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Introduction 

Medicaid is the nation’s public health insurance program, providing coverage to approximately 1 

in 4 Arkansans, many of whom have complex and costly needs for care.1 The Medicaid program 

has continued to evolve and expand since its establishment in 1965, resulting in historic 

reductions in the number of Americans without health insurance coverage.  

Changes to the Medicaid program are frequently debated, including efforts to rein in costs while 

also ensuring sufficient access to quality care. To better understand the impacts of proposed 

changes, a thorough understanding of Medicaid and its history is critical. This explainer 

provides an overview of Medicaid in Arkansas, including its history, its financing structure, 

covered populations and benefits, and anticipated changes. 

History and Administration 

Medicaid is a jointly financed federal and state program which has historically provided 

healthcare coverage to the country’s low-income children and their parents, pregnant women, 

individuals with disabilities, and low-income seniors. In 1965, President Lyndon B. Johnson 

signed legislation establishing Medicaid and another program, Medicare, which provides 

coverage to Americans age 65 and over and some medically vulnerable populations. 

Established as Title XIX of the Social Security Act, the federal Medicaid law offered states the 

opportunity to match state dollars with federal funding to establish medical assistance programs. 

Prior to the passage of Title XIX, Arkansas had a limited program to provide medical care to 

indigent populations through Act 280 of 1939.2 In 1970, Arkansas chose to participate in the 
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federal option of Medicaid under the administration of Governor Winthrop Rockefeller, allowing 

the state to provide coverage to other low-income populations.  

The Arkansas Department of Human Services is the agency that oversees the state’s Medicaid 

program. The U.S. Centers for Medicare and Medicaid Services (CMS) administers the federal 

Medicaid program for the U.S. Department of Health and Human Services. CMS also authorizes 

federal funding levels, approves each state’s Medicaid state plan (i.e., the formal agreement 

describing how the state administers its Medicaid program), and ensures compliance with 

federal regulations. Since the late 1970s, Arkansas Medicaid has undergone many revisions to 

its state plan in order to meet the needs of changing populations and capitalize on opportunities 

for state innovation.  

Eligibility and Enrollment 

Arkansas Medicaid functions as a safety net for low-income residents and certain groups with 

special needs, including children from low-income families (who receive coverage through the 

ARKids First program; see below); individuals who have developmental disabilities and/or 

serious mental illnesses; frail, elderly adults with limited financial resources; and those who 

qualify as disabled and receive benefits through the federal Supplemental Security Income 

program. These eligibility groups are often divided into two categories: (1) those whose eligibility 

is determined using the modified adjusted gross income (MAGI) method, which generally 

includes children, pregnant women, parents and caretaker relatives, and adults covered through 

Medicaid expansion (see below); and (2) those whose eligibility is determined by the non-MAGI 

method, which generally includes individuals receiving Supplemental Security Income, elderly 

adults, individuals with disabilities, and individuals receiving long-term services.3  

In May 1997, Arkansas submitted its proposal for ARKids First, a program to expand coverage 

to children in families with incomes up to 200% of the federal poverty level who were not eligible 

for traditional Medicaid coverage. On a parallel track in the same year, Congress established 

the State Children’s Health Insurance Program (CHIP) to extend healthcare coverage to 

children of low-income families. To align ARKids First with federal Medicaid and CHIP eligibility 

rules and funding regulations, the program was separated into ARKids A and B in 2000.4 

ARKids A is Medicaid coverage for eligible children, while ARKids B is CHIP coverage for 

children who are not eligible for Medicaid.5 Whether a child participates in ARKids A or B is 
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based on the family’s income. There is no cost sharing when a child participates in ARKids A; 

for ARKids B, co-payments are required for some services. 

Arkansas has historically maintained strict eligibility requirements for Medicaid enrollment. 

Eligibility is based on many factors, including income, state residency, and disability status. 

Before Arkansas opted in to Medicaid expansion under the Patient Protection and Affordable 

Care Act (ACA) in 2014, coverage was generally limited to certain categorical groups. These 

limited eligibility groups included children, pregnant women, people with disabilities, older 

adults, and some parents or caretaker relatives with very low incomes. Many states used waiver 

authority to expand access to additional low-income adults, but prior to Medicaid expansion, 

Arkansas largely did not.6  

In 2018, Arkansas became the first state to implement Medicaid work requirements as a 

condition of eligiblity, though the requirements were shortly discontinued following a federal 

court decision. Figure 1 shows statewide trends in Arkansas Medicaid enrollment since 2018 for 

individuals enrolled in full-benefit plans. Figure 2 shows the percentage of Arkansans enrolled in 

Medicaid by region in February 2026. 

