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Introduction
Disparities exist in the livelihood and opportuni-
ties for people living in America’s rural communi-
ties. These differences result in a much sicker rural 
America compared to its urban counterpart. Rural 
counties have higher rates of smoking, obesity, child 
poverty, and teen pregnancies than urban counties.1 
More uninsured adults live in rural areas, causing 
rural hospitals to close and/or cut vital services such 
as obstetrics care.2 Rural hospitals also provide fewer 
mental health services.3 The result is Americans living 
in rural areas are more likely to die from the five lead-
ing causes of death than those living in urban areas: 
heart disease, cancer, unintentional injuries, chronic 
lower respiratory disease, and stroke.4 Depending on 
the definition of rural, between 46-60 million people, 
or approximately 15-20 percent of the U.S. popula-
tion, live in rural communities.5 Rural communities 
exist in nearly every state with great variability in their 
culture, economics, and social conditions. In fact, 97 
percent of the country’s land mass is rural.6 

Despite the ubiquity of rural America, much of the 
discourse surrounding these communities focuses 
on dissolution rather than reinvigoration. Headlines 
over the past year have included, “The real (surpris-
ingly comforting) reason rural America is doomed 
to decline,”7 “The Hard Truths of Trying to ‘Save’ the 
Rural Economy,”8 and “Rural America is the New 
‘Inner City.”9 These headlines are part of a growing, 
mostly urban, discourse on whether rural communi-
ties are worth saving at all. 
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The dialogue on rural communities needs to change. 
America’s rural residents deserve more attention. 
With a 2020 election focused on defining the future of 
this American century, a new energy and focus should 
be spent on designing, capturing, and spreading exist-
ing and new innovations occurring in rural communi-

ties. These innovations need a nonpartisan unifying 
force — an issue central to the thoughts and actions 
of all citizens. This unifying issue also needs to inter-
sect seamlessly with other social and political areas 
in a manner by which its improvement also improves 
other levers of society. 

In anticipation of the 2020 election, it is clear the 
top issue on the minds of voters is health and health 
care.10 The incredible challenges recently brought on 
by the COVID-19 pandemic have only magnified its 
importance. Health scholars also know that health is 
influenced by both the provision of health care and the 
conditions by which people are born, grow, live, work, 

and age — collectively referred to as the social deter-
minants of health.11 Attention is now being focused 
on poverty, lack of insurance, low educational attain-
ment, unsafe or unstable housing, poor nutrition, and 
unemployment — all of which are social conditions 
directly linked with shorter lives, as well as dispari-

ties in health care access and outcomes.12 
Substantial value exists in focusing the 
energy of innovation in rural communi-
ties around health — working towards 
building a novel and sustainable policy 
approach aimed at reducing disparities 
and achieving health equity. 

This paper aims to provide a frame-
work for policy solutions to build a 
healthier rural America. First, the authors 
describe in detail the health challenges 
occurring in rural communities and the 
great disparity that exists between rural 
and urban health measures. Second, they 
describe the varying definitions of rural 
and how this inconsistency in definition 
leads to greater difficulties in solution 
design. Third, the authors describe the 
current state of rural health policy, espe-
cially as it relates to current payment 
mechanisms for hospitals and providers. 
Finally, they describe innovative policies 
and practices in states addressing rural 

health challenges and how many of them could be a 
model for the country.

Rural Health Disparities
Rural Americans face a variety of complex health 
issues, many of which occur at higher rates in rural 
communities compared to urban communities,13 and 
the health gap continues to widen.14 In recent years, 
disparities in life expectancy and mortality have grown, 
further worsening the health outcomes of individuals 
living in rural America.15 According to the Centers for 
Disease Control and Prevention (CDC), many of the 
causes of death that disproportionately affect rural 
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areas could have been prevented, including as many as 
25,000 deaths from heart disease, 19,000 from can-
cer, and 12,000 from unintentional injuries.16 

Rural-urban disparities also present in children’s 
health outcomes. Rural children have a higher rate of 
exposure to adverse childhood experiences, including 
parental separation/divorce, parental death, house-
hold incarceration, household violence, household 
mental illness, household substance abuse, and eco-
nomic hardship.17 An example of an adverse child-
hood experience that children encounter is poverty. 
Whereas 17.7% of urban children lived in poverty in 
2017, 22.8% of rural children lived in poverty, a rate of 
1.3 times greater.18 

Consequently, adverse childhood experiences could 
have both an immediate impact during childhood 
and contribute to poor adult health outcomes. Higher 
mortality incidence exists in rural counties compared 
to urban counties for infants, children, and young 
adults.19 Fontanella et al.20 found that suicide rates for 
adolescents are higher in rural than in urban commu-
nities. Such findings paint a challenging picture for 
rural youth. 

The reasons behind these rural-urban health dis-
parities start with the challenging socioeconomic 
conditions of many communities. A higher percent-
age of children in rural areas compared with urban 
areas have parents who experience financial difficul-
ties meeting basic needs such as food and housing.21 
Children in rural areas also more often lack amenities 
and live in neighborhoods in poor condition.22 These 
poor socioeconomic conditions lead to rural residents 
having a poor foundation to build healthy lives.

