Addressing this gap is essential for breaking cycles of
mental health illness and improving the well-being of rural communities.*®

Another gap between provider access for rural and urban communities in lowa comes in the form of
maternal care, a type of healthcare essential for guaranteeing the well-being and health of mothers

and their infants. lowa relies on its families to thrive, as they are the backbone of rural communities all
over the state. Ensuring accessible maternity care is essential for supporting these families, fostering
healthy child development, and maintaining the populations of lowa’s rural regions. Most rural births are
overseen by family physicians, further illustrating the importance of these family providers. However, the
dataillustrated in this report suggests a trend of new practitioners moving away from family physicians
into nurse practitioner roles, which is a potential concern for maternal care as nurse practitioners can
provide prenatal care but are not licensed to deliver babies. While there are an increasing number of
nurse midwives in the state which may help bridge the rural divide in maternal care, these providers

are not necessarily located in the most high-need areas. Without a steady supply of proper healthcare
professionals, prospective parents are left with the burden of uncertainty about whether raising a family is
medically safe.

Additionally, 62 of lowa'’s 77 rural counties (and 9 of the urban counties) do not have a practicing OBGYN
as illustrated in figure 17. Of the rural counties with a practicing OBGYN, these providers are significantly
older; the average number of years since medical school graduation (a proxy for age) is 20 for OBGYNs in
urban counties in comparison to 25 for OBGYNs in rural counties.*® Rural communities face a worrisome
shortage of OBGYN providers. Even counties with providers struggle with keeping up with demand,
given that older workforces suggest earlier retirements—as discussed in the workforce section of
“Business Climate and

Outlook.” This implies FIGURE 17

that in the coming years,
existing providers may
also struggle to secure
replacements for these
professionals critical to
lowa’s healthcare system.
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0

40.71

Q

l

3dVOSANVT IYVOHLIVIH S,YVMOI // ¥Z0Z LSNONV

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG

26


https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org

between 2008-2023.°° When it comes to understanding the financial burden of hospitals in rural areas,
it is helpful to investigate differences in operating margins between hospitals in rural and urban areas.
Based on data from the lowa Hospital Association, there is a small but significant correlation between
hospital operating profits as a percent of revenue and population of the county, indicating that hospitals
in counties with small populations are more likely to struggle financially. The average operating profit as
a percent of revenue tends to be higher for hospitals in counties with larger populations.® >2For example,
in 2019, hospitals in counties with more than 75,000 people (the top 10 largest counties in lowa) had an
average profit as a percent of revenue of 2.6%, whereas counties with fewer than 75,000 people had an
average profit as a percent of revenue of -1.0%. This is concerning for rural lowa as hospitals are likely to
cut services when faced with financial pressures.

Rural lowa’s older population strains healthcare providers.

America’s population is aging, and lowa is no exception. Due to higher life expectancy and lower fertility
rates, the percentage of the population over 65 in lowa has been steadily increasing, outside of a brief
drop due to Covid as seen in figure 18. Urban populations are aging at a slightly higher rate than rural ones,
but approximately 5% more of the population in rural counties are over age 65 than in urban counties.
The aging nature of the population explains some of why lowans spend more per capita on nursing
homes and home health, as found in the “Expenditures and Insurance” section. However, lowa spends

the 6th highest amount of any state on nursing homes but ranks 20th in the nation for the age of the
population. This indicates that lowans spend a relatively large amount of healthcare expenses per capita
on the aging population, even when controlling for the number of aging individuals.

An aging population puts further strain on the healthcare system, as demand for health services increases
with age. This is illustrated by the fact that those 65 and older make up 18% of the population but accrue
more than a third of total

healthcare expenditures.> FIGURE 18

Additionally, healthcare
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Premature deaths have increased in lowa in both rural and urban counties since 2015. Premature
deaths measure the years of potential life lost before age 75 per 100,000, emphasizing earlier
deaths that might have been prevented.*® The rate of premature deaths in 2024 remains higher in
rural counties at 377 per 100,000 (an increase of 18% since 2015) than in urban counties at 340
per 100,000 (an increase of 9% since 2015).>” The county-level premature death rate in lowa in
2024 ranged from 184 to 469 per 100,000. High rates of premature deaths create extra stress on
healthcare institutions, especially in regions without adequate preventative services. Resources
are allocated away from preventative care towards emergency care, leaving lowa's already weak
rural healthcare system struggling to nurse a healthier population. There is also a stark geographic
distribution of premature deaths, with higher rates in the south and west parts of the state, areas
farther away from major cities, as seen in figure 19.

While premature deaths are caused by a variety of factors, drug overdoses are one of those potential
factors. As documented in CSl lowa's 2024 report, lowa in the Context of America’s Fentany!
Epidemic, deaths from synthetic opioid overdoses in lowa increased from 0.96 in 100,000 in 2015
to 6.4in 100,000 in 2023.%8 Treating drug overdoses can become especially difficult when there

are fewer options or when traveling longer distances, leaving rural lowans more prone to overdose
fatalities. However, more research needs to be done on the geographic distribution of these
overdose deaths and whether they are related to the heightened premature death rate in rural areas.

