
“Rural	  Healthcare,	  Cri0cal	  Access	  &	  the	  Future”	  
Tim	  Size,	  Rural	  Wisconsin	  Health	  Conference,	  8/24/12	  

RWHC,	  880	  Independence	  Lane,	  Sauk	  City,	  WI	  53583	  	  	  	  	  	  (T)	  608-‐643-‐2343	  	  	  	  	  
Email:	  0msize@rwhc.com	  	  World	  Wide	  Web	  Site:	  www.rwhc.com	  	  Tweet:	  www.twiVer.com/RWHC	  	  	  	  	  Page	  1	  

Rural	  Healthcare,	  Cri/cal	  Access	  &	  the	  Future	  
	  
	  

Tim	  Size	  
Execu0ve	  Director	  
Rural	  Wisconsin	  	  

Health	  Coopera0ve	  
Sauk	  City	  

	  
	  

ACHE	  Leadership	  Day	  
Prairie	  du	  Chien	  	  

Memorial	  Hospital	  
August	  24,	  2012	  

1 

Presenta0on	  Overview	  
	  
	  

I.  Perspec0ve	  of	  Speaker	  &	  RWHC	  	  

II.  Brief	  Overview	  of	  Rural	  Health	  
III. Cri0cal	  Access	  Hospital	  Fundamentals	  

IV. What	  Can	  Rural	  Expect	  in	  the	  Future?	  

2 



“Rural	  Healthcare,	  Cri0cal	  Access	  &	  the	  Future”	  
Tim	  Size,	  Rural	  Wisconsin	  Health	  Conference,	  8/24/12	  

RWHC,	  880	  Independence	  Lane,	  Sauk	  City,	  WI	  53583	  	  	  	  	  	  (T)	  608-‐643-‐2343	  	  	  	  	  
Email:	  0msize@rwhc.com	  	  World	  Wide	  Web	  Site:	  www.rwhc.com	  	  Tweet:	  www.twiVer.com/RWHC	  	  	  	  	  Page	  2	  

I.	  Perspec0ve	  of	  Speaker:	  RWHC	  

Our	  work	  at	  RWHC	  is	  
based	  in	  the	  context	  
of	  rural	  health	  and	  
on	  the	  evidence.	  But	  
like	  us	  all–our	  beliefs,	  
stated	  purpose,	  
values	  and	  economic	  
reali0es	  create	  a	  
complex	  set	  of	  forces	  
that	  drives	  that	  work.	  
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	  RWHC	  Mission	  &	  Vision	  
	  

	  

Mission:	  Rural	  WI	  communi0es	  will	  be	  the	  
healthiest	  in	  America.	  	  
	  
Vision:	  RWHC	  is	  a	  strong	  and	  innova0ve	  
coopera0ve	  of	  diversified	  rural	  hospitals;	  it	  is	  	  
(1)	  the	  “rural	  advocate	  of	  choice”	  for	  its	  
Members	  and	  (2)	  develops	  &	  manages	  a	  
variety	  of	  products	  and	  services.	  
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RWHC	  by	  the	  Numbers	  

• Founded	  in	  1979	  for	  
advocacy	  &	  shared	  services.	  

• Non-‐profit	  coopera0ve	  
owned	  by	  35	  rural	  hospitals.	  

• 8	  PPS	  &	  27	  CAH,	  about	  50/50	  
“independent”/system.	  

• RWHC	  budget	  ≈	  $11	  million	  
with	  ≈	  60	  FTE.	  	  

• Revenue	  ≈	  70%	  member;	  	  	  	  	  
20%	  other	  sales;	  5%	  dues,	  	  
5%	  grants.	  
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RWHC	  Shared	  Services*	  
Professional	  Services	  
Financial	  &	  Legal	  Services	  
Nego0a0on	  with	  Health	  Insurers	  
Medical	  Record	  Coding,	  	  
Workforce	  Development	  
	  

Educa/onal	  
Professional	  Roundtables	  &	  Leadership	  Training	  	  
Nurse	  Residency	  Program	  &	  Preceptor	  Workshops	  
Lean	  Lab	  (with	  Lean	  Six	  Sigma	  Master	  Black	  Belt)	  
	  

Quality	  Programs	  
Creden0als	  Verifica0on	  &	  Peer	  Review	  Services	  	  
Quality	  Indicators	  &	  Improvement	  Programs	  
	  

Technology	  Services	  
Data	  Center	  Services	  
Electronic	  Medical	  Records	  &	  Technology	  Management	  

	   	   	   	   	   	  	  

	   	   	   	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  	  *	  Par&al	  List	  
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RWHC	  Advocacy	  Agenda	  
1.  Federal	  Healthcare	  Reform	  that	  recognizes	  rural	  reali0es.	  