In addition, the rural health disparities become 
magnified when you also add the smaller and often 
under-resourced healthcare infrastructure.23 Specifi-
cally, rural communities struggle with healthcare cov-
erage,24 workforce shortages,25 and delays in accessing 
treatment.26 

Beginning with health insurance, individuals living 
in rural counties have significantly lower healthcare 
coverage than those living in suburban and medium-
sized communities.27 Another factor is that rural com-
munities are simply under resourced with healthcare 
providers. For instance, Petterson and colleagues 
reported that rural areas only have about 68 primary 
care physicians per 100,000 people, compared to an 
average of 80 per 100,000 in urban regions.28 The 
shortage of behavioral health professionals is even 
more pronounced between rural and urban areas. 
While metropolitan areas have 33.2 psychologists 
and 17.5 psychiatrists per 100,000 people, rural areas 
only have 9.1 psychologists and 3.4 psychiatrists per 
100,000 people.29 

Despite health concerns in rural America, research 
indicates that residents in rural areas feel positive 
about the future. Although 55% of rural Americans 
rate their local economy as fair or poor,30 82% of 
rural Americans indicate that their local population 
has either increased or stayed the same over the past 
five years. In addition, the majority of rural residents 
reflect positively on their community by way of feel-
ing attached to it (81%) and receiving help from com-
munity members (67%). These signs show that rural 
communities are eager for the investment necessary to 
keep their communities’ stories alive. This investment 
should start with the health of their communities.

The Challenge to Define Rural 
The road to a healthier rural America needs to start 
at the most basic level — clarifying what areas and 
populations are considered rural. Currently, the word 
rural or even rurality has many different definitions, 
as the words often change in meaning depending on 
who you ask or the context used. This definition or 
lack thereof is problematic as government entities, 
philanthropies, and other funders often use different, 
and conflicting, definitions in allocating resources. 
Specificity with appropriate adaptability are critical in 
ensuring that both the public and policymakers have 
the same understanding of what a rural community 
means. 

For example, Robert Wood Johnson Founda-
tion’s County Health Rankings uses the U.S. Cen-
sus Bureau’s definition of rural. The Census Bureau 
defines rural as anything that is not urban (greater 
than 2,500 people).31 A 2016 policy brief published by 
the US Census Bureau uses the case study of Stanley 
County, South Dakota, to illustrate how this definition 
can be problematic.32 Stanley County has a population 
of only 2,994 people but about 70% of the residents 
live in one location, Fort Pierre. Therefore, despite this 
low population number, Stanley County by the Census 
Bureau’s definition, more closely resembles an urban 
hub, similar to Cook County, Illinois (home of Chi-
cago), and San Diego County, California (home to San 
Diego), than other rural communities.33 On the other 
hand, the Office of Management and Budget (OMB) 
defines counties as either metropolitan (population 
core greater than 50,000), micropolitan (greater than 
10,000 but less than 50,000 people), and non-core 
(less than 10,000).34 

In both cases, the word rural seems to be missing 
from the definition, and therefore, it is difficult to 
understand what a rural community actually is. Even 
if we take everything that is non-urban, non-metro-
politan, and non-micropolitan to be rural, the defini-
tions are still inconsistent — the Census Bureau would 
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place non-urban as less than 2,500 and OMB as less 
than 10,000. This difference can cause a discrepancy 
for up to 50 million people depending on the defini-
tion used.35 

To further confuse the matter, many federal pro-
grams use combinations of rural definitions or stan-
dard Census or OMB definitions with additional 
qualifiers. The Federal Office of Rural Health Policy 
(FORHP) uses the non-metropolitan OMB definition 
along with Rural-Urban Commuting Areas (RUCA). 
RUCA looks at census tracts instead of counties to 
further distinguish rural areas that may be within 
metropolitan areas. FORHP also takes into account 
daily commuting, urbanization, and population den-
sity.36 One notice of funding opportunity on FORHP’s 
website for rural residency planning and development 
programs defined America’s rural population as 46 
million while the Census Bureau reports 60 million 
people live in rural areas.37 This could leave over 15 
million rural dwelling residents without the opportu-
nity to attract future providers to their communities, 
which is unfortunate considering most rural areas are 
classified as physician shortage areas. 

A further complicating factor is that these defi-
nitions do not even begin to provide a description 
of what it means for a community to be designated 
“rural.” Sociologists define “community” as a group 
of people with shared interests, shared geography, 
and strong interpersonal bonds.38 By defining rural 
in terms of population alone, it leads many individu-
als to believe that rural areas are homogenous with 
all residents sharing a similar faith, race, and values. 
This could not be farther from the truth. A rural com-
munity in the Midwest is very different from a rural 
community on the frontier or a rural community in 
the Mississippi Delta. These different communities 
also are dependent on different economic realities, 
whether they be agriculture, tourism, mining, and 
manufacturing.39 The differences that exist in culture 
and economy between our country’s rural communi-
ties also lead to unique challenges in rural health and 
wellness.

There are some resources that try to help. Zahnd et 
al. published a comprehensive look at the most fre-
quently used rural-urban measures and their advan-
tages and disadvantages in 2019.40 Additionally, the 
Rural Health Information Hub has a tool to deter-
mine if a community qualifies as rural for federal pro-
grams including FORHP grants. This tool allows you 
to determine where a community falls on the rural-
urban spectrum based on several different definitions. 
It also allows you to determine if the community is a 
health professional shortage area.41 

Rural America is unique, dynamic, beautiful, and 
essential to the health of our country. Health officials 
and researchers are making public policy based on 
governmental definitions constructed for purposes 
other than health services. Moreover, the policies 
are not always tailored to the particular demograph-
ics and dynamics of communities. The result is often 
inconsistency and confusion with many communities 
not able to access the people, services, and resources 
that they desperately need. One standard federal and 
state definition with appropriate adaptability would 
allow for resources to be allocated more effectively and 
efficiently. 

