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INTRODUCTION

Health care reform is complicated and one size may not fit all. This report is one of a
series produced by the Arkansas Center for Health Improvement (ACHI) that will shed
some light on how reform will help or hurt Arkansans.

In this report, we outline how things stand in our state, including information about the
economy, health care costs and insurance coverage. From this information, we can
identify specific needs in Arkansas that must be met for health care reform to work for our
citizens.

ARKANSAS ECONOMY

In This Report:

Arkansas is built on a foundation of strong rural economies, successful small business,
and a large self-employed population. During 2008, there were 61,139 private-sector

* What does the employer- businesses in Arkansas. More than half (56%) of Arkansas private-sector
sponsored health insurance businesses employed fewer than 10 people. An estimated 993,395
system look like in Arkansas, Arkansans are employed by private-sector business' and there are approximately

including unemployment rates, 180,000 self-employed US citizens in Arkansas?.
the size of businesses in our

state and the number of peo-

ple who don’t have insurance . . .
coverage? Private-Sector Business Size In Arkansas

o How will Arkansans be
affected by health care reform,
considering general level of
education, homeownership,
foreclosure rates, medical
bankruptcy and the amount of
money Arkansans earn?
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Source: Agency for Health Care Research & Quality, Center for Financing, Access and Cost Trends

UNEMPLOYMENT Arkansas Labor Force Statistics:
Unemployment Rate by County
As of June 2009, the current state labor (June, 2009)
force consists of 1,390,300 of Arkansas’
estimated 2,855,390 population. Of
those, 1,285,700 are employed and
104,6000 are unemployed. This
accounts for an unemployment
rate of 7.2%—a 2.2% increase

over June 20083.

In addition to a 2.2% increase in unem-
ployment, job growth for a large portion
of employed Arkansans is expected to
decline in the next year.

Higher unemployment rates,
and reduced job growth means
more Arkansans will not have

. Rate 5-7 g-10 [N 1113 N 14+
access to employer-provided
health coverage. Source: Discover Arkansas. www.discoverarkansas.net
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Eighteen percent of Arkansans PUBLIC PROGRAMS Profile of Insurance Coverage in Arkansas

are uninsured, and 69.5% of _
Arkansas has been a national

th.ose uninsured are in families leader in reducing the rolls of Income Private Insurance
with at least one full-time worker. | yninsured children. With the

> . S 300%
The number of Arkansans with employer- cre:lzl(tlon of ARKids I;rst in 199? FPL )
provided coverage declined from 57% to Ar_ansas cut_t erateo Currently Uninsured:
53% between 2000 and 2007¢. Much of uninsured children from - ~500,000 .
this decline is among workers in small 21% in 1997 to 9% in Zlgg:/"_ ARKids e
businesses. While 75% of Arkansas busi- 2009° First B =
nesses are considered small®, only 29% ’ 2
offered health coverage benefits in 2006, An aging, poorer population, with 100%
down 3% since 2000°. less opportunity for employer- FPL |

provided coverage, has greater F

HIDDEN TAX need for public programs. FirstA

(Medicaid)

Part of the reason for the cost-created gap In Arkansas, 21.5% of the
in coverage is that Arkansas businesses and non-elderly population 0 10 20 30 40 50 60 70 Age
families shoulder a hidden health tax of i .

roughly $1500 per year on premiums as a benefits from public
direct result of subsidizing the costs of the |COverage.

uninsured’. This phenomenon will spiral
as the number of individuals who drop
coverage because they cannot afford it
increases, leading to more uninsured costs
for the insured to subsidize.

However, despite the increasing need for health care access, many Arkansans do not
qualify for public programs with eligibility rates restricted to an annual income of $3,060
(17% of the 2009 FPL), and to those who are disabled and have very limited resources' 2,

Non-Elderly Public Program Eligibility and Coverage

At some point, insurance will become

unaffordable to all and no one will be left to 0 .

pay for the uninsuredii bankrupting the Non-Elderly Eligibility as a Percent of % OfE.II-g;?': Non

health care system. the Federal Poverty Level, 2009 erly
Population with

Household budgets are strained by these Public Coverage,

high costs; 27% of middle-income 2006-07

Ahrkansa},S f?:ml.:h.es.Spend more Children Working Pregnant

than 10% of their income on Parent Women

health care®.