2.  Fair	  Medicare	  &	  Medicaid	  payments	  to	  rural	  providers.	  

3.  Rural	  sensi0ve	  Federal	  &	  State	  regula/ons.	  
4.  Non-‐profit	  hospitals	  retain	  property	  tax	  exemp/on.	  

5.  Solve	  growing	  shortage	  of	  rural	  physicians	  and	  providers.	  

6.  Bring	  rural	  voice	  to	  regional	  provider	  networks	  &	  payers.	  
7.  Bring	  a	  rural	  voice	  into	  the	  quality	  improvement	  movement.	  

8.  Con0nue	  push	  for	  workplace	  and	  community	  wellness.	  

9.  Strong	  link	  between	  economic	  development	  and	  rural	  health.	  
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RWHC	  Strategic	  Partners	  

•  Coopera0ve	  Network	  
•  Federal	  Office	  of	  Rural	  Health	  Policy	  
•  La	  Crosse	  Med.	  Health	  Science	  Consort.	  
•  MarqueVe	  University	  
•  Medical	  College	  of	  WI	  
•  MetaStar,	  Inc.	  	  
•  Na0onal	  Coopera0ve	  of	  Health	  Networks	  
•  Na0onal	  Rural	  Health	  Resource	  Center	  
•  Na0onal	  Rural	  Health	  Associa0on	  
•  UW	  School	  of	  Medicine	  &	  Public	  Health	  
•  UW	  School	  of	  Nursing	  
•  UW	  School	  of	  Pharmacy	  
•  WI	  Area	  Health	  Educa0on	  Centers	  
•  WI	  Center	  for	  Nursing 	  	  

•  WI	  Collabora0ve	  for	  Healthcare	  Quality	  
•  WI	  Council	  on	  Workforce	  Investment	  
•  WI	  Dept	  of	  Health	  Services	  	  
•  WI	  Dept	  of	  Workforce	  Development	  	  
•  WI	  Dept	  Safety	  &	  Professional	  Services	  	  
•  WI	  Hospital	  Associa0on	  
•  WI	  Health	  &	  Ed.	  Facili0es	  Authority	  
•  WI	  Healthcare	  Data	  Collabora0ve	  
•  WI	  Medical	  Society	  
•  WI	  Office	  Rural	  Health	  
•  WI	  Primary	  Care	  Associa0on	  
•  WI	  Public	  Health	  Associa0on	  
•  WI	  Rural	  Health	  Development	  Council	  	  
•  WI	  Statewide	  Health	  Info.	  Network	  
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•  Rural	  residents	  don’t	  want	  to	  get	  care	  locally.	  
•  Rural	  folks	  are	  naturally	  healthy,	  need	  less.	  	  

	  •  Rural	  health	  care	  costs	  are	  less	  than	  urban	  care.	  
•  AND	  Rural	  health	  care	  is	  
inordinately	  expensive.	  	  

•  Rural	  quality	  is	  lower;	  
urban	  is	  beVer.	  	  

•  Rural	  hospitals	  are	  just	  
band-‐aide	  sta0ons.	  	  

•  Rural	  hospitals	  are	  poorly	  
managed/governed.	  

Ongoing	  Need	  for	  Rural	  “Myth”	  Bus&ng	  

   

   RWHC Eye On Health

Rural?
Pay them less.

They grow their 
own vegetables.

II.	  Brief	  Overview	  of	  Rural	  
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Rural	  Health	  Has	  a	  Lot	  to	  Brag	  About	  
•  Approximately	  $2.2	  billion	  in	  annual	  cost	  differen0al	  (savings)	  
occurred	  in	  2010	  because	  the	  average	  cost	  per	  rural	  beneficiary	  
was	  3.7%	  lower	  than	  the	  average	  cost	  per	  urban	  beneficiary.	  

•  Rural	  hospital	  performance	  on	  CMS	  Process	  of	  Care	  measures	  is	  
on	  par	  with	  urban	  hospitals.	  

•  Rural	  hospital	  performance	  on	  CMS	  Outcomes	  measures	  is	  
beJer	  than	  urban	  hospitals.	  

•  Rural	  hospital	  performance	  on	  HCAHPS	  inpa0ent	  experience	  
survey	  measures	  is	  beJer	  than	  urban	  hospitals.	  

