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Health care professionals in Arkansas are voicing skepticism that bringing managed care  
organizations into the state-run Medicaid program will stem the rising costs of government- 
provided health care.

Their arguments are two-fold:

• The measures that MCOs employ to lower costs in order to make a profit for themselves 
have already been implemented in the state’s Medicaid program; and

• MCOs in other states have been plagued by accusations of fraud and mismanagement.

The discussion will resume at the regular legislative session in January, when lawmakers 
consider the proposal, backed by Gov. Asa Hutchinson, to hand off to MCOs the management of 
Arkansas’ Medicaid patients with behavioral health issues and developmental disabilities.  
And the sides will be drawn predictably: The state’s executive branch will push for cost 
savings, providers like doctors and hospitals will oppose anything that could result in fewer 
dollars, and insurance companies that may form MCOs will be ready for a new profit center.

The issue of how best to save costs is gaining urgency because the state will have to start paying 
for a portion of the Medicaid expansion (now known as Arkansas Works) starting in 2017.

Dan Rahn, chancellor of the University of Arkansas for Medical Sciences in Little Rock, said 
business leaders are among the stakeholders who need to “wrestle this thing to the ground,” 
because they already know health care costs are rising at a rate that exceeds revenue growth.

The MCOs debate was dropped from Hutchinson’s call for a special session in April after  
the plan he supported sparked opposition and a group of legislators proposed their own 
“DiamondCare” alternative. Instead of using MCOs, DiamondCare would hand off management 
of care for the mentally ill and developmentally disabled to private administrative services 
organizations.

Some definitions:

Managed care organizations, or MCOs, are private companies, typically created by insurance 
carriers and usually for-profit entities, that receive a set fee from the state for each person for 
whom the company manages health care. MCOs are solely responsible for paying claims to 
providers out of the funds they receive from the state, and they turn a profit by keeping those 
costs below the level provided by the state.

Administrative services organizations — the ASOs proposed in DiamondCare — would be 
hired to implement cost savings but the state would continue paying health care providers 
fees for services provided to Medicaid patients.

David Wroten, executive vice president of the Arkansas Medical Society, said the populations 
that would be offered to MCOs are the most difficult to manage, and efforts to increase  
efficiency have fallen short there.

The governor’s plan — using MCOs — would save the state $1.43 billion over five 
years, and the Diamond Care plan — using ASOs — would save $1 billion during the 
same period, according to an analysis performed for the Arkansas Legislative Task 
Force on Healthcare Reform by the Stephen Group of Manchester, New Hampshire.

Promises ‘Safety Net’

John Ryan, president and CEO of Arkansas Health & Wellness Solutions, said his company 
would love the opportunity to serve the state as an MCO and participate in the procurement 
process that would follow approval of the governor’s plan.

Arkansas Health & Wellness Solutions is a qualified health plan issuer in the Arkansas Health 
Insurance Marketplace, where it offers plans branded as Ambetter of Arkansas.

Ryan said that Arkansas Health & Wellness Solutions would not pay providers any less than 
what the state is paying them now for Medicaid patients. “That’s a safety net for our providers,” 
he said.

However, Jodiane Tritt, vice president of government relations for the Arkansas Hospital  
Association, said — and other health care professionals agreed — that the state is already using 
many of the methods MCOs tout as money-saving. (See The Managed Care Already Argument.) 
She added that Arkansas is doing so without “having to pay exorbitant administrative fees to  
a managed care company.”

Tritt said that the rates paid to Arkansas hospitals are among the lowest in the nation.  
Inpatient rates have not increased since 2007, she said, and the Medicaid fee schedule for 
outpatient hospital care is “virtually” unchanged since 1992, with the exception of procedures 
that have been developed since then.

“Arkansas’ hospitals and other providers have been willing to accept Medicaid rates that do not 
even cover the actual cost of care because hospitals exist to take care of patients,” Tritt said. 
“Providers are not willing to accept such paltry rates from an MCO just to make the MCO a profit.”

“There was a lot of controversy [over the managed care plans], and some of that comes from 
how a lot of these managed care companies have a history in other states of doing things that 
tended to hurt the taxpayers, No. 1, and more importantly the people they were trusted to 
serve,” Wroten said.

