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Financial stress affects rural hospitals, 2017-2020

Understanding the triggers driving 
hospital closures
Longstanding Pressures:
• Low reimbursement
• Staffing shortages
• Low patient volume
• Regulatory barriers
• COVID-19 pandemic

Inflation:
• Labor
• Drugs
• Supplies
• Equipment
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What happens when a 
rural hospital closes? 

Did You Know?
• Rural America includes approx. 63 million people, about 19% of the population 

and 97% of the geographic area of the USA
• There are 1,796 rural hospitals that support nearly 1.7 million jobs
• Every dollar spent by a rural hospital produces another $2.27 of economic 

activity
• A typical critical access hospital employs 197 community members
• Rural hospitals handle more than 18.5 million emergency visits
• Rural hospitals support 1:12 jobs in the U.S. and $220B in economic activity

Jobs

Access to 
primary care

Safe haven in times of 
emergency

24/7 care

Community partnerships to 
ensure wellness and total health
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“Whether they realize it or not, nonprofit hospitals and 
health systems are playing a new game. Health care’s 
new game centers on consumerism and value.”

-- David W. Johnson, HFMA Board of Directors.

Hospital VBP Domains & Relative Weights

Hospital Value-Based Purchasing
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Learning Action Network

40.9% of health care dollars in a composite of Categories 3 & 4 representing 
approximately 238.8 million Americans and 80.2% of the covered population.

ACOs: The Vanguard of Value-based Payment
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State Medicaid Accountable Care Organization Programs
Effective February 2018

States with active 
Medicaid ACO programs

States pursuing Medicaid 
ACO programs

As of July 2020, 57 million or 72% of all 
Medicaid beneficiaries received their care 
through comprehensive risk-based MCOs.

Medicaid Managed Care
As of July 2021, 41 states, including DC, 
contract with comprehensive, risk-based 
managed care plans to provide care to at least 
some of their Medicaid beneficiaries.

Five firms accounted for 50% of all Medicaid 
MCO enrollment.
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Medicare Advantage
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The Rural Response
What is on the Horizon?

The Rural Response
What is on the Horizon?

Advance Investment Payments

ACO Realizing Equity, Access, and 
Community Health (REACH) Model
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Bundled Payments for Care Improvement Advanced Model

The Rural Response
Advanced Payment Models

The Rural Response
Advanced Payment Models
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Statewide Rural Accountable 
Care Organization

IRCCO was established in 2014 and as an ACO in 2015 
as an investment model and in 2018 as a MSSP
• Membership includes 27 rural and CAHs, 55 RHCs and FQHCs 

and over 500 medical providers.
• Offering pre-payment of shared savings in both upfront and 

ongoing per beneficiary per month payments

Added incentive comes from participating in the 
BCBS-IL Intensive Medical Home (IMH) program
• Beneficiaries with complex and chronic health conditions
• Financial support to the IMH provider based on the number of 

BCBS members enrolled
• Based on claim information filed with BCBS
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Preparing in Advance for VBP: 8 Practical Steps
1. Annual Well Visit – Medicare pays for the visit
2. Care Coordination – Medicare will pay for chronic care management
3. Transitional Care Management – Hospital practices can bill for discharge 

planning of Medicare beneficiaries that go home
4. Advanced Care Planning – Hospitals can bill professional fees for physician 

providing advanced care planning (Advanced Directives)
5. Prevention Procedures – performing mammograms, colonoscopies, A1C 

testing for diabetes, other preventive programs
6. Tracking Specialty Care – Knowing the referral patterns of your practitioners
7. ED Visits – Monitoring repeat ED visits
8. Coding – Conduct a coding audit to evaluate if you are capturing acuity codes

These are all interventions and services hospitals/clinics can do today 
without being in an ACO or fully invested in value-based care programs.

– Pat Schou, CEO, ICAHN

Medicare flexibility

Maryland

Vermont

Pennsylvania

OneCare Vermont is 
currently the sole ACO 
operating in the state..

Allow global budgets to 
determine Medicare 
payment amounts to 
Maryland hospitals 

Allow global budgets to 
determine Medicare 
payments to participating 
Pennsylvania rural 
hospitals

All-payer model Novel test

Hospital global budgets to 
decouple hospital revenues 
from volume and incentivize 
prevention and wellness

ACOs at scale statewide to 
incent value and quality under 
the same payment structure 
throughout the delivery 
system

Hospital global budgets for 
rural hospitals and a deliberate 
plan to improve quality and 
efficiency across services and 
service lines

CMMI global budgets/all payer models
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Pennsylvania Rural Health Model
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Attributes That Make Global Budgets Attractive
• Guarantee a predictable revenue flow for the hospital and flexibility to allocate 

resources efficiently under the budget constraint
• Are well-suited for rural or relatively isolated hospitals that serve well-defined 

patient populations
• Can be applied to a group of hospitals that dominate a region
• Can help control year-over-year hospital expenditures through the regulation 

of allowed annual budget updates
• Can be adjusted to reflect demographically driven changes in demand for 

hospital services
• Are supportive of other budget-based efforts at cost reduction and health 

improvement, such as ACOs

Community Health Access and Rural 
Transformation (CHART) Model
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The Rural Response
Examples from the Field

The Rural Response
Examples from the Field

Improving Health and Wellbeing via Community 
Based Care Coordination
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Becoming a “Blue Zone” Advanced the Health of 
Klamath Falls, Oregon

Through collaboration with the Healthy Klamath Coalition, Sky Lakes Medical 
Center began a comprehensive effort to improve the health of the population 
culminating in the creation of Klamath Works and recognition as a Blue Zones 
Community for which they won the prestigious Robert Wood Johnson 
Foundation Culture of Health Prize.

Transitional Care 
Nursing Program

Reduces costs, while improving 
quality and enhancing the 

patient experience.
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Feeding the Residents of Hardeman County Tennessee
West Tennessee Healthcare Bolivar General Hospital

Hardeman County Health Council

The Rural Response
You Can’t Go it Alone

The Rural Response
You Can’t Go it Alone
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Affiliation
Management

agreement 

Payer/Provider 
Joint Venture

Merger/
Acquisition

Visiting 
Specialist

Telehealth
(Hub & Spoke)

Service Line 
Joint Venture

ACO/integrated 
network

“Simply put, we seek to ensure our continued independence by forming interdependent 
relationships with other healthcare providers. 

Pursuing integrated care delivery without integrating ownership.”

• Each remains independent, yet 
protected through an alliances structure

• Achieve economies-of-scale through 
joint purchasing and similar strategies

• Leverage current and future information 
technology investments

• Sustain members as they learn to thrive 
under new care models

• Develop care coordination and quality 
improvement using evidence-based 
clinical guidelines

• Work together to share opportunities 
and develop meaningful relationships
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New Models of Payment and Delivery in Action

Questions 
and 

Discussion
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Thank you

Brock Slabach
Chief Operations Officer
National Rural Health Association
bslabach@ruralhealth.us

John Supplitt
Senior Director, Rural Health Services
American Hospital Association
jsupplitt@aha.org
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