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Purpose
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Why you should care
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Arkansas Healthcare Reimbursement Challenges
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Operating margin 

slide

Why a X% Target?
Uses of Cash from Ops
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a.k.a. “Keep the Lights On”

Replace existing = 100%+
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New Technology

New Services

New Locations
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Financial Stability

Cash/Invest vs Long-term Debt

Days Cash on Hand (~xxx goal)

Current OpEx = $xx/day

Important for stakeholders to understand
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Why are 
margins 

comparatively 
low?

Is cost too high?

Is revenue too 

low?

Arkansas 

~75% of 

national avg
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Arkansas Healthcare Reimbursement Challenges

������
����������%������� (developed over many years)

● Reimbursement increases have lagged cost increases for 

many years

● Physician cost has shifted to hospital over past 15 years

● Medicare, Medicaid & Uninsured losses impact statewide 

system (long-term community access challenge; Medicaid expansion 
helped)

● Shift from Medicare to Medicare Advantage adds pressure

● Data shows ____ compares well on quality and cost (local and 
national)

● Arkansas reimbursement rates = national low (multiple studies)
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Other Arkansas 

considerations:

Outpatient rates

Professional rates

Medicaid Expansion 
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Costs (local vs. national)
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UHC $
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Aetna, Humana, 
Kaiser, BCBS

Commercial payer 
study on national 
healthcare spend 
per covered life

Looking at total 
spend on health, 
Arkansas doesn’t 

appear to be 
largely out of line 
with the national 

average.
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Commercial payer 
study on national 
healthcare spend 
per covered life

Looking at spend 
for hospital 

services, Arkansas 
rates = lowest 

nationally for both 
hospital categories

UHC $
�������&'()*%��

Aetna, Humana, 
Kaiser, BCBS

Hospital funds used nationally 
to help with community 

physician needs; however,  
Arkansas ability to do same 

limited

Arkansas funds higher than avg 
on prescription drug spend.
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AR = 186% 

of Medicare

National 

Avg = 247% 

of Medicare

High End = 

325%+ of 

Medicare

Employer-funded 
study on national 
Commercial vs 
Medicare rates

Arkansas rates = 
lowest nationally
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Employer-funded 
study on national 
Commercial vs 
Medicare rates

Arkansas rates = 
lowest nationally AR = 170% 

of Medicare

National 

Avg = 257% 

of Medicare

High End = 

~350% of 

Medicare

Employer-funded 
study on national 
Commercial vs 
Medicare rates

Arkansas rates = 
lowest nationally
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Medicare uses government-match approach

(more you spend, more you get paid;

areas with higher commercial mix advantaged)
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Source: Kaiser Family Foundation: https://www.kff.org/medicare/issue-brief/medicare-advantage-in-2022-enrollment-update-and-key-trends/

MA Share is Baptist total charges excluding Fort Smith and Van Buren

Arkansas has below average MA penetration, but growth 
rate is double the national average.

From 2019 to 2024, _______ needs to realize a __% 
increase in commercial rates due to mix changes alone.

Medicare Adv 
Realization 

~85% of 
traditional 
Medicare
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Payers Influencing Patient Care

● Pre-authorization requirements (hospital, post-acute, 
etc)

● Coverage limitations

● Status denials and changes (unilateral downgrades)

● Coding & documentation inquiries

● Outlier and similar denials (Equian)

● Patient share (burden)
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External Nursing Contract Labor

27

28



8/14/2024

15

Health System Physician 

Resources

Health Physicians are 

experiencing a similar trend 

of cost exceeding 

reimbursement largely due 

to:

a) Lower government rate 

increases (whcih 

commercial payers use as 

a basis)

b) Physician demand 

exceeding supply

c) Physicain employment % 

increasing significantly 

(health systems, payers, 

private equity)

Health systems covering 

shortfall to secure physician 

coverage

Revenues & Expenses ��������������	
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AR = 12.8% of 

median income
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Aging population

Decline working age 
in workforce

Young worker trends

Increased disability

Incarceration rates

Drug addiction/abuse
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Education, Advocacy & Other Considerations
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