Rural Health Policy Designations
Despite the difficulty defining rural in a consistent or 
descriptively accurate way, the term in its different 
classifications has salience for health policy. Repeat-
edly, law- and policymakers have recognized the need 
for a different set of rules, designations, incentives, 
and reimbursement methodologies for rural areas, 
defining eligible entities according to very specific, 
but not always consistent sets of criteria. Thus, these 
designations, while helpful, exacerbate the lack of uni-
formity in defining what we mean by “rural” and who 
benefits from policies aimed at such areas. 

However, broadly speaking, repeated implementa-
tion of special rural policies implicitly recognizes the 
unique health disparities affecting rural residents and 
the related health care access challenges. We describe 
several of these designations below to illustrate both 
policy recognition of rural health care challenges but 
also the limitations of these protections and need for 
additional reforms, as proposed in the final part of this 
article. We first describe special designations for hos-
pitals, then primary care and other outpatient services 
critical to rural providers.

Sole Community Hospital Designation
One of the earliest special designations relevant to 
rural providers is the Sole Community Hospital (SCH) 
designation. Congress created the SCH program in 
1983 to support short-term general hospitals that “by 
reason of factors such as isolated location, weather 
conditions, travel conditions, or absence of other hos-
pitals, is the sole source of inpatient hospital services 
reasonably available in a geographic area to Medicare 
beneficiaries.”42 SCHs receive higher Medicare reim-
bursement for both inpatient and outpatient services. 
In addition, SCHs qualify for adjustments based on 
patient volume and participation in other federal 
reimbursement incentives.43 The continued Congres-
sional recognition of SCHs through those allowances 
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signals a well-established federal commitment to rural 
hospitals and to ensuring access to care in rural areas.

A hospital is eligible for SCH status if it: (1) “is 
located more than 50 miles from other hospitals;” 
(2) is located between 25 and 50 miles from other 
hospitals and either: no more than 25 percent of the 
residents in the hospital’s service area are admitted 
to other hospitals for care, or because of local topog-
raphy, weather, and other considerations, the other 
hospitals are not accessible for more than one month 
during a 12-month period; or (3) “is located between 
15 and 25 miles from other hospitals and because of 
local topography, weather, etc., the other hospitals are 
generally not accessible for more than 1 month during 
a 12-month period.”44 

SCHs are eligible to receive the higher of two pos-
sible reimbursement rates: (1) the Inpatient Prospec-
tive Payment System (IPPS) rate under which other 
Medicare-participating hospitals are reimbursed, 
which includes certain geographic adjustments for 
the area wage-index and local costs, or (2) an updated 
hospital-specific rate, based on the hospital’s costs in a 
base year, updated to the current year and adjusted for 
changes in the case mix.45

Rural Referral Centers
Another special category for rural hospitals, created at 
the same time as SCHs, was Congress’s Rural Referral 
Center (RRC) designation.46 The RRC program “was 
established to support high-volume rural hospitals 
that treat a large number of complicated cases.”47 RRCs 
enjoy several benefits including a higher standardized 
payment rate, exemption from proximity require-
ments, exemption from the 12% payment adjustment 
cap that applies to other rural hospitals, and eligibil-
ity to participate in the 340B drug program (discussed 
below) at a lower rate.48

A hospital must be in a rural area to qualify for the 
RRC designation. A rural hospital can qualify for RRC 
designation in three ways. First, rural hospitals with at 
least 275 beds qualify. Second, if the hospital demon-
strates: “(1) at least 50 percent of the hospital’s Medi-
care patients are referred by physicians who are not 
employed by the hospital; (2) at least 60 percent of the 
hospital’s Medicare patients live more than 25 miles 
from the hospital, and (3) at least 60 percent of all 
services provided to Medicare patients are provided to 
patients who live more than 25 miles from the hospi-
tal.” The third way to qualify is by demonstrating that 
the hospital (1) “has a Case-Mix Index (CMI) equaling 
the lower of the median CMI value for all urban hos-
pitals nationally or the median CMI value for urban 
hospitals located in its region;” and (2) discharges at 

least 5.000 patients annually (or 3,000 for an osteo-
pathic hospital) or the median number of discharges 
for urban hospitals in its same census region and “(a) 
more than 50 percent of its active staff are special-
ists as specified by 42 CFR 412.96(c)(3); (b) at least 
60 percent of all discharges are for patients who live 
more than 25 miles from the hospital; or (c) at least 
40 percent of all inpatients treated are referred from 
other hospitals or from physicians who are not on the 
hospital’s staff.”49

RRCs are high-volume acute care rural hospitals 
with large numbers of complicated cases. By creating 
reimbursement and other structures to support these 
facilities, RRCs “localize care, minimize the need for 
further referrals and travel to urban areas, and pro-
vide services at costs lower than would be incurred in 
urban areas.”50 As larger facilities, they typically also 
support “satellite sites and outreach clinics to provide 
primary and emergency care services to surrounding 
underserved communities.”51 RRCs often are essential 
to local economies, serving as major employers and 
making the community more attractive to businesses 
or residents looking to relocate. Approximately 135 
hospitals in 38 states have RRC status.52

Critical Access Hospital Designation
Even with the SCH and RCC designations, rural health 
care delivery continued to be challenging. A more 
recent designation for rural hospitals is Critical Access 
Hospitals (CAHs).53 The Balanced Budget Act of 1997 
stated that in order to obtain CAH designation the 
nonprofit or public hospital must be: (1) “located more 
than a 35-mile drive from a hospital;” (2) “certified by 
the State as being a necessary provider of health care 
services to residents in the area;” (3) make “available 
24-hour emergency care” services as determined nec-
essary by the State; (4) have no more than 25 acute 
care inpatient beds; and (5) provide an average length 
of stay of 96 hours or less for acute care patients.54 