•  Rural	  hospital	  performance	  on	  price	  and	  cost	  efficiency	  
measures	  is	  beJer	  than	  urban	  hospitals.	  

10 

“Rural	  Relevance	  Under	  Healthcare	  Reform”	  	  
(based	  on	  Medicare	  Shared	  Savings	  Data	  Files)	  1/23/12	  

hJp://www.ivantagehealth.com/	  
	  

 



“Rural	  Healthcare,	  Cri0cal	  Access	  &	  the	  Future”	  
Tim	  Size,	  Rural	  Wisconsin	  Health	  Conference,	  8/24/12	  

RWHC,	  880	  Independence	  Lane,	  Sauk	  City,	  WI	  53583	  	  	  	  	  	  (T)	  608-‐643-‐2343	  	  	  	  	  
Email:	  0msize@rwhc.com	  	  World	  Wide	  Web	  Site:	  www.rwhc.com	  	  Tweet:	  www.twiVer.com/RWHC	  	  	  	  	  Page	  6	  

 
 

A
u
g

u
st 2

0
1
2

 
!

N
o

rth
 C

aro
lin

a R
u

ral H
ealth

 R
esearch

 &
 P

o
licy

 A
n

aly
sis C

en
ter  

 
C

ecil G
. S

h
ep

s C
en

ter fo
r H

ealth
 S

erv
ices R

esearch
  

 
7

2
5

 M
artin

 L
u

th
er K

in
g

 Jr. B
lv

d
., C

B
 7

5
9

0
 U

N
C

-C
H

 C
h

ap
el H

ill, 
N

C
 2

7
5

9
9

-7
5

9
0

 

3
 

 
 

Rural Referral Center (RRC)
Rural Referral Center + Sole Community Hospital
Medicare Dependent Hospital (MDH)
Sole Community Hospital (SCH)
Prospective Payment System (PPS) Hospital
Critical Access Hospital (CAH)

Figure 1. Location of Rural Hospitals 
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North	  Carolina	  Health	  Research	  Policy	  Analysis	  Center,	  8/12	  

Rural	  Hospitals:	  Backbone	  of	  Rural	  Health	  

1,327	  CAHs	  	  
as	  of	  6/30/12 

Rural in Upper Midwest Is a Relatively Low Cost Region 

12 

Daily Yonder & Dartmouth Health Atlas, 10/09 
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Urban	  &	  Rural	  WI	  Hospitals	  Are	  Leaders	  

•  High	  overall	  quality	  (2nd	  in	  2011	  -‐	  AHRQ)	  
•  Low	  rate	  of	  uninsured	  (0ed	  for	  4th	  in	  2010)	  
•  Low	  cost	  state	  in	  Medicare	  program	  
•  Rela0vely	  strong	  physician/hospital	  coopera0on	  
•  Hospitals’/systems’	  rela0vely	  beVer	  finances	  
•  Robust	  adop0on	  of	  HIT,	  especially	  with	  EHR	  	  
•  Suppor0ve	  tort	  environment	  
•  Leadership	  promo0ng	  county	  health	  rankings	  
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Percent	  Hospitals	  by	  Type	  
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North	  Carolina	  Health	  Research	  Policy	  Analysis	  Center,	  8/12	  
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Figure 2. More than half of all hospitals are rural hospitals 

 

 

Figure 3. But rural hospitals receive less than 17 percent of Medicare 

payments to hospitals 
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Percent	  Medicare	  Payment	  by	  Hospital	  Type	  
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Financial Indicator Definitions 

Ratio Definition Interpretation 

Total margin Net income / total 
revenue 

Measures the control of 
expenses relative to revenues. 
  

Days cash on 
hand 

(Cash + temporary 
investments + 
investments) / (Total 
expenses-
depreciation) 
  

Measures the number of days 
an organization could operate 
if no cash was collected. 

Debt service 
coverage 

(Net Income + 
depreciation + 
interest expense) / 
[Notes and loans 
payable (short term) 
+ Interest] 
  

Measures ability to pay long-
term debt 

Long-term 
debt to 
capitalization 

Long-term debt / 
(long-term debt + net 
assets) 
  

Measures the percentage of 
total capital that is debt 

Average age 
of plant 

Accumulated 
depreciation / 
Depreciation expense 
  

Measures the average age in 
years of the fixed assets of an 
organization. 