FIGURE 1: ARKANSAS MEDICAID AND CHILDREN’S HEALTH INSURANCE PROGRAM (CHIP) 
ENROLLMENT TRENDS, 2018-20261 
 

 

Note: Enrollment numbers for 2018-2025 are based on the average monthly enrollment in Arkansas 
Medicaid (including expansion enrollees) and CHIP (discussed below) per year. Enrollment for 2026 is 
based on the number of enrollees in January 2026 due to the lack of more recent CMS data available at 
the time of this publication.  
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FIGURE 2: PERCENTAGE OF POPULATION ENROLLED IN MEDICAID AND CHIP BY REGION, 
FEBRUARY 20267  

 

Note: Regions represent Arkansas Division of Country Operation Service Areas. 

Spending  

Medicaid spending varies considerably by enrollee age group. For example, although seniors 

represent a small percentage of overall enrollment in Medicaid (see Figure 3), expenditures per 

senior enrollee far exceed those of children. In 2023, the average annual cost of covering a 

senior enrollee was $12,816, compared to $2,864 for the average child, even though almost all 

senior Medicaid enrollees are also eligible for Medicare.8,9 The difference in average 

expenditures is largely due to long-term services and supports. Medicare covers only time-

limited skilled nursing facility stays for rehabilitative purposes, whereas Medicaid covers long-

term services and supports, including institutional care in a nursing facility and home- and 

community-based services that are designed to enable people to stay in their homes rather than 

moving to a facility for care. 
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FIGURE 3: ARKANSAS MEDICAID EXPENDITURES BY ENROLLMENT GROUP, FISCAL YEAR 
20238,9  

 

 

Note: Enrollee percentages do not add up to 100 due to rounding. 

Financing  

Medicaid financing traditionally has been a shared responsibility between states and the federal 

government. For most Medicaid services, the federal share is based on the federal medical 

assistance percentage (FMAP), determined annually by the Department of Health and Human 

Services.10 A state’s FMAP rate is calculated based on a state’s average per capita income, with 

lower-income states receiving greater federal assistance. A state’s FMAP, or the percentage of 

Medicaid costs paid by the federal government, must be between 50% and 83%. For fiscal year 

2027, state FMAPs range from 50% to 77%.11 During the COVID-19 pandemic, states received a 

temporary 6.2 percentage point FMAP increase.12 Arkansas’s average FMAP between fiscal 

years 2020 and 2023 was 77.6%, while its average FMAP between fiscal years 2024 and 2027 

was 70.7%.11  
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FIGURE 4: ARKANSAS MEDICAID EXPENDITURES, FISCAL YEAR 202412 

 

Arkansas funded nearly 25% of Medicaid program-related costs during the 2024 fiscal year, with 

the federal government providing the remaining funds (see Figure 4).12 State funding for 

Medicaid comes from appropriated general revenues, drug rebates, recovered funds, license 

fees, and the Medicaid Trust Fund.13  

Services 

State Medicaid programs must cover the following mandatory benefits to receive federal 

matching funds:14 

• Inpatient hospital services 

• Outpatient hospital services 

• Early and periodic screening, 

diagnostic, and treatment (EPSDT) 

services 

• Nursing facility services 

• Tobacco cessation counseling for 

pregnant women 

• Physician services 

• Rural health clinic services 

• Home health services 

• Laboratory and X-ray services 
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• Freestanding birth center services 

(when licensed or otherwise 

recognized by the state) 

• Family planning services 

• Nurse midwife services 

• Transportation to medical care 

• Certified pediatric and family nurse 

practitioner services 

• Federally qualified health center 

services 

• Medication-assisted treatment 

(MAT) 

• Routine patient costs of items and 

services for beneficiaries enrolled in 

qualifying clinical trials 

• Concurrent care for children while 

receiving hospice care

Along with mandated federal benefits, states can also provide optional benefits to their Medicaid 

populations. Optional services in Arkansas include prescription drug coverage and services that 

allow beneficiaries to receive care in home- or community-based settings.  

Medicaid Expansion 

The Patient Protection and Affordable Care Act of 2010 required states to expand Medicaid 

coverage to adults earning up to 138% of the federal poverty level, although a 2012 U.S. 