A CAH receives certain benefits so as to “reduce the 
financial vulnerability of rural hospitals and improve 
access to healthcare by keeping essential services in 
rural communities.”55 

The biggest advantage for CAHs is cost-based reim-
bursement. Historically, since the beginning of the 
Medicare and Medicaid programs in 1965, the govern-
ment paid all providers on a cost basis, meaning that 
for every dollar spent, the provider submitted a bill to 
the government and recovered the amount charged. 
Cost-based reimbursement has an obvious inflation-
ary incentive — spend more, receive more — which 
came under scrutiny as health care costs continued to 
rise.
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In the early 1980s, the federal Centers for Medi-
care and Medicaid Services (CMS) adopted a different 
approach for Medicare hospital reimbursement — the 
inpatient prospective payment system (IPPS). Under 
IPPS, hospitals receive a predetermined, bundled 
payment, based on the average cost of treating cer-
tain conditions, coded according to diagnosis-related 
groups (DRGs). The average DRG rate is adjusted for 
particular features of the hospital, including status 
as a disproportionate share (DSH) hospital, teach-
ing hospital, or transplant hospital, as well as geo-
graphic wage variations and other overhead costs. 
The intended effect of IPPS is to reduce spending 
and encourage efficiency. Hospitals that manage to 
treat patients for lower costs than the predetermined 
amount may retain the excess, while hospitals that 
spend more, must absorb those extra costs (subject to 
an additional possible adjustment for designated “out-
lier” cases). IPPS is considered a success in reducing 
Medicare costs, and similar prospective payment sys-
tems have been adopted across other services (includ-
ing outpatient, mental health, and other providers) 
and payers (including private insurers). 

The CAH designation, however, allows hospitals 
to revert to the pre-IPPS cost-based reimbursement 
methodology, which may allow those essential provid-
ers to stay in the black. Those hospitals receive costs 
plus one-percent for Medicare patients, and, depend-
ing on the state, may also receive cost-based reim-
bursement from Medicaid. Again, the designation 
recognizes that rural hospitals are essential to their 
communities and operate under different financial 
and other pressures, as compared to urban hospitals 
that do not meet the five criteria above.

Rural Community Hospital Designation
Congress again recognized the need for an additional 
special designation for rural hospitals in 2003. Rural 
Community Hospitals (RCHs) include hospitals that 
are considered too large to be designated CAHs.56 
The RCH program is a demonstration project, initi-
ated under the Medicare Modernization Act of 2003.57 
Initially, hospitals were invited to apply for a five-year 
period,58 and the statute authorized thirty hospitals to 
participate.59 The program has since been renewed 
twice, for additional five-year periods. The demon-
stration was established “to test the feasibility and 
advisability of establishing rural community hospitals 
to furnish covered inpatient hospital services to Medi-
care beneficiaries.” The demonstration project and 
its repeated renewals highlight the ongoing financial 
challenges rural hospitals face. 

Part of the RCH program’s goals include “caring for 
underserved individuals (because of those individuals’ 
geographic or economic status)” and the entire rural 
community as well.60 Because the program “focuses on 
promoting high quality and efficient healthcare deliv-
ery…, applicants are asked to specify interventions 
that both increase access to and improve the quality 
of care, while enhancing patient care options and the 
ability for beneficiaries to remain in their own rural 
communities.”61 The third round of solicitations gives 
priority to hospitals located in one of the twenty states 
with the lowest population densities.62

The requirements for a hospital to receive RCH 
designation include: (1) “located in a rural area” (as 
defined by the Social Security Act); (2) “fewer than 
51 acute care inpatient beds” (excluding psychiatric 
and rehabilitation unit beds); (3) 24-hour emergency 
care services; and (4) not eligible for designation, or 
has not been designated, as a critical access hospital” 
under section 1820 of the Social Security Act.63 As with 
CAHs, the main advantage of the RCH designation is 
cost-based reimbursement, which applies to the first 
cost-reporting period of the demonstration project. 
For subsequent cost-reporting periods, participating 
RCHs receive the lesser of reasonable costs or a target 
amount. The target amount is defined as the preced-
ing cost reporting period’s target amount increased by 
the IPPS update factor (which would apply to other 
hospitals paid under IPPS) for that particular cost 
reporting period.64

The RCH demonstration, and subsequent renew-
als, provide evidence that federal policy recognizes the 
unique status of rural hospitals and continuing need 
to modify standard approaches to reimbursement and 
delivery for medical care in rural areas.