Interpreting Box Plots      

 

 

Figure 4. Rural Referral Centers and Urban-PPS hospitals were more 

profitable than other rural hospitals in 2010 

 

Maximum 

Upper Quartile 

Median 

Lower Quartile 

Minimum 

-2
0

%
-1

0
%

0
%

1
0

%
2

0
%

T
o

ta
l 
M

a
rg

in
 (

%
)

CAH MDH RRC Rural-PPS SCH Urban-PPS
Note: Extremely large and small values excluded from display.
Source: Analysis of Medicare Cost Reports by NC RHRC.

  August 2012 
!

North Carolina Rural Health Research & Policy Analysis Center  
 Cecil G. Sheps Center for Health Services Research   

725 Martin Luther King Jr. Blvd., CB 7590 UNC-CH Chapel Hill, 
NC 27599-7590 

5 

Financial Indicator Definitions 

Ratio Definition Interpretation 

Total margin Net income / total 
revenue 

Measures the control of 
expenses relative to revenues. 
  

Days cash on 
hand 

(Cash + temporary 
investments + 
investments) / (Total 
expenses-
depreciation) 
  

Measures the number of days 
an organization could operate 
if no cash was collected. 

Debt service 
coverage 

(Net Income + 
depreciation + 
interest expense) / 
[Notes and loans 
payable (short term) 
+ Interest] 
  

Measures ability to pay long-
term debt 

Long-term 
debt to 
capitalization 

Long-term debt / 
(long-term debt + net 
assets) 
  

Measures the percentage of 
total capital that is debt 

Average age 
of plant 

Accumulated 
depreciation / 
Depreciation expense 
  

Measures the average age in 
years of the fixed assets of an 
organization. 

Interpreting Box Plots      

 

 

Figure 4. Rural Referral Centers and Urban-PPS hospitals were more 

profitable than other rural hospitals in 2010 

 

Maximum 

Upper Quartile 

Median 

Lower Quartile 

Minimum 

-2
0

%
-1

0
%

0
%

1
0

%
2

0
%

To
ta

l M
a

rg
in

 (
%

)

CAH MDH RRC Rural-PPS SCH Urban-PPS
Note: Extremely large and small values excluded from display.
Source: Analysis of Medicare Cost Reports by NC RHRC.

North	  Carolina	  Health	  Research	  Policy	  Analysis	  Center,	  8/12	  

RWHC Hospitals 
Total Margin 
1st Half 2012 
CAH = 4.3% 
PPS = 7.9% 



“Rural	  Healthcare,	  Cri0cal	  Access	  &	  the	  Future”	  
Tim	  Size,	  Rural	  Wisconsin	  Health	  Conference,	  8/24/12	  

RWHC,	  880	  Independence	  Lane,	  Sauk	  City,	  WI	  53583	  	  	  	  	  	  (T)	  608-‐643-‐2343	  	  	  	  	  
Email:	  0msize@rwhc.com	  	  World	  Wide	  Web	  Site:	  www.rwhc.com	  	  Tweet:	  www.twiVer.com/RWHC	  	  	  	  	  Page	  9	  

17 

52 Hosp i t a l  i n pa t i e n t  a nd  ou t pa t i e n t  s e r v i c e s :  A s s e s s i ng  paymen t  adequacy  and  upda t i ng  paymen t s  

share of beneficiaries using inpatient services. From 2004 
to 2010, the overall hospital bed occupancy rate declined 
2 percentage points, from approximately 68 percent 
to 66 percent.3 In addition, the share of Medicare FFS 
beneficiaries using inpatient hospital services declined 
2 percentage points, from 22 percent to 20 percent from 
2006 to 2010. Similarly, from 2006 to 2010, the number 
of Medicare inpatient bed days per beneficiary declined 
from 1.9 in 2006 to 1.7 bed days per beneficiary in 2010. 
For this utilization indicator, we observed wide variation 
across states. Oregon, Idaho, and Utah had consistently 
low rates of inpatient utilization (approximately 1 inpatient 
day per beneficiary) while Mississippi, Kentucky, and 
New York had consistently high inpatient utilization rates 
(approximately 2 inpatient days per beneficiary). 

Hospitals have continued to expand the scope of services 
they offer. Our analysis of 50 specialized hospital services 
from 2005 to 2010 found that the share of hospitals and 
their affiliates providing each of these services increased 

for most services.4 New technologies, such as robotic 
surgery and PET services, were among those that grew 
most rapidly. Core hospital services, such as trauma care, 
cardiac services, and oncology, generally were offered 
by more hospitals in 2010 than in 2005. Post-acute care 
was the only area in which the share of hospitals offering 
a type of service declined by more than 1 percent. Rural 
hospitals tended to offer fewer high-tech services but have 
been expanding their imaging and orthopedic surgery 
offerings (Table 3-2). The change from 2009 to 2010 was 
similar to the average change for the six-year period.