The data clearly show lowa's rural communities have less access to healthcare providers, particularly
primary care physicians and OBGYNs. Hospital financial data suggest a small relationship between
hospital profit margins and county population, which may contribute to provider or service
deficiencies in rural counties. The challenges are compounded by the fact that rural counties on
average have older populations and higher rates of premature death, obesity, diabetes, and self-
reported mental and

physical health. It is FIGURE 19

therefore imperative

to continue supporting
the healthcare system

in these disadvantaged
communities. Solutions
resolving demographic
health trends, demand for
healthcare professionals,
and facilities facing
financial instability are
key to creating a more
accessible healthcare

Figure 19. Premature Deaths
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system for rural
communities.

Source: County Health Rankings 2024.
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RECENT PUBLIC POLICY CHANGES

This report surveys lowa's healthcare landscape, highlighting some of its greatest challenges: financial
struggles leading to closures of healthcare facilities; significant increases in personnel vacancies; rising
healthcare and insurance costs; and disparities in access to specialized care and health outcomes
between rural and urban regions. Despite these concerns, lowa still fares much better than the rest

of the nation, ranking #2 in CSI's healthcare competitive index. When considering the entirety of the
United States, lowa has been relatively successful in fostering improved infrastructure, enhancing
healthcare access, and promoting economic growth. lowa may continue to face challenges amidst a
complex underlying United States healthcare system, but the state has taken many steps to improve
lowa’s healthcare landscape where state-level policy can make a difference.

Policymakers have worked with lowans and providers to better understand the state’s healthcare
challenges, which this report illuminates through data. Over the past several years, they enacted
legislative measures to address many of those challenges. These measures seek to ensure every
lowan has access to the healthcare services they need regardless of where they live. Specifically, they
aim to remove unnecessary and burdensome regulations, address funding shortages, and enhance
the state’s efforts in recruiting and retaining healthcare providers. In some cases, they redesign
aspects of the state’s healthcare system entirely.

BUSINESS OF HEALTH CARE:

= The lowa Legislature capped non-economic damage awards in medical malpractice cases to
protect and improve lowans’ access to health care services. (2023)*

= The lowa Legislature established rural emergency hospital as a new hospital license category.
(2023)%°

WORKFORCE:

= The lowa Legislature improved state behavioral health, disability, and addictive disorder services
and programs, and transferred disability services to the Division of Aging and Disability Services of
the Department of Human Services. (2024)%

= The lowa Legislature passed a Family Medicine OB Fellowship program that provides obstetrical
training to up to 4 physicians per year in exchange for practicing in a rural community for a
minimum of 5 years. (2023)%?

3dVOSANVT IYVOHLIVIH S,YVMOI // ¥Z0Z LSNONV

COMMON SENSE INSTITUTE :: COMMONSENSEINSTITUTEIA.ORG

29


https://CommonSenseInstituteor.org
https://CommonSenseInstituteor.org

The lowa Legislature passed a bill that prohibited the use of non-compete clauses in mental
health professionals’ employment contracts to maintain continuity of care for patients and
improve access. (2023)%

The lowa Legislature established the lowa Office of Apprenticeship to oversee, expand, and
promote apprenticeship programs at the state level to build lowa's workforce. (2023)5

The lowa Legislature expanded employment eligibility and work-based learning opportunities for
young lowans seeking to gain experience in the workforce. (2023)¢*

The lowa Legislature established a Mental Health Professional loan repayment program. (2022)°¢

The lowa Legislature funded additional positions in the University of lowa Psychiatric Residency
Program. (2022)%’

The lowa Legislature funded additional pathways and removes barriers to professional licensure
in the state. The bill allows new lowa residents with an out-of-state license to use their skills and
training in the same licensed profession, recognizes three years of work experience as a substitute
for any education, training and work experience requirements, waives initial licensing fees for
first-time applicants of families earning less than 200 percent of the FPL, and creates a uniform
standard of review for denial of licensure based on a person’s conviction history. (2020)¢®

WORKFORCE - REGULATORY BURDENS:

The lowa Legislature allowed lowa to join the dental and dental hygienist interstate licensure
compact to reduce barriers to license portability across state lines. (2023)%°

The lowa Legislature removed the requirement that a physician assistant practices under
supervision after two years. (2023)7°

The lowa Legislature removed one-year out-of-state licensure requirements for universal license
recognition, removed residency requirements for universal recognition for most professions,
offered temporary licensure for military spouses if they don't qualify for universal license
recognition, and created a work-based learning program supervisor for students to receive credit.
(2022)"

