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Purpose

Provide information regarding core economic factors and 
challenges impacting healthcare providers in Arkansas.

Why you should care

These economic factors have a significant impact on ability 
of Arkansas health systems to sustainably provide 
accessible, high-quality healthcare.

Arkansas Healthcare Reimbursement Challenges
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Arkansas Healthcare Reimbursement Challenges

Disclaimer

This presentation does not provide “the answer” to the problem 
as it is a complex situation; however, it brings to light a broader 
context that is important as we try to solve the funding challenge 
for our communities and state.

Goal

Make more stakeholders aware of certain underlying realities as if 
you want to make progress towards something better for 
tomorrow, it is important to understand where you stand today.
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National Experience = Increasing Cost
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Is the same true for the various components?
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Operating margin 

slide

Why a X% Target?
Uses of Cash from Ops

Debt Payments

Routine Capital Needs
a.k.a. “Keep the Lights On”

Replace existing = 100%+

Mission-Focused 

Strategic Growth
New Technology

New Services

New Locations

Long-term Savings
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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Health System Payer Mix, Historic Margins & Annual Rate Lift

Why are 
margins 

comparatively 
low?

Is cost too high?

Is revenue too 

low?

Arkansas 

~75% of 

national avg
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Arkansas 

~75% of 

national avg

Arkansas 

~77% of 

national avg

Hospital operating efficiency not the 

issue based on national comparison

Early “Aha Moments”
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Early “Aha Moments”

Arkansas Healthcare Reimbursement Challenges

Commercial Rate Challenge (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 
(via individual exchange)

Costs (local vs. national)

Government Commercial 

Rate Benchmark (Updated)

13

UHC (through ~2019), 

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 (through ~2019), 

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

IP = 2nd lowest
OP = lowest by far
Pro = lower end
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Medicare uses government-match approach

(more you spend, more you get paid;

areas with higher commercial mix advantaged)

Medicare Wage Index “Death Spiral”

Medicaid benchmarks to 

Medicare (sometimes commercial)
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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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Payer 

Margins
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External Nursing Contract Labor
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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 (2021 to 2024 Budget)
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CHI National Investor Call:  

Arkansas “Low cost, but tough rate market”

Community Funding of Healthcare

Funds 

Available to 

Insure Access 

to Healthcare

Hospitals, Health 

Centers, 

Diagnostics, Etc

Physicians & 

Medical 

Professionals

Pharmacy

Federal 

/ State 

Taxes

Employer/ 

Individual 

Premiums
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Average Employer Premiums

AR ~90% U.S. Avg

Annual Avg Change

CY2008 – 2017

AR = 4.5%

US = 4.8%
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Avg Employee Premium + Deduct as % of Median 

State Income (2017)

AR = 12.8% of 

median income

Arkansas causes:

Aging population

Decline working age 
in workforce

Young worker trends

Increased disability

Incarceration rates

Drug addiction/abuse
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Premiums are not correlated with reimbursement rates
(when premium set using multi-state spend, Arkansas portion of premiums 
subsidize healthcare in other states)

Key Take-Aways

1) Arkansas hospitals face a unique and difficult challenge that has 
developed over many years

2) Getting to national average payer rates would be very difficult, and 
may not be the right big-picture goal considering national drive to 
reduce cost

3) Value-based care is very important for sustainbility, but addressing 
underlying service rates must also happen to remain competitive 
nationally, and achieve broader community goal

4) Will require creative strategic approach working with other 
providers, and we need payers to understand and participate

5) Different level of efficiency & effectiveness required for Arkansas to 
succeed
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Education, Advocacy & Other Considerations

1) Regulatory advocacy (AHA, local and national 
representatives)

2) Stakeholder education (health system board & 
leaders, employers, government, community leaders)

3) Payer Relations (finance, rev cycle, legal)
• Payer education & collaboration (facility & professional pricing, 

structure, process, value-based focus)

• Medicare Advantage efforts (experience/data transparency)

• Innovative approaches to core (patient/provider/employer friendly)

4) Significant Value-Based Care efforts
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