Tritt said MCOs in other states had been accused of fraud, failure to provide care, lack of  
transparency, improper claims handling practices and other mismanagement.

“Once the MCO has established a savings ‘target,’ they will employ various tactics to achieve it, 
including denial of claims or otherwise prolonging the claims process,” she said in an email.

“It’s also likely that they would ultimately resort to (1) rationing care for Arkansas’ most needy 
patients, (2) depleting the state’s current Medicaid provider infrastructure by paying providers 
such poor rates that doctors are unable to see Medicaid patients; and (3) reallocating dollars 
that doctors and other providers are now receiving to provide care to patients to Managed 
Care companies looking to make profits, which jeopardizes Arkansas’ taxpayer dollars.”

Tritt argued that the fee-for-service model in place now is working, especially with the passage 
in the April legislative session of Arkansas Works, the revamped Medicaid expansion previously 
known as the private option. The private option, which used federal Medicaid dollars to buy 
private insurance for people earning no more than 138 percent of poverty, has been credited 
with cutting the number of uninsured in Arkansas by more than half.

“Copying what other states have done (largely without success) 
does not continue the Arkansas trend of innovation in health 
reform,” she said.

As for Wroten: “If the managed care companies — that are, quite frankly, spending hundreds of 
thousands, if not millions, of dollars to get their fingers into Arkansas’ Medicaid program — if 
they ever do, they’re not going to be satisfied with just a small piece of it.”

Because Arkansas’ Medicaid program is already so “tightly managed,” he said, “there are very 
little opportunities to save that kind of money” that MCOs would need to save to make a profit.

But the proposed plan would bring MCOs in to manage Medicaid populations that are — with 
their higher growth rates and costs — the least managed and most difficult to manage, Wroten 
said.

As for the DiamondCare alternative, Tritt said in an email: “On its face, an Administrative Ser-
vices [Organization] plan is more palatable than bringing in Managed Care Organizations. The 
state retains more oversight and infrastructure in an ASO model versus a MCO model.”

She continued: “An ASO if designed the right way can make the business part of taking care  
of patients easier on the health care provider and leave the important health care decisions  
to the doctor and the patient, working collaboratively. “Under the ASO model proposed  
as DiamondCare, doctors are still in charge of patient care and the ASO is charged with  
administrative oversight to ensure efficient, quality care.”

Willing to Try

Ryan said Arkansas Health & Wellness Solutions is ready and willing to give it a try and has  
an advantage in that its parent company, Centene of St. Louis, operates in managed care  
environments in other states.

He also said he has competitors that are equally capable of serving as MCOs.

“That’s our business so, while it does take time, it’s not like we’re starting these things from 
scratch,” Ryan said. “It’s well-established. Managed care has been done in over 40 different states.

“The downside is that Arkansas has not been at the forefront of the managed care evolution. 
The upside is that we get to benefit from all the organizations like Centene and benefit from 
all the others states’ experiences and take best practices.”

If one of the proposed managed care plans were implemented, Ryan said, “We would come in 
and work, during that implementation period…with the stakeholders — providers, state agencies, 
the governor’s office, DHS, etc. — in making sure we understood how those reimbursement 
patterns work.”

In addition, he said, the insurer would have to obtain the appropriate license, which has yet to 
be established, to become an MCO.

Ryan James, spokesman for the Arkansas Insurance Department, said the agency currently 
regulates health maintenance organizations and could do the same for MCOs if they turn out 
to be similar to HMOs. But first, legislators would have to give the Insurance Department or 
another entity the authority to regulate MCOs, James said.

All the health care professionals agreed that they’d been given a fair chance to participate in 
the debate over the managed care plans.

Chancellor Rahn said he wanted state officials to know that UAMS is not a typical hospital 
because of its educational mission and cost structure.

He also said cost cutting in the Medicaid sector would create pressure to do the same in  
the commercial sector, and that needs to happen in sync so that providers can use the same 
methods regardless of which payer the patient has.