Access to capital: Access remains positive, as 
the industry focuses on shifting capacity to 
the outpatient setting
In general, access to capital appears adequate. Access 
to capital allows hospitals to maintain and modernize 
their facilities. If hospitals were unable to access capital, 
it might in part reflect problems with the adequacy of 

3–2

Type of service

Rural

Percentage 
of hospitals 

Percentage  
point change  

Percentage 
of hospitals 

Percentage  
point change  

High-tech services
Robotic surgery 36% 22 2% 1
PET or PET/CT scanner 60 10 16 4
MRI 93 3 85 9

Core services
Palliative care 54 9 22 2
Indigent care clinic 37 9 11 4
Orthopedics 87 5 60 8
Open heart surgery 48 5 4 1
Cardiac catheterization 63 4 7 0
Oncology 76 1 39 2
Geriatrics 53 1 32 –1
Trauma center 46 1 37 4

Post-acute services
Skilled nursing 35 –6 43 –3
Home health 61 –3 56 –5

Note: CT (computed tomography). The American Hospital Association’s annual survey generally has overall response rates of more than 80 percent, but response rates 
vary by line of service.

Source: American Hospital Association annual survey of hospitals.

Overview	  of	  Rural	  Hospital	  Services	  

MedPAC:	  March,	  2012	  

USA	  Less	  Rural	  &	  Rural	  Farms	  Less	  
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Gary	  Paul	  Green,	  UW-‐Madison/Extension	  
Presenta0on	  in	  Mosinee,	  1/12-‐13/06	  

Population by Rural and Farm Residence,
Wisconsin: 1850 to 2000
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Rural	  Health	  Care	  Also	  About	  Rural	  Jobs	  
•  Rural	  health	  is	  an	  “export	  commodity”:	  insurance	  
premium	  and	  tax	  dollars	  only	  come	  back	  to	  circulate	  in	  
the	  community	  and	  create	  jobs	  if	  there	  are	  local	  health	  
care	  providers	  there	  (and	  people	  use	  them)	  to	  aVract	  
those	  dollars.	  	  

•  For	  every	  rural	  primary	  care	  physician,	  another	  23	  jobs	  are	  
created	  (FORHP,’12);	  a	  rural	  hospital’s	  closure	  is	  same	  as	  
a	  4%	  tax	  in	  loss	  of	  community	  income	  (UNC,	  ‘06).	  

•  BoJom	  line:	  Rural	  America	  is	  affected	  by	  where	  our	  
health	  care	  dollars	  are	  spent;	  rural	  communi/es	  are	  hurt	  
badly	  when	  policy	  and	  poli/cs	  ignore	  the	  local	  economic	  
impact	  of	  rural	  health.	  

20 
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Rural	  providers	  
increasingly	  looking	  
at	  both	  individual	  
healthcare	  and	  
ways	  to	  improve	  
the	  overall	  health	  
of	  their	  community	  
	  
2012	  Wisconsin	  	  
County	  Health	  Rankings	  Model,	  	  
University	  of	  Wisconsin	  	  
Popula0on	  Health	  Ins0tute	  
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BINGE	  DRINKING	  

Rural	  Wisconsin	  Faces	  Significant	  Challenges	  

23 

The	  state	  dental	  associa0on	  
and	  tavern	  league	  may	  look	  at	  
these	  maps	  differently.	  

III.	  Cri0cal	  Access	  Hospitals	  

CAHs	  are	  a	  dis0nct	  
Medicare	  provider	  
type	  with	  a	  cost	  
based	  payment	  
method.	  Condi0ons	  
of	  Par0cipa0on	  
basically	  same	  
except:	  25	  bed	  max.	  
and	  average	  96	  hr.	  
LOS	  max.	  	  
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The	  History	  of	  CAHs	  before	  1997	  (1	  of	  2)	  
1946	  The	  Hill–Burton	  Act	  financed	  the	  vast	  majority	  of	  
hospitals	  built	  in	  rural	  America	  following	  World	  War	  II.	  
1965	  “Medicare	  was	  established,	  adop0ng	  the	  private	  
health	  insurance	  sector’s	  ‘retrospec0ve	  cost-‐based	  
reimbursement’	  system	  to	  pay	  for	  hospital	  services.”	  	  
1982	  “Congress	  mandated	  the	  crea0on	  of	  a	  prospec0ve	  
payment	  system	  (PPS)	  to	  control	  costs–a	  per-‐case	  
reimbursement	  mechanism	  called	  diagnosis-‐related	  
groups	  (DRGs).	  In	  this	  DRG	  prospec0ve	  payment	  system,	  
Medicare	  pays	  hospitals	  a	  flat	  rate	  per	  case	  for	  inpa0ent	  
hospital	  care	  so	  that	  ‘efficient’	  hospitals	  are	  rewarded.	  