340B Drug Pricing Programs
A critical support for rural hospitals is the 340B Drug 
Pricing Program (340B). 340B encourages hospitals 
to divert resources saved from reduced drug prices 
toward improved care for vulnerable populations 
including but not limited to lower-income patients. 
The program was created in 1992 and approximately 
forty-two percent of general acute hospitals have been 
participating since 2012. 340B helps qualifying hos-
pitals gain more resources by making it cheaper for 
them to purchase outpatient drugs while receiving 
standard reimbursement for those drugs.65 

Organizations that are eligible for 340B include 
community health centers, children’s hospitals, hemo-
philia treatment centers, CAHs, SCHs, RRCs, and 
public and non-profit DSH hospitals that serve low-
income and indigent populations. Enrolled hospitals 
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can achieve an average of 25 to 50 percent savings 
on pharmaceutical purchases.66 The 340B program 
is critical to rural hospitals’ financial viability.67 Even 
though generating relatively modest annual savings 
of $10,000, this amount can make the difference 
between a rural hospital staying open or having to 
close its doors.68

Rural Health Clinics
In addition to the above-described hospital designa-
tions, Congress has recognized that rural primary 
care and other outpatient services need different poli-
cies. The Rural Health Clinic (RHC) designation was 
created in 1977 to “increase access to primary care 
for patients in rural communities.”69 RHCs provide 
patients with an integrated team of cross-disciplinary 
members consisting of physicians, nurse practitio-
ners, physician assistants, certified nurse-midwives, 
and clinical social workers.70 By providing access to 
these other mid-level providers, RHCs combat the 
vacuum in care for Medicare and Medicaid patients 
created by the physician shortage in rural areas.71 The 
main advantage of RHCs is higher reimbursement 
rates under Medicare.72

RHC visits must be medically necessary, face-to-
face, and related to a “service that requires the skill 
level of the RHC practitioner.”73 In order to qualify as 
an RHC, a clinic must (1) be located in a rural area 
and (2) “employ an NP or PA, (3) have an NP, PA, or 
CNM working at least 50 percent of the time dur-
ing operational hours, (4) “directly provide routine 
diagnostic and laboratory services (5) have arrange-
ments with one or more hospitals to provide medically 
necessary services unavailable at the RHC, (6) “have 
drugs and biologicals available to treat emergencies,” 
(7) provide various laboratory tests on site, (8) “have 
a quality assessment and performance improvement 
program, (9) post operation days and hours, (10 not 
be primarily a mental disease treatment facility or a 
rehabilitation agency, (11) not be a Federally Qualified 
Health Center, and (12) meet all other state and Fed-
eral requirements.74

Federally Qualified Health Centers
Federally Qualified Health Centers (FQHCs) are 
another designation important for safety net provid-
ers. The designation is not limited to rural areas but 
also applies to medically underserved urban areas. 
FQHCs provide a broader range of services than 
RHCs, including diagnostic and laboratory testing, 
pharmaceuticals, behavioral and oral health, hospital 
and specialty care, after-hours care, case management, 
transportation, and interpretative services. RHCs, by 

contrast, provide primary outpatient care, basic labo-
ratory services, and emergency care.75 

The FQHC designation was created in 196576 and 
supports outpatient services, including community 
health centers, migrant health care centers, commu-
nity health centers for the homeless, public housing 
primary care clinics, and similar facilities.77 FQHCs 
are required to accept all patients.78 In order to qual-
ify, the clinic must “offer services to all, regardless of 
the person’s ability to pay, establish a sliding fee dis-
count program, be a nonprofit or public organization, 
be community-based, serve a medically underserved 
area or population, provide comprehensive primary 
care services, and have an ongoing quality assurance 
program.”79 The main benefit for FQHC status des-
ignation is a separate FQHC PPS.80 States also may 
establish alternative reimbursement methodologies 
for FQHCs for Medicaid-related expenses.81

These descriptions demonstrate repeated federal 
policy attention to the challenges of rural health care 
delivery; however, they still fail to fully protect those 
providers from financial insolvency. The loss of a hos-
pital, or lack of essential primary care, obstetric, emer-
gency, mental health, or other care in a rural commu-
nity imperils not only the health of that community but 
also its economic viability. Hospitals often are critical 
employers in rural towns. Moreover, it may be impos-
sible to attract new industry, retirement communities, 
or other economic lifelines without essential medical 
services in the area. The next section describes these 
remaining challenges in more detail.

Challenges Remain
Despite the above-described designations aimed at 
supporting and sustaining rural health providers, the 
landscape remains treacherous. Since 2010, the year 
that the Patient Protection and Affordable Care Act 
took effect, thirty-six states have seen at least one rural 
hospital close in the United States, for a total of 172 as 
of May 2020.82 Those closures are concentrated in the 
South and other states that declined to expand Medic-
aid after the U.S. Supreme Court’s decision in NFIB v. 
Sebelius. 

Those demographic and economic development 
trends have particular impacts for rural health care 
delivery, access, and sustainability. Existing health 
care financing and organization models are failing 
to serve the increasingly elderly, child-less, impover-
ished, and economically disadvantaged residents of 
rural communities. Stories are all too common of a 
rural resident having to take an entire day off of work 
to travel to a primary care physician appointment, 
assuming she can find someone to see her.83 Families 
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may be reluctant to take young children to visit grand-
parents in rural areas because of the lack of access to 
emergency medical care. Physicians write prescrip-
tions for rural patients instead of ordering physical 
therapy, patient counseling, or other interventions 
that require more regular follow-up. Overprescribing 
feeds the opioid epidemic, with physicians prescrib-
ing pain pills for non-acute aches and pains rather 
than physical therapy, often writing for prescriptions 
for thirty or sixty days, rather than five or six. Women 
who experience complications during deliveries may 
face drastically adverse outcomes from conditions 
that could have been effectively managed in an urban 
medical center.84

Federal and State Policy Solutions to 
Improve Rural Health
Despite Congress’s efforts to stabilize rural health pro-
viders, it is clear that rural communities remain both 
underserved and less healthy. As referenced earlier, 
rural counties continue to have higher rates of smok-
ing, obesity, child poverty, and teen pregnancies than 
urban counties.85 The current result is that Americans 
living in rural areas are more likely to die from the 
five leading causes of death than those living in urban 
areas: heart disease, cancer, unintentional injuries, 
chronic lower respiratory disease, and stroke.86 More 
needs to happen to protect the health of rural resi-
dents, addressing both health disparities and health 
care access, two concepts that are interconnected.

