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K E Y  F I N D I N G S

T H E  B O T T O M  L I N E :

TO REGAIN CONTROL OF ITS MEDICAID PROGRAM,  
ARKANSAS MUST REASSESS THE PRIVATE OPTION MODEL.  
STATE OFFICIALS SHOULD ALSO MOVE AGGRESSIVELY TO  
REMOVE INELIGIBLE ENROLLEES FROM THE PROGRAM. 

MEDICAID ENROLLMENT IS ALREADY AT  
AN ALL-TIME HIGH AND STILL RISING.

ARKANSAS’S PRIVATE OPTION MODEL  
HAS CAUSED MASSIVE ENROLLMENT  
OVERRUNS AND BUSTED BUDGETS.

THE PRIVATE OPTION MODEL HAS  
FAILED IN EVERY OTHER STATE.

PANDEMIC-RELATED POLICIES HAVE  
CAUSED ARKANSAS’S MEDICAID  

DILEMMA TO GET WORSE.
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Overview   
The Medicaid program was designed to offer a helping hand to truly needy Americans—vulnerable 
populations such as seniors, pregnant women, low-income children, and people with disabilities.1 
But the program has drastically deviated from its original purpose. 

As a result, the Medicaid program is reeling. Nationwide enrollment sits at an estimated 98 
million—a record high—and is on track to surpass 100 million in early 2023.2 Rather than focusing 
on the truly needy, federal and state lawmakers have opted to open the eligibility doors to able-
bodied adults—most of whom are not working and do not have children.3 

NATIONWIDE ENROLLMENT SITS AT AN ESTIMATED 
98 MILLION—A RECORD HIGH—AND IS ON TRACK 

TO SURPASS 100 MILLION IN EARLY 2023.

While these problems have existed for years, pandemic-related policies only made the situation 
worse, with millions of ineligible enrollees now siphoning resources away from the truly needy.4 Over 
the last three years, states were barred from removing ineligible enrollees from their programs due 
to the federal Medicaid handcuffs.5 But states will soon be able to begin the removal process starting 
April 1, 2023, and state officials should move aggressively to remove ineligible enrollees.6 This will 
help protect taxpayers and ensure resources are available for those in true need. 

In Arkansas, skyrocketing Medicaid enrollment and busted budgets have become impossible to 
ignore.7 Without a significant shift, Arkansas’s Medicaid program will continue to serve as a stark 
warning to both expansion and non-expansion states alike. 

Medicaid Expansion Has Been Draining Arkansas’s 
Resources for Years
In 2013, Arkansas took the bait and expanded Medicaid under ObamaCare.8 In doing so, Arkansas 
began offering benefits to a new class of able-bodied adults.9 

But Arkansas’s approach is different from other expansion states around the country.10 Arkansas 
utilizes the “private option,” a model that provides able-bodied adults with private health insurance 
plans purchased through the ObamaCare exchange and paid for with Medicaid dollars.11 The private 
option prioritizes able-bodied adults by providing them with better coverage than it provides to 
truly needy Arkansans, and it is also bleeding taxpayers dry.12 
 

IN 2013, ARKANSAS TOOK THE BAIT AND EXPANDED 
MEDICAID UNDER OBAMACARE. IN DOING SO,  
ARKANSAS BEGAN OFFERING BENEFITS TO A  

NEW CLASS OF ABLE-BODIED ADULTS.
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Original enrollment estimates claimed that only 250,000 able-bodied adults would be eligible for 
benefits under the private option model.13 But by 2022, there were nearly 340,000 able-bodied 
adults enrolled in Medicaid in Arkansas—an enrollment overrun of 36 percent.14 

Similarly, state officials initially estimated that Medicaid expansion would cost taxpayers $1.8 
billion over the first three years.15 But two and a half years later, cost overruns had already reached 
79 percent.16 Even worse, state officials projected that expansion costs could reach $6 billion from 
2014 through 2021.17 But unsurprisingly these estimates were inaccurate at best and misleading 
at worst. In fact, according to the Arkansas Department of Human Services, Medicaid expansion 
has already cost more than $10 billion since 2018—a cost overrun of 67 percent.18 

MEDICAID EXPANSION SPENDING HAS SHATTERED PROJECTIONS 
Projected versus actual cost of expansion per year

 

YEAR ESTIMATE ACTUAL COST

2018 $827,580,000 $1,836,728,503

2019 $827,580,000 $1,806,969,293

2020 $827,580,000 $1,894,329,581

2021 $827,580,000 $2,030,860,077

TOTAL $3,310,320,000 $7,568,887,454

Sources: Arkansas Department of Human Services

 
Since 2013—the year before expansion was implemented in Arkansas—Medicaid’s share of the 
budget as a percent of total expenditures has grown by 33 percent.19 In 2022, more than one in 
every four taxpayer dollars in Arkansas were spent on Medicaid—with expansion costing nearly 
$2.5 billion through November.20-21 All told, Medicaid spending in Arkansas has ballooned by 
60 percent since the year before expansion.22 

While traditional Medicaid expansion leads to cost overruns and busted budgets, the private 
option model used by Arkansas is even worse.23 An analysis by the Arkansas Department of Human 
Services concluded that the cost of coverage for private option enrollees was $661 per member 
per month—compared to just $260 for Medicaid enrollees receiving standard fee for service 
benefits.24 The Government Accountability Office conducted an analysis of Arkansas’s private 
option and found that “questionable methods” were used to make the proposal seem budget 
neutral—even though it could cost state taxpayers nearly $1 billion more than a conventional 
expansion model.25 