Ryan, of Arkansas Health & Wellness Solutions, said: “What I would say for the business 
community is that, in order to generate savings through our existing program, managed care 
is a great and very viable opportunity to do that. And that’s going to be helpful to the business 
community because, the more people that get the appropriate health care they need, the more 
viable the whole state environment and state economy is.”
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We’re glad providers acknowledge costs are rising under 
their status quo system. But don’t take our word for it. 
The Stephen Group, an independent consultant hired by  
the legislature, said the same thing.

< Not so fast. I thought we just agreed costs are rising? 
In fact, the Stephen Group said costs in Arkansas are  
rising much faster than our peer states...

< You forgot to attribute Hospital Association lobbyist 
and anti-reform advocate Jodiane Tritt here. 

Hey, this looks like a good subject for your next article. 

 to provide a patient-centered focus that ensures access to care and integrates 
all payment reform models.

Possible Addition: Without reform, traditional Medicaid  
(not Arkansas Works) will cost taxpayers an additional 
$1.7 billion by 2021.

Bravo Dr. Rahn! 
We agree, but healthcare providers  
like to guard their sandbox closely. 

The fee is negotiated through a transparent  
contract process with direct input from providers.

Yes, we’re happy to take the financial risk 
off taxpayers and put on us. 

Please see Status Quo definition below. 

Fallen short? Our thoughts exactly, Mr. Wroten.  
Sounds like the status quo isn’t working.

True. Paging Jodiane Tritt and David Wroten...

The competitive nature of an MCO bid ensures  
the best quality of care and accountability.

On this we agree. Please see earlier 
BILL OF RIGHTS definition. 

Like save money? Transfer the financial risk from 
taxpayers? Improve health outcomes?  

<Nice copy and paste from a lobbyist with 
no cited facts...

Wrong again, Mr. Wroten. Some of us are just willing 
to get our hands (or fingers) dirty working to clean 
up the state’s broken Medicaid system. 

ASOs are unproven. DiamondCare is merely  
a patchwork program designed to protect  
the financial interest of providers. Taxpayers  
will continue to bear the financial risk.

Did these health care professionals even read  
the Stephen Group report?  

Check out the results in Georgia - 1.3 million members 
with the lowest per-enrollee cost trend in the U.S.  
Total savings over five years is $4.33 billion, with  
quality of care improvements in many areas.

<<Nailed it - Better care equals a better workforce.  

Agreed. 

Their position is clear:  Oppose reforms which modernize Arkansas’ Medicaid 
program, offer accountability and generate significant savings to taxpayers. 

BOTTOM LINE:  Arkansas has an opportunity to go from “lagging”  
to “leading” in Medicaid with a focus on quality of care,  
performance-based payments, and improved health care outcomes.   
Personally, we’d love to see an article on that...

<<In other words, more of the same. Sigh.

<<<Now that’s an accurate statement. 

almost no 

1.4 billion opportunities

Despite offering no solutions, 

False. A financially unsustainable program isn’t 
“working” for taxpayers. Neither are these 
scare tactics designed to stall reform.

False. AGain, see BILL OF RIGHTS definition.    

Not gonna happen.
Nope.
Not a chance.    

Speaking of tax dollars...  
$1.4 billion in savings ain’t a bad start.

Possible follow-up questions:
1) How much money does the provider community plan  
  to save over the next five years with no reform?  
2) What exactly are these “methods” you speak of?
3) IF that’s true, why is the state spending approximately 
$280 million more per year than the savings attributed 
to the Governor’s Managed Care Proposal? 

While we’re talking numbers, your readers should know  
the Stephen Group said managed care can save the state  
$2.5 billion over five years when extended to all populations. 

True, which is why MCOs are eager for Arkansas  
to develop its own unique system.
MCOs serve over 49 million Americans in 40 states. 
Surely something has been a success!
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rs BILL OF RIGHTS - A binding agreement which guarantees  
provider payments will not be reduced below what they  
are today, and that patients will not be denied care.

STATUS QUO - A term often associated with anti-reform provider 
groups who wish to continue wasting taxpayer dollars and providing 
zero care coordination to our most vulnerable citizens. 

 An unproven model with no provider accountability and more risk to the state.