Many states have expanded their view on how to 
improve rural health, using innovative programs and 
policies to pilot ideas that aim to improve not just 
the way to finance rural health care delivery but  also 
to address the social issues affecting a community’s 
health. With the many and diverse health challenges 
affecting our rural communities, the authors offer a 

series of innovative state-based programs and policies 
that may be the start of a more concentrated federal 
action to improve the health of rural communities. The 
suggestions below are not exhaustive but could serve 
as the beginning of a series of investments that the fed-
eral government can make to address disparities and 
improve the health and vitality of rural communities. 

Redefining Rural
As noted in discussions above, any policy aimed at 
“rural” communities will need to grapple with how 
the term is defined and applied. Although no concrete 
answer to this complicated problem has emerged, a 
framework has been recently developed by the Rural 

Policy Research Institute (RUPRI) that focuses on 
crafting tailored definitions based on the relation-
ships between where people live, where health care 
happens, and how it is delivered. The RUPRI panel 
recommends that policymakers consider legislative 
and regulatory definitions of rural that account for 
demographic change while maintaining program-
matic objectives.87

The RUPRI panel also recommends the following 
additional suggestions that could be used to refine the 
definition of rural: (1) Define rural based on policy 
or program purposes and goals, creating incremen-
tal, informed changes that do not disrupt existing 
programs or create instability in research, practice, 
and policy; (2) retain current frameworks for defin-
ing rural but consider additional criteria to meet 
specific programs and objectives; (3) index rural/
urban definition thresholds to population growth to 
allow the definitions to adapt and change over time; 
(4) consider updated measures of interdependence 
between metropolitan and non-metropolitan areas; 
(5) use non-census data sets including productivity or 

As noted in discussions above, any policy aimed at “rural” communities  
will need to grapple with how the term is defined and applied.  

Although no concrete answer to this complicated problem has emerged, 
a framework has been recently developed by the Rural Policy Research 

Institute (RUPRI) that focuses on crafting tailored definitions based on the 
relationships between where people live, where health care happens,  

and how it is delivered. The RUPRI panel recommends that policymakers 
consider legislative and regulatory definitions of rural that account for 

demographic change while maintaining programmatic objectives.
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employment data to better understand and measure 
economic interconnectedness; and (6) oversample 
rural populations similar to minority and underserved 
populations in census-based and other federal datas-
ets to make margin of errors smaller. 

New Models to Fund Rural Hospitals
Many problems with the rural healthcare delivery sys-
tem stem from challenges that rural hospitals face, 
including but not limited to declining patient admis-
sions, physician shortages in rural areas, highly spe-
cialized inpatient care, and an increase in outpatient 
services reimbursed at lower margins than inpatient 
care. 

Rural hospitals play a very important role in com-
munities. In addition to their provision of health care 
services, rural hospitals often serve as the economic 
hubs of those communities. Using the State of Illi-
nois as an example, the U.S. Census found one in four 
residents are employed by education, health care, and 
social services in non-metro counties.88 Small and/
or rural hospitals in Illinois pump $2.5 billion into 
state and local economies via employee salaries and 
benefits.89 Hospital employees generate $3.5 billion in 
economic activity for the state in the form of increased 
buying power. Small and rural hospitals create over 
32,000 direct jobs and 42,000 indirect jobs in Illi-
nois.90 Furthermore, these hospitals spent $2.1 billion 
on goods and services annually, generating $3 billion 
in economic activity.91

For these reasons, rural hospitals are essential to 
the economic viability and health of their service 
areas. When a community loses its hospital, per cap-
ita income falls 4% and the unemployment rate rises 
more than 1.5%.92 A recent study found that 21% of 
rural hospitals in the U.S. are at a high risk of clos-
ing due to their financial situation (operating margin, 
days cash on hand, and debt-to-capitalization ratio).93 

A multitude of factors are driving this crisis, includ-
ing but not limited to a degradation of the payer mix 
and the inability to leverage innovation. In Illinois, 13 
of the 75 rural hospitals are at risk of closure (17.3%), 
and of those at risk, 31% are essential94 to their 
communities.95

The critical differentiator in the above-described 
rural provider designations is alternate reimburse-
ment methodologies. Yet even those have not proven 
to be enough to keep facilities in business. One new, 
innovative approach to stabilizing hospital income is 
the Maryland “Global Budget Revenue” (GBR) meth-
odology. Maryland has the only all-payer hospital 
rate regulation system in the country. A 36-year-old 
Medicare waiver exempts Maryland from the Inpa-

tient Prospective Payment System (IPPS) and Outpa-
tient Prospective Payment System (OPPS) and allows 
Maryland to set rates. Under the waiver, all third par-
ties pay the same rate. 

The Maryland All-Payer Model pushed hospitals to 
begin to use (or increase usage of) community health 
workers, discharge planners, care coordinators, and 
social workers.96 This model shows that when faced 
with the challenge of lowering costs under a global 
budget, hospital CFOs recognize the value of address-
ing the social needs of patients. Evaluation has shown 
that hospitals reduced their reliance on community 
physicians, especially in rural areas, where they found 
it easier to employ their own physicians, often via con-
tract services.