Overall, the Medicaid situation in Arkansas is dire. According to the most recent data, more than 
one in three state residents are receiving Medicaid benefits, creating an expensive culture of 
dependency statewide.26 The private option model only exacerbates the problem, which has 
caused other states to scrap it. 
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Other States Have Followed Arkansas’s Lead—And 
the Private Option Failed  
Only two other states have followed the Arkansas private option model of expansion—and both 
states abruptly ended the program due to mounting costs and a lack of insurers.27

In 2014, Iowa implemented a version of the private option that allowed able-bodied adults 
to purchase expansion benefits through the ObamaCare exchange.28 Unsurprisingly, less than 
a year later, the state ended the private option due to skyrocketing premiums and insolvent 
carriers.29 Indeed, one of the state’s two expansion insurers recorded a loss of $163 million in 
2014 alone, citing expansion as the reason.30 Facing similar issues, the other insurer pulled out 
and stopped accepting expansion enrollees altogether.31  

Only two other states have followed the Arkansas 
private option model of expansion—and both 

states abruptly ended the program due to 
mounting costs and a lack of insurers.

New Hampshire also experimented with a private-option-style expansion, but it was short lived.32 
After costs began to skyrocket, the legislature scrapped the waiver, and the state transitioned 
to conventional Medicaid expansion.33 State estimates indicated that by eliminating the private 
option, the program’s costs would decrease by more than half.34 

The jury is not out on the private option—only three states have implemented this style of 
expansion, and two have rejected it due to rising costs and a lack of solvent insurance carriers. 
Arkansas has been facing similar issues for years but has not yet rejected the failed model. 

Unfortunately, Arkansas’s Medicaid woes do not stop there. Pandemic-related policies placed a 
pair of handcuffs on states around the country, and Arkansas was not immune. 

PANDEMIC-RELATED POLICIES PLACED A PAIR  
OF HANDCUFFS ON STATES AROUND THE  

COUNTRY, AND ARKANSAS WAS NOT IMMUNE.
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Congressional Handcuffs Have Made Arkansas’s 
Medicaid Woes Even Worse  
As part of the Families First Coronavirus Response Act, Congress offered states a temporary 
increase to their traditional Medicaid funding.35 But this additional funding came with massive 
strings attached, as states had to surrender control over portions of their Medicaid programs.36 
In exchange for the small funding boost, states were barred from removing any enrollee from 
Medicaid, even those that the state knows are ineligible or committed fraud, unless the person 
left the state or voluntarily opted out of the program.37 

As a result, Medicaid enrollment exploded, reaching an estimated 98 million in December 2022—
an all-time high.38 Even more shocking, there are an estimated 22 million enrollees that do not 
meet eligibility criteria—resulting in nearly one in four Medicaid enrollees nationwide being 
ineligible for benefits.39 Costing an estimated $18 billion per month, these ineligible enrollees are 
draining taxpayers and siphoning limited resources away from the truly needy.40 

Costing an estimated $18 billion per month,  
these ineligible enrollees are draining  

taxpayers and siphoning limited resources  
away from the truly needy.

 
In Arkansas alone, there are an estimated 1.2 million people enrolled in Medicaid—with 
more than 205,000 ineligible enrollees as of December 2022.41 Ineligible enrollees are costing 
state taxpayers nearly $22 million per month, far more than is covered by the additional funding 
provided by the federal government.42 

Unsurprisingly, federal bureaucrats are encouraging states to slow walk removing ineligible 
enrollees. Bureaucrats are suggesting that states take up to 14 months to wrap up the process—
as well as encouraging states not to perform eligibility reviews on more than 11 percent of their 
total caseload a month.43 But state officials should aggressively remove ineligible enrollees as 
soon as possible to preserve limited resources for the truly needy. 

If Arkansas is to rebound from the problems plaguing their Medicaid program, state officials must 
take an aggressive approach to the redetermination and removal process.

IF ARKANSAS IS TO REBOUND FROM THE PROBLEMS 
PLAGUING THEIR MEDICAID PROGRAM, STATE OFFICIALS 

MUST TAKE AN AGGRESSIVE APPROACH TO THE 
REDETERMINATION AND REMOVAL PROCESS.
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THE BOTTOM LINE: To regain control of its Medicaid 
program, Arkansas must reassess the private option 
model. State officials should also move aggressively to 
remove ineligible enrollees from the program. 
Arkansas’s Medicaid problems are multipronged. By expanding Medicaid, Arkansas opened the 
door to massive enrollment hikes and uncontrollable costs. And by opting to use the private 
option model, these problems were only compounded. Making matters worse, congressional 
handcuffs left Arkansas officials without the ability to strengthen eligibility standards or remove 
ineligible enrollees. 

Fortunately, states may restart eligibility checks on February 1, 2023, and begin removals on 
April 1, 2023.44 Arkansas officials should move aggressively to remove ineligible enrollees as 
soon as possible. Despite federal bureaucrats encouraging states to take more than a year to 
finish the process, Arkansas taxpayers and the truly needy deserve better.

Fortunately, states may restart eligibility  
checks on February 1, 2023, and begin  

removals on April 1, 2023.

State lawmakers must also reassess the utility of the private option and determine whether 
Medicaid expansion is still right for Arkansas. 

These commonsense steps are urgently needed to address the Medicaid mishaps hurting the 
Natural State, and without action, the situation is only poised to get worse. 
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