25 

Office of Inspector General, 8/01	  

The	  History	  of	  CAHs	  before	  1997	  (2	  of	  2)	  
In	  1988	  “Montana	  Hospital	  Research	  and	  Educa0on	  
Founda0on	  designed	  a	  demonstra0on	  of	  a	  hospital	  
called	  a	  medical	  assistance	  facility	  (MAF)	  that	  received	  
cost-‐based	  reimbursement	  from	  Medicare.	  MAFs	  were	  
isolated,	  limited-‐service	  hospitals	  that	  could	  admit	  
pa0ents	  for	  no	  more	  than	  a	  four-‐day	  length	  of	  stay.	  In	  
1989	  Congress	  authorized	  the	  Rural	  Primary	  Care	  
Hospital	  (RPCH)	  program,	  a	  second	  demonstra0on	  
program	  for	  small,	  rural	  hospitals	  would	  receive	  cost-‐	  
based	  payments	  from	  Medicare.	  In	  1997,	  the	  Balanced	  
Budget	  Act	  of	  1997	  merged	  the	  MAF	  and	  RPCH	  programs	  
into	  Cri0cal	  Access	  Hospitals	  (15	  acute	  bed	  limit).”	  	  

26 
MedPAC, October, 2002	  
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CAH	  Law	  Never	  Quiet	  for	  Long	  
•  Balanced	  Budget	  Act	  (BBA),	  ’97	  
•  Balanced	  Budget	  Refinement	  Act	  (BBRA),	  ‘99	  
•  Benefits	  Improvement	  and	  Protec0on	  Act	  (BIPA),	  ’00	  
•  Medicare	  Prescrip0on	  Drug,	  Improvement,	  and	  
Moderniza0on	  Act	  (MMA),	  ‘03	  

•  The	  Medicare	  Improvements	  to	  the	  Pa0ents	  and	  
Providers	  Act,	  ’08	  

•  Conrad	  Improvement	  Act,	  ‘08	  
•  Consolidated	  Security,	  Disaster	  Assistance,	  and	  
Con0nuing	  Appropria0ons	  Act,	  ’08	  	  

•  American	  Recovery	  and	  Reinvestment	  Act	  (ARRA),	  ’09	  

27 

hJp://www.aha.org/	  

Startup:	  Balanced	  Budget	  Act	  (BBA),	  ’97	  
•  CAHs	  receive	  reimbursement	  of	  “reasonable”	  costs.	  
•  CAHs	  must	  be	  located	  in	  a	  rural	  area	  >	  35	  mile	  distance	  
from	  another	  hospital,	  or	  15	  miles	  in	  mountainous	  
terrain	  or	  areas	  with	  only	  secondary	  roads.	  

•  Must	  have	  15	  or	  fewer	  acute	  inpa0ent	  care	  beds	  (or,	  in	  
the	  case	  of	  swing	  bed	  facili0es,	  up	  to	  25	  beds).	  

•  Must	  restrict	  pa0ent	  length	  of	  stay	  to	  no	  more	  than	  96	  
hours	  unless	  a	  longer	  period	  is	  required	  due	  to	  
emergency	  condi0ons	  is	  waived.	  

•  Must	  offer	  24-‐hour	  emergency	  services.	  
• 	  Must	  be	  owned	  by	  a	  public	  or	  nonprofit	  en0ty.	  

28 
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Major	  Improvements	  with	  BBRA,	  ’99	  

•  Replaced	  96	  hour	  LOS	  limita0on	  per	  pa0ent	  with	  an	  
annual	  average.	  

•  PermiVed	  CAHs	  to	  bill	  at	  the	  all-‐inclusive	  rate	  or	  con0nue	  
to	  bill	  hospital	  and	  physician	  services	  separately.	  

•  Granted	  CAH	  status	  to	  hospitals	  that	  have	  closed	  in	  the	  
past	  10	  years	  or	  downsized	  to	  a	  health	  clinic	  or	  center.	  

•  Allowed	  CAHs	  to	  con0nue	  providing	  long-‐term	  care.	  
services	  via	  the	  swing	  bed	  program	  and	  not	  under	  PPS.	  