WORKFORCE - CHILDCARE

The lowa Legislature opened additional childcare slots by establishing new minimum child-to-
staff ratios in childcare centers of 1:7 for children aged 2, and 1:10 for children aged 3. The bill also
addressed workforce challenges by allowing childcare center employees 16 and older to work
without additional supervision. (2022)"2

The lowa Legislature passed a bill that incentivized child-care providers to accept more Child
Care Assistance (CCA) families by allowing parents to pay the difference between CCA and
private rates. (2022)"
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INSURANCE COVERAGE & COSTS:

= The lowa Legislature passed an Act to improve insurance coverage for biomarker testing, which
assists in cancer treatment. (2024)™

= The lowa Legislature passed an Act to improve insurance coverage for supplemental and
diagnostic breast examinations. (2024)"

BEHAVIORAL HEALTH:

= The lowa Legislature directed the Department of Health Services to establish tiered in-patient
payment rates in the Medicaid program for acute mental health services. (2022)

= The lowa Legislature designated schools as a site of service for mental health providers, allowing
schools to contract with mental health professionals and bill insurance. (2020)"’

= Through executive order, lowa established a children’s behavioral health system, which has since
led to passed legislation and annual reforms to improve access to behavioral health services.
(2018)®

MATERNAL HEALTH:

= The lowa Legislature extended post-partum Medicaid coverage for new mothers, ensuring that
new mothers and their babies have access to the care they need in the year following a delivery.
(2024)”

= The lowa Legislature passed a program (MOMs) that was designed to improve access for
pregnant women and new mothers to pregnancy resource centers. (2022)8°

New policies take time—sometimes years—to implement. Once fully implemented, it can take
several more years for them to work their effect on the healthcare marketplace. Additionally, data
releases often lag the event the data measures by a year or more. If recent policy changes listed in
this section have their intended effect, the new trends that demonstrate their effectiveness may

not appear in the data for several years. With the data available today, this report cannot yet draw
correlations between recent policy changes and outcomes with any degree of confidence. However,
the data points surveyed in this report, once updated with future years' data, can serve as a starting
point for such an evaluation.
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CONCLUSION

The U.S. healthcare economy faces a complex landscape marked by increasing costs, workforce
shortages, high disease burdens, and inequitable access to care. While lowa contends with these
challenges, it performs well relative to other states. For example, CSI's Healthcare Competitiveness
Index ranks lowa second in the nation, US News ranks lowa 9th in the nation for healthcare access
and 21st for overall healthcare, and the Agency for Healthcare Research and Quality places lowa

in the top 10 states for overall quality of healthcare.® Even though lowa continues to be a leader

in healthcare in many ways relative to the rest of the country, it is important to understand the real
challenges that lowans face on an absolute level.

Despite its strong performance, lowa faces significant hurdles. Though 5% lower than the national
average, 45% of lowa hospitals operated at a loss in 2022. The increased number of hospitals
operating at a loss is driven primarily by increases in operating costs for these businesses, a symptom
of rising input costs and administrative burdens in an increasingly complex regulatory regime.
Between 2008 and 2023, more healthcare facilities closed than opened, with mental health centers,
elderly care, and home health facilities being most affected. While lowa's healthcare workforce is
robust, ongoing recruitment is essential to replace an aging workforce.

Healthcare costs and insurance premiums have surged across the country, and lowa is no exception.
From 2009 to 2022, healthcare expenditures in lowa increased by 33% and health insurance costs by
67%, slightly lower than national trends. However, employee contributions to employer-sponsored
insurance in lowa increased by 115%, compared to the national average of 71%. In 2001, lowa
financed a smaller amount of total health expenditures through public insurance than the average
state in the country, but by 2019 it financed about the same as the national average. As of 2022, only
4.5% of lowans were uninsured, ranking lowa 7th lowest in the nation. This is a channel through
which lowans have increased financial access to care compared to the rest of the country.

Rural lowa faces unique challenges in healthcare access and outcomes. Although lowa ranks

highly for physician access, rural counties have 17% fewer physicians per capita than urban areas.
The state has increased mental health provider availability since 2015, yet rural areas still lag urban
areas. Maternal care access is also substantially lower in these urban counties, as it is in rural areas
across the country. Additionally, lowa'’s aging population, particularly concentrated in rural areas,
imposes a heavier burden on the healthcare system. Rural areas are experiencing a concerning rise in
preventable and premature deaths across the country as well as in lowa. Despite its challenges, lowa
maintains a competitive healthcare industry with relatively strong access to care through insurance
and provider availability.
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While lowa’s healthcare system faces substantial challenges, these are not unique to the state.
Variables outside of the control of state policymakers such as federal laws and regulations have
largely induced challenges common across all states. Nonetheless, lowa policymakers have made
meaningful efforts to improve outcomes where state-level policies may do so. As new data becomes
available, this report may serve as a marker for evaluating their effectiveness. It may also help public-
and private-sector decision makers identify where additional reforms could improve the state’s
healthcare system. Finally, the report may serve as a springboard for future research.
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