The Maryland system is expected to improve not only 
the financial stability of hospitals but also patient out-
comes, reduce readmissions, reduce the length of stay, 
and improve post-discharge follow up adherence.97 

The hope is that the State of Maryland’s CMS All-
Payer Model will continue to successfully improve the 
quality of care and reduce program expenditures.97 
The Maryland GBR methodology provides examples 
for states, illustrating how investing in the social needs 
of their patients can result in improved financial out-
comes, allowing rural hospitals to remain open, while 
slowing the growth of healthcare spending.

Another novel innovative model to improve the via-
bility of rural hospitals and meet the health care needs 
of rural residents is being tried in Pennsylvania. If suc-

Figure 1
Figure 1 displays the Conceptual framework for 
Maryland All-Payer Model evaluation.115
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cessful, the model could provide a path towards stabi-
lization for small and rural hospitals by lowering costs 
and improving quality of care. Pennsylvania lawmak-
ers replaced their fee-for-service system with a multi-
payer global budget system based on each hospitals’ 
net revenue.99 Under the plan, the hospital budget is 
calculated each year, with the hospital being paid 1/12 
of the total budget amount each month, giving hospi-
tals a reliable revenue source.100 

This system encourages hospitals and payers to 
invest in community health and health care delivery 
through greater access to preventive services, behav-
ioral health services, and partnerships with commu-
nity agencies in order to develop programs based on 
the needs of the community. CMS has agreed to pro-
vide the State of Pennsylvania up to $25 million over 
five years to pilot the program.101 Over these five years, 
the rural hospitals are expected to save a minimum of 
$35 million into Medicare costs.102 Initially, the hospi-
tals recoup 100 percent of the programs’ savings, but 
at the end of five years, the State and CMS will share 
the savings equally.103 

Enhancing Rural Health Workforce
In addition to innovations in rural hospital funding, 
rural communities are also working creatively to help 
staff their clinics and hospitals with providers. A New 
England Journal of Medicine study found that the age 
distribution of rural physicians increased dramatically 
from 2000 to 2017.104 By 2017, over half of physicians 
in rural areas were 50 years old and one in four were 
60 years old. The study’s authors predicted the short-
ages will only worsen in the coming decade without 
changes in policy and/or regulations.

Multiple debt forgiveness/loan repayment pro-
grams at both the federal and state level already exist. 
The National Health Service Corps (NHSC) Loan 
Repayment Program (LRP) recruits medical provid-
ers to practice in underserved areas. Clinicians receive 
up to $50,000 for two years of full-time service or four 
years of half-time service at an approved Health Pro-
fessional Shortage Area (HPSA).105 The clinician can 
amend their contract to receive up to $100,000 for 5 
years of service, though there is no guarantee it will be 
awarded. In addition to the NHSC, some states have 
begun offering repayment programs themselves, as 
a way to draw more medical students to their state. 
For example, an Oklahoma programs offers medical 
students $15,000 per year for up to four years and a 
$1,000 monthly stipend to family medicine residents 
if they practice in a rural area.106 Kentucky offers pri-
mary care physicians, dentists, and pharmacists up 
to $80,000 for a full-time two-year commitment in a 

HPSA; physician assistants, nurse practitioners, and 
certified nurse midwives, and mental health profes-
sionals up to $40,000; and registered nurses, dental 
hygienists, and alcohol/substance abuse counselors up 
to $20,000.107

Outside of the financial incentives offered by the 
federal government and states, mentorship, or pre-
ceptor programs have a significant ability to improve 
the health care workforce shortage in rural America. 
These clinical programs, which are generally estab-
lished by universities or hospital systems, occur after 
medical and dental students finish their core clinical 
rotations and choose a clinical specialty. The pro-
grams help students improve their clinical judgement 
and critical thinking, observe their mentors/precep-
tors in the clinical setting, and develop confidence in 
seeing patients. Programs vary in the amount of time 
required for a student to shadow a clinician and some 
provide housing and/or a stipend.

The University of Illinois — Rockford’s Rural Medi-
cal Education (RMED) program and the University 
of Missouri’s Rural Track Pipeline Program are two 
examples of programs that successfully recruit medi-
cal students to practice in rural areas. The RMED 
program was created in 1993 and has since graduated 
226 physicians, 66% of whom chose primary care. It 
places medical students in a 16-week rural preceptor-
ship at one of their 25 rural teaching sites. RMED 
graduates are 8.5 times more likely to practice in a 
rural location and nearly 10 times more likely to prac-
tice in a HPSA.108 The University of Missouri’s Rural 
Track Pipeline program includes a summer commu-
nity program consisting of clinical and curriculum 
components to help students become familiar with 
rural medicine. Second year medical students work in 
a rural clinic with one or more community-based phy-
sicians in different specialties over the course of four 
to eight weeks.109 Since its inception in 1995, 404 stu-
dents have completed the program. Of the physicians 
that went through the program, approximately 55% 
practice in a rural area.110 States and the federal gov-
ernment need to invest in more programs like RMED 
and Missouri’s Rural Track Pipeline Program to get 
more students passionate about practicing medicine 
in rural areas. 

Addressing the Rural Opioid Epidemic
Across the United States, the opioid crisis has claimed 
more lives than either the AIDS epidemic or motor 
vehicle deaths at their peaks. In 2017 alone, over 
60,000 Americans died from opioid overdoses.111 A 
sizable amount of federal dollars have been awarded 
to states, allowing for a multitude of pilot programs 
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focused on education, treatment, and prevention as 
ways to fight the opioid crisis. Thankfully, some states 
have begun to provide a framework that can be imple-
mented across the country to reduce dependence, 
overdoses, and improve harm reduction programs.