•  Extended	  CAH	  eligibility	  to	  for-‐profit	  hospitals.	  

hJp://www.aha.org/	  
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Big	  Gains	  &	  Tradeoffs	  with	  MMA,	  ’03	  

•  Flexibility	  for	  25	  beds	  as	  acute	  care	  inpa0ent	  beds.	  
•  Increase	  CAH	  reimbursement	  to	  cost	  plus	  1%.	  
•  Provide	  cost-‐based	  reimbursement	  for	  certain	  
emergency	  room	  staff	  who	  are	  on-‐call.	  

•  Reinstate	  the	  Periodic	  Interim	  Payments	  (PIPs).	  
•  Expand	  by	  15%	  billing	  for	  outpa0ent	  services	  to	  any	  
prac00oner	  who	  assigns	  billing	  	  to	  CAH.	  

•  Permit	  CAHs	  to	  operate	  Psychiatric	  and/or	  
Rehabilita0on	  (DPUs)	  of	  up	  to	  10	  beds.	  

•  Eliminate	  state	  authority	  to	  waive	  35-‐mile	  rule	  (1/06).	  
hJp://www.raconline.org/	  	  
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“Rest	  of	  the	  Story”	  (I	  of	  4)	  
1983	  Medicare	  payment	  equity	  became	  an	  issue	  when	  
with	  PPS	  introduced	  based	  on	  model	  developed	  for	  
large	  ter0ary	  hospitals	  in	  New	  England-‐closures	  start.	  
1985	  NRHA	  and	  Rural	  Wisconsin	  Hospital	  Coopera0ve	  
(RWHC)*	  “challenged	  the	  jus/ce	  of	  a	  system	  based	  on	  
two	  na/onal	  rates	  perpetua/ng	  historical	  urban	  and	  
rural	  payment	  inequi/es	  not	  related	  to	  legi/mate	  
wage	  or	  intensity	  differen/als.”	  We	  requested	  “the	  
development	  of	  a	  model	  more	  sensi0ve	  to	  actual	  labor	  
markets	  than	  one	  where	  the	  wage	  scale	  takes	  a	  nose	  
dive	  at	  the	  urban	  county	  line.”	  *Harold	  Brown	  &	  AHA	  
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"A Pause On The Road To Rural Hospital Equity"  
National Rural Health Association,  

Newsletter, Oct-Dec 1992 

“Rest	  of	  the	  Story”	  (2	  of	  4)	  

1987	  In	  good	  part	  fueled	  by	  the	  equity	  issue,	  the	  
Na0onal	  Rural	  Primary	  Care	  Associa0on	  and	  American	  
Small	  and	  Rural	  Hospital	  Associa0on	  merge	  to	  form	  the	  
Na0onal	  Rural	  Health	  Associa0on	  (NRHA),	  crea0ng	  a	  
“new	  unified	  voice	  for	  rural	  health.”	  

1987	  NRHA	  to	  develop	  a	  class-‐ac0on	  suit	  advocated	  by	  
RWHC	  against	  the	  Department	  of	  Health	  and	  Human	  
Services	  for	  a	  Cons0tu0onal	  “unjust	  taking	  of	  property”	  
due	  to	  a	  failure	  to	  provide	  just	  compensa0on	  to	  rural	  
hospitals	  for	  services	  to	  Medicare	  pa0ents.	  	  
	  
	   32 
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“Rest	  of	  the	  Story”	  (3	  of	  4)	  
1988	  The	  Dartmouth	  Atlas	  of	  Health	  Care:	  “The	  reality	  
of	  health	  care	  in	  the	  United	  States	  is	  that	  geography	  is	  
des0ny.	  The	  amount	  of	  care	  consumed	  by	  Americans	  
depends	  more	  on	  where	  they	  live–the	  local	  supply	  of	  
resources	  and	  the	  prevailing	  prac0ce	  style–than	  on	  their	  
needs	  or	  preferences.”	  
1998	  In	  a	  Budget	  Resolu0on,	  the	  United	  States	  Senate	  
recognized	  that	  while	  “all	  Americans	  pay	  the	  same	  
payroll	  tax	  of	  2.9	  percent	  to	  the	  Medicare	  trust	  funds	  
and	  deserve	  the	  same	  choices	  and	  services	  regardless	  of	  
where	  they	  re0re,	  some	  regions	  receive	  2.5	  0mes	  more	  
in	  Medicare	  reimbursements	  than	  others.”	  
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“Rest	  of	  the	  Story”	  (4	  of	  4)	  
2000	  RWHC	  “Business	  Card”	  states	  that	  “Medicare	  
spending	  in	  Wisconsin	  per	  beneficiary	  was	  7th	  from	  the	  
boVom–$4,319	  in	  Wisconsin	  vs.	  $5,541	  na0onally.	  
Wisconsin	  is	  penalized	  for	  our	  more	  efficient	  provider	  
systems	  and	  for	  ongoing	  inequitable	  federal	  payment	  
policies,	  par0cularly	  the	  applica0on	  of	  technically	  
flawed	  adjustments	  for	  regional	  wage	  differences.”	  