Supreme Court ruling made expansion optional. For states that chose to expand coverage, the 

federal government would cover 100% of expansion costs for the first three years of 

implementation, with the federal match later decreasing to 90%. In 2014, Arkansas implemented 

a unique version of Medicaid expansion through the Arkansas Health Care Independence 

Program, commonly known as the “private option.” Rather than covering newly eligible adults 

through traditional Medicaid, Arkansas used Medicaid funds through premium assistance to 

purchase qualified health plans offered through the Health Insurance Marketplace. This 

approach required a Section 1115 Medicaid demonstration waiver, a type of waiver that allows 

states to test care delivery and financing models that promote the goals of Medicaid. 

Arkansas’s expansion program has continued under different names and is currently known as 

Arkansas Health and Opportunity for Me (ARHOME). As of February 2026, ARHOME reported 

226,758 enrollees, making it the second-largest Medicaid eligibility group after ARKids A 

(307,292).7  

The current ARHOME demonstration waiver is approved through December 31, 2026. In April 

2026, the Arkansas Department of Human Services (DHS) applied to extend the ARHOME 
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program waiver through 2031. The application proposed continuing ARHOME, implementing 

new work and community engagement requirements for certain enrollees, in alignment with 

requirements under the federal budget reconciliation law, H.R. 1, and expanding the Life360 

HOMEs program.15,a In July 2026, CMS verbally informed Arkansas officials that the state’s five-

year Medicaid expansion renewal request would not be approved.16 DHS officials have reported 

the request was denied because of new, stricter rules under H.R. 1 regarding budget neutrality, 

which requires that ARHOME not cost the federal government more than it would spend without 

the program.17,18 

DHS has requested a two-year temporary extension of the waiver to allow the state time “to 

wind down the existing program while simultaneously designing and implementing a new 

Medicaid delivery system” as well as to transition beneficiaries from the existing program.17 If an 

extension is not granted, how the program will be administered is in question. However, DHS 

officials have indicated that beneficiaries will continue to receive some form of Medicaid 

coverage.19  

Medicaid Service Delivery and Payment Models  

States use a variety of delivery models to provide Medicaid services. In a fee-for-service (FFS) 

model, the state establishes a provider network and pays providers directly for covered 

services. In a managed care model, a state contracts with managed care organizations that 

receive a set per-member, per-month payment to arrange and pay for covered services.  

Nationally, managed care is the dominant service delivery mechanism used by state Medicaid 

programs. As of July 2024, 41 states (including Arkansas) and the District of Columbia 

contracted with comprehensive, risk-based managed care plans to provide care to at least some 

of their Medicaid beneficiaries.20 Under Medicaid managed care, required Medicaid health21,22 

 
a Life360 HOMEs provides additional support to ARHOME enrollees in at-risk and/or 
underserved populations, including young adults at risk of poverty and poor health outcomes 
(Success Life360), pregnant women (Maternal Life360), and those living in low-access rural 
areas (Rural Life360).21 Arkansas’s ARHOME waiver renewal application proposed an 
expansion of Maternal Life360 provider eligibility in an effort to increase access to the program 
for mothers in “maternity care deserts,” i.e., areas without any hospitals or birth centers offering 
obstetric care and without any obstetric providers.15,22 
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benefits and any supplemental services are provided through contracted arrangements between 

state Medicaid agencies and managed care organizations (MCOs).  

Arkansas uses managed care more narrowly than many states. In fiscal year 2024, MCO 

spending accounted for 9% of total Arkansas Medicaid spending.23 This percentage reflects 

spending for two managed care programs, the Provider Led Arkansas Shared Savings Entity 

(PASSE) program, which serves Medicaid beneficiaries with complex behavioral health, 

developmental, or intellectual disabilities, and the Healthy Smiles program, which managed 

dental services until those services were moved to the FFS model on November 1, 2024.13 As 

of July 2026, the PASSE program is the only managed care program offered through Arkansas 

Medicaid.24,25 The PASSE program is managed through four different MCOs: Arkansas Total 

Care, CareSource, Empower Healthcare Solutions, and Summit Community Care.26 

 

Under the PASSE program, Arkansas Medicaid pays approved provider-led entities a set per 

member per month payment to coordinate care and pay for covered services for enrolled 

beneficiaries.25 PASSEs assign each enrollee a care coordinator who serves as a liaison 

between the enrollee and the PASSE and works with the enrollee’s family and providers to 

develop a person-centered service plan that identifies preferences, goals, and choices.  