A recent study shows that the Arkansas United 200% 68% 133% 16.40%

economy loses between $1.2 billion and States

$2.4 billion due to “uninsured Americans

who live shorter lives and have poorer Arkansas 250% 17% of FPL 200% 21.50%

health.”
Source: Kaiser Commission on Medicaid and the Uninsured

HEALTH CARE IN ARKANSAS
RURAL POPULATION

Arkansas is a largely rural state based on the number of people living in places with less than 2,500 residents. In Arkansas, 48%
of the population live in rural areas, while nationally, only 21% are identified as rural's.
The rural nature of the state affects Arkansans in many ways, from access to primary care providers to limited educational opportunities.

Where health insurance is concerned, these factors include the high cost of insurance in the individual market, higher insurance
premiums in rural areas, less employer-provided insurance, lower incomes and higher rates of poverty.

Together these things increase the likelihood that rural residents are either without insurance, are without adequate insurance, or remain
uninsured for longer periods of time—all factors that negatively affect health™.

HEALTH CARE COSTS Cost and Contributions for Employer-sponsored Insurance

. . Family Premium Costs Single Premium Costs
Average h_ealth premll!ms for family for Employer-sponsored for Employer-sponsored
coverage in Arkansas increased over Insurance 2006 Insurance 2006
five times the rate of wages from Health Care Average Average Average Average
2000 to 2007". wages increased by 11.6% or Expenditures Family Employee Single Employee
$2,364 while premiums increased by 65.8% or per person, | Premiums | Contribution | Premium | Contribution
$4,179'. 2004
Nationally, employees pay 25% of the average
premium cost. In Arkansas employees pay an $4,863 $9,928 32% $3,567 20%
average 32% of the cost of their coverage. $5.283 $11.381 25% $4.118 19%

Arkansans pay the second highest

premium share in the country”"s Source: Medical Expenditure Panel Survey, 2006 and Centers for Medicaid and Medicare Services.




FAMILY INCOME

We know that lower income workers are
more likely to face unemployment than
those in the higher income range and
that level of education effects income.
In Arkansas, 80% of individuals 25 years
or older have at least a high school
education, while only 18.7% have a
bachelors degree or higher'2,

Education Attainment for 2008.

Unemployment
Rate in 2008
(Percent)

been used to measure whether families
have enough income to meet basic
needs.
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1.7%

2.4%

2.8%

3.7%
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Source:

The median income for a
family of 4 in Arkansas is
$52,185 compared to $70,354
nationally. Arkansas ranks
second from the bottom
across the United States?'.
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Little RockN Little RockConway, AR

Two Parents, Two Children (2007)

Most researchers now agree that a ltem Cost
“poverty line” income is not sufficient -
to support most working families. Monthly Housing $678
The Economic Policy Institute has Monthly Food $643
Median Weekly Earnings for U.S. Workers Ages 25 and Older, by Monthly Child Care $691
Monthly Transportation $482
Education Level Median Weekly Monthly Health Care $393
:Eamingi in 2008 Monthly Other Necessities | $318
Dollars
Doctoral degree $1,555 Monthly Taxes $212
Professional degree $1,522 Monthly Total $3,417
Master's degree $1,228 Annual Total $41,008
Bachelor's degree $978 Rural Arkansas
Associate degree $736 Two Parents, Two Children (2007)
Some college, no degree $645 ltem Cost
High school graduate $591 Monthly Housing $504
Less than a high school diploma | $426 Monthly Food $643
Bureau of Labor Statistics, Current Population Survey, 2008. Monthly Child Care $632
determined the income needed for Monthly Transportation $524
different types of families to make ends | Monthly Health Care $418
meet by community and family size. —
The basic family budget?? includes only Monthly Other Necessities $281
the amounts a family needs to spend to Monthly Taxes $ 90
feed, shelter, and clothe itself, get to
work and school, and survive in 21st Monthly Total $3,113
century America. It doesn’t include Annual Total $37.338
savings, restaurant meals, funds for -

How does the average Arkansas family
of 4 spend their dollar? The federal
poverty line (FPL) has traditionally

emergencies—not even renters’
insurance to protect against fire, flood
or theft.