2003	  “I	  will	  insist	  our	  rural	  policies	  be	  conferenced	  first.”	  
Opening	  Floor	  Statement	  of	  U.S.	  Sen.	  Chuck	  Grassley	  of	  
Iowa,	  Chairman,	  Senate	  CommiVee	  on	  Finance,	  
6/17/03.	  Paul	  Ryan	  did	  the	  heavy	  lizing	  in	  the	  House.	  

34 
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Challenges Facing CAHs - I	  
	  
Cost	  reimbursement	  is	  a	  blessing	  and	  a	  curse	  –	  “You	  
don’t	  lose	  money	  on	  Medicare	  services,	  but	  you	  also	  do	  
not	  make	  any	  (even	  considering	  the	  1%	  over	  Medicare	  
cost),	  so	  there	  is	  no	  contribu0on	  to	  margin.	  	  The	  more	  
Medicare	  business	  that	  you	  have,	  the	  harder	  it	  becomes	  
to	  generate	  opera0ng	  margin.	  Providing	  non-‐hospital	  
services	  can	  become	  a	  challenge	  due	  to	  the	  absorp0on	  
of	  overhead	  costs	  required	  by	  Medicare	  cost	  
accoun0ng.”	  
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Rich	  Donkle,	  RWHC	  Director	  	  
of	  Financial	  Consulting Services 

Challenges Facing CAHs – (1	  of	  4)	  
	  
Opera/ng	  within	  regulatory	  constraints	  –	  “The	  25	  bed	  
(physical	  beds)	  limit	  can	  present	  a	  challenge	  if	  a	  variety	  
of	  pa0ents	  are	  served,	  such	  as	  OB,	  ICU,	  surgical	  and	  
medical.	  	  The	  uncertainty	  that	  accompanies	  the	  
reloca0on	  of	  a	  CAH	  (not	  knowing	  for	  certain	  that	  you	  
will	  maintain	  status	  un0l	  azer	  the	  reloca0on	  is	  
complete).	  	  In	  addi0on,	  CMS	  seems	  to	  come	  up	  with	  
ways	  to	  complicate	  opera0ng	  as	  a	  CAH	  (physician	  
supervision	  requirements	  for	  example).”	  
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Rich	  Donkle,	  RWHC	  Director	  	  
of	  Financial	  Consulting Services 
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Challenges Facing CAHs – (2	  of	  4)	  
	  
Non-‐acute	  services	  absorb	  dispropor/onate	  amount	  of	  
costs	  –	  “Medicare	  uses	  full	  absorp0on	  cost	  accoun0ng,	  
not	  discrete	  or	  incremental	  cos0ng,	  so	  non-‐hospital	  
services	  are	  allocated	  overhead	  costs	  in	  the	  same	  
manner	  as	  if	  they	  were	  hospital	  services.	  	  This	  makes	  
the	  provision	  of	  services	  such	  as	  SNF,	  assisted	  living,	  and	  
even	  a	  home	  meals	  program	  a	  challenge	  to	  provide	  
under	  the	  umbrella	  of	  the	  hospital	  corpora0on.”	  
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Rich	  Donkle,	  RWHC	  Director	  	  
of	  Financial	  Consulting Services 

Challenges Facing CAHs – (3	  of	  4)	  
	  
Maximizing	  cost	  reimbursement	  can	  bring	  unintended	  
consequences	  –	  “Maximizing	  Medicare	  cost	  
reimbursement	  means	  minimizing	  non-‐Medicare	  cost	  
reimbursed	  services.	  	  OB,	  Psych,	  SNF	  and	  other	  non-‐
hospital	  services	  are	  all	  ‘losers’	  when	  it	  comes	  to	  cost	  
reimbursement.	  	  Even	  increasing	  non-‐Medicare	  acute	  
hospital	  pa0ent	  days	  can	  have	  a	  detrimental	  impact	  on	  
Medicare	  cost	  reimbursement.”	  