Recent Federal Changes to Medicaid Requirements 

The passage of the budget reconciliation law, H.R. 1, in 2025 resulted in many new financing 

and eligibility regulations for the Medicaid and CHIP programs. Many provisions will take effect 

in late 2026.  

MEDICAID ELIGIBILITY AND ENROLLMENT 

One of the broadest eligibility changes in H.R. 1 was the creation of the work and community 

engagement requirements. Medicaid expansion adults will be required to complete 80 hours a 

month of employment or community service, or be enrolled in an education program at least 

half-time (as determined by the institution).27,28 Exemptions exist for certain populations, 

including pregnant women, disabled veterans, and individuals who are “medically frail;” 

however, questions remain about how some exemptions, including the medically frail 

exemption, will be interpreted and implemented. States must implement these new regulations 

by January 1, 2027. Arkansas’s pending 1115 waiver application outlines the state’s plan for 

compliance with these new eligibility rules.15  
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Beginning January 1, 2027, H.R. 1 also requires states to conduct Medicaid eligibility renewals, 

also known as redeterminations, for Medicaid expansion adults every six months, rather than 

once every 12 months as under prior law.29 Other Medicaid eligibility groups will generally 

remain on a 12-month renewal cycle.  

H.R. 1 eliminates Medicaid eligibility for some lawfully present immigrant groups, including 

refugees and trafficking survivors, while preserving eligibility for others.30 Beginning October 1, 

2026, eligibility will be limited to lawful permanent residents, Cuban and Haitian entrants, 

lawfully residing children and pregnant women, and lawfully residing citizens of the Freely 

Associated States under the Compacts of Free Association (COFA), which include the Republic 

of the Marshall Islands, the Federated States of Micronesia, and the Republic of Palau. The 

COFA distinction is particularly relevant in Arkansas, which is home to the largest Marshallese 

population outside of the Marshall Islands.31 

MEDICAID FINANCING 

Medicaid financing reform has been a recurring topic at the federal level, with recent legislation 

and proposed rules focused on federal spending, eligibility, and state financing mechanisms 

such as provider taxes and state-directed payments (SDP).32,33 SDPs are payments for 

Medicaid managed care services made directly between the state Medicaid program and the 

service provider.  

H.R. 1 includes several Medicaid financing provisions, including limits on SDP arrangements. 

For expansion states, certain SDP payment ceilings are limited to 100% of Medicare payment 

rates; for non-expansion states, the ceiling is 110% of Medicare payment rates.34 CMS has 

issued a proposed rule to implement these SDP limits. The proposal would eventually apply 

payment-rate limits to all SDPs and certain fee-for-service payments. Some existing or pending 

SDPs could be temporarily grandfathered, but those payments would be phased down over 

time.35 Arkansas will not be affected by this provision, as the state does not currently utilize 

SDPs.36  

H.R. 1 also changes provider tax rules for expansion states. Provider taxes are taxes or fees 

imposed on healthcare providers, such as hospitals or nursing facilities.37 These taxes are used 

to support state financing for Medicaid programs as eligibility and provider reimbursement rates 

shift. Beginning October 1, 2028, the threshold for provider taxes imposed by expansion states 

will be lowered by half a percentage point every year until October 1, 2032, when the new tax 
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threshold will equal 3.5%. Taxes on nursing facilities and intermediate care facilities are exempt 

from reduction if they are in effect by October 1, 2026, and do not exceed the previous 6% hold 

harmless threshold.34 In Arkansas, the ambulance tax is the only non-exempt tax above the 

3.5% save harbor threshold.37  

H.R. 1 will also reduce federal financing for Emergency Medicaid, a reimbursement program for 

emergency medical services provided to uninsured noncitizens who would be eligible for 

Medicaid but for their immigration status.38 Taking effect October 1, 2026, this provision will 

eliminate the 90% federal Medicaid match rate for states providing emergency care to 

noncitizens who would be eligible for Medicaid expansion coverage if not for their immigration 

status. Instead, states will receive their regular Medicaid match for those services.34  

Conclusion 

Medicaid is a healthcare safety net for some of Arkansas’s most vulnerable populations. 

Medicaid serves older adults, people with disabilities, children, pregnant women, and individuals 

for whom private healthcare coverage is financially out of reach. It is also a major state-federal 

financing structure that supports healthcare providers and services across the state.  

Federal changes to Medicaid eligibility and financing could impact enrollment and program 

design in Arkansas. ACHI will continue to monitor healthcare coverage changes for Arkansans 

as implementation occurs.  
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