One piece of that framework is a pilot program that 
seeks to address the opioid crisis through MAT (medi-
cation assisted treatment), which is the combination of 
behavioral therapy and medication (either methadone 
or buprenorphine). The Vermont system of MAT fea-
tures nine regional hubs and over 75 local spokes, where 
doctors, nurses, and counselors offer long-term opioid 
use disorder (OUD) treatment. One of the issues with 
expanding MAT is the federal regulations that restrict 
it to two settings: Opioid Treatment Programs (OTPs) 
and Office Based Opioid Treatment (OBOT). Vermont 
uses hubs as OTPs and the spokes as OBOTs. The hubs 
provide more intense treatment, daily medications, 
and therapeutic support, assessment, medication dis-
pensing, individual and group counseling, and train-
ings and consultations for the spoke providers. Work-
ing in conjunction with the hubs, the spokes integrate 
addiction care into general medical care. The spokes 
tend to be family medicine practices, with specialty 
outpatient addiction programs, and practices special-
izing in chronic pain. The physicians, nurse practitio-
ners, and physician assistants are allowed to prescribe 
buprenorphine, oral naltrexone, or injectable Vivtrol. 
Vermont’s program has over 6,000 participants and 
has reduced general health care expenditures and 
utilization, such as inpatient hospital admissions and 
outpatient emergency department visits for Medic-
aid beneficiaries with opioid addiction.112 MAT is cost 
effective because of the reduced rates of drug use, 
increased access to healthcare and other recovery sup-
port services, improved relationships and living condi-
tions, and decreased involvement in high-risk behav-
iors.113 The hope is that the lessons learned from the 
Vermont’s MAT system can be applied to other loca-
tions across the United States.

Greater Focus on Social Issues Affecting Health
The solutions to America’s rural health challenges, 
however, need to concentrate on issues beyond those 
focused on providers and hospitals. In August 2018, 
Illinois launched a new statewide focus on the social 
issues affecting health. Influential stakeholders from 
government, health care, public health, philanthropy 
and academia met in Springfield, Illinois, for the first 
Illinois Rural Health Summit in nearly 15 years. The 
Summit focused on both traditional health care topics 
as well as the social and community issues affecting 
health. The ultimate goal was to build blueprints to 

improve the health of rural Illinois through sustain-
able, innovative programs and policies.

Feedback and conversation prior to the Summit 
helped identify that the most pressing health topics 
in rural Illinois mostly revolved around issues outside 
of traditional health care. Topics included traditional 
areas such as healthcare delivery, mental health, lack 
of health workforce, and the opioid epidemic. How-
ever, a strong focus also emerged on children’s growth 
and development, healthy housing, nutrition and fit-
ness, and caring for the aging population. The 1.5 day 
Summit used the insight of its attendees to craft solu-
tions by framing these complicated issues, discussing 
strategic partnerships, designing measures, propos-
ing innovative programs, and exploring sustainabil-
ity. These issues and initial findings were detailed 
in the Rural Health Summit’s first publication, “The 
State of Rural Illinois: Great Challenges and a Path 
Forward.”114

Since releasing that report, the Illinois Rural Health 
Summit organizers Southern Illinois University School 
of Medicine Department of Population Science and 
Policy, the Illinois Department of Public Health, the 
Southern Illinois University Paul Simon Public Policy 
Institute, the University of Illinois at Chicago School 
of Public Health, and the Southern Illinois Univer-
sity School of Medicine Center for Rural Health and 
Social Service Development have collaborated with 
rural stakeholders, academics, business communities, 
legislators, community leaders and others to identify 
a series of policy recommendations to improve rural 
health. 

Summits that broaden the understanding and take 
a more comprehensive look at rural health are key 
to creating multi-disciplinary and cross-disciplinary 
solutions that address these communities’ increas-
ingly complex problems. Illinois is just one example 
of many states trying to take a broader view of how to 
impact and sustain the health of rural America. 

Conclusion
The state of rural health in America has great chal-
lenges, disparities only magnified by the current 
COVID-19 pandemic. However, a path forward exists 
that allows the federal government, individual state 
governments and their local communities to be inno-
vative in how they fund health care systems, treat 
disease, and focus on issues beyond the four walls of 
the hospital and clinic. This path forward will require 
greater attention and energy paid both to the unique 
nature of rural areas as a whole and the complexi-
ties that exist within and among rural communities 
themselves. 
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Federal and state policymakers will need to spend 
more time understanding rural communities with bet-
ter and more focused research applied to the problems 
rural communities face. The research should start with 
a more comprehensive and encompassing definition of 
rural that allows communities and their residents to 
access funding and resources that are available. Addi-
tionally, more states should be provided the opportu-
nity to innovate their health care funding structures 
using Maryland and Pennsylvania as potential models. 
The security of global budget funding structures would 
allow rural hospitals and clinics to have the investment 
to concentrate on their communities. Finally, solu-
tions in improving rural health should place a greater 
emphasis on the social issues — economic develop-
ment, housing, education, and culture — that more 
profoundly affect the health of rural residents. An 
opportunity exists now to build back rural communi-
ties better than they were before the COVID-19 pan-
demic. Urgent action is needed now.

The United States of America faces a historic elec-
tion in 2020. The 15-20 percent of rural residents 
who live in 97 percent of the country’s land mass need 
attention paid to their communities and their health. 
Success will require new partnerships, new defini-
tions, and a new sense that innovation can happen in 
these communities. Our hope is that the lessons being 
learned in many states across our nation can serve as 
a design blueprint to create a more healthy and equi-
table rural America. 
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