Source: Economic Policy Institute, Basic Family Calculator

HOMEOWNERSHIP

For many families, owning a home is their greatest asset. Today in
Arkansas approximately 746,000 (68%) of housing units are owner-
occupied and 350,000 (32%) are renter-occupied?. These numbers

are similar to national figures; however, the median home
value in Arkansas is $107,000, while the national
median value is about $186,500%. And, Arkansas’ aver-

age year-to-date home sales price has fallen —dropping 4.39% from
June 2008 to June 2009%.

FORECLOSURES

Foreclosures can be a strong indicator of financial and economic
distress. Using June 2009 figures, Arkansas ranks 23
nationally with 1 foreclosure for every 772
housing units compared to 1 for every 380 homes
nationally?®.

Regionally, foreclosure rates were lowest in Mississippi at 1 in
every 1662 homes.

A new survey shows that more than 25% of individuals facing
foreclosure indicated that housing problems resulted from medical
debt, including the inability to make rent or mortgage payments
and the development of bad credit ratings?. About 1.5 million
families lose their homes to foreclosure every year due to unafford-
able medical costs®.

Regional Foreclosure Rates

(June 2009)

1/every X housing unit
United States 380
Arkansas 772
Louisiana 1280
Mississippi 1662
Missouri 851
Oklahoma 1253
Tennessee 583
Texas 785

Source: RealtyTra¢ June 2009
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Any health care reform legislation must include options that provide comprehensive, affordable, and continuous coverage in ways that
are comparable to larger group coverage. A key issue is how insurance is made affordable to those who need assistance with cost. How
subsidies are structured and who receives them fundamentally affect rural areas for both public and private health insurance issues.
Creating a stable and secure health care system for Arkansas will require lowering costs for residents of Arkansas. Key elements include:

. ending the hidden premium tax;

e providing health insurance premium relief;

e supporting employers by strengthening small business access to affordable insurance;

e eliminating lifetime caps on coverage, limiting out of pocket expenses, and guaranteeing choice and portability;
e eliminating discrimination for preexisting conditions and health status;

e establishing information platforms that will allow individuals and families to easily and simply compare insurance prices and health
plans to decide which quality affordable option is right for them.

A MODEL TO CONSIDER

Three years ago, Arkansas piloted ARHealthNetworks, a program designed to reduce the number of uninsured, low-income workers
employed by small businesses.

ARHealthNetworks is:
e anew health care coverage program designed to help qualified small businesses, with low income workers, provide an
affordable package of health benefits to their employees
e the first true partnership between the federal government, state government and private business to offer health insurance
to uninsured workers
e the first acknowledgment of a Medicaid linkage between public health and healthcare costs

ARHealthNetworks is available to businesses with 1 to 500 employees who have not been offered a group health plan in the past 12
months or longer.

The plan is only available to working Arkansans (ages 19 to 64 years) who are Arkansas residents and US citizens through qualified
employers or as an individual plan.

Monthly premium costs vary based on a number of factors, including age, gender and income. Premiums for subsidized participants is
approximately $25; non-subsidized $250.

ARHealthNetworks provides a limited package of the most needed and used benefits, including:
e 7 inpatient days per year

e 2 major outpatient services per year, including emergency room and major services performed in the office
e 6 physician office visits per year

. 2 prescriptions per month

e Maximum annual benefit of $100,000 ARHealthNetworks

L] renewable each 12 months Enro"ment Snapshot

Pharmacy Benefits:
e  Subject to co-pay (but not deductible)

e $5 generic, $15 brand formulary, $30 brand 8000

non-formulary 6000
o Program administered by Express Scripts ]
e Wide choice of pharmacies (no mail order) 4000

" . 2000
Additional Facts: 0 __-l I [ ] -

e No medical underwriting T T 1
e No one can be turned down for coverage for 2007 2008 2009
existing medical issues
o No waiting period for initial enrollment
e Benefits begin immediately BGroups Enrolled DOARHealthNetworks Enroliment

Source: NovaSys Health, ARHealthNetworks Report

The Arkansas Center for Health Improvement (ACHI) is a nonpartisan, independent health policy center dedicated to improving the
health of Arkansans. It is jointly supported by the University of Arkansas for Medical Sciences, the Arkansas Department of Health,
Arkansas Blue Cross and Blue Shield, and Arkansas Children’s Hospital. For more information, visit our website at www.achi.net.

1401 W. Capitol Avenue, Suite 300, Little Rock, AR 72201. (501) 526-2244

Data analysis for this report was provided in part by the Arkansas Health Data Initiative
developed by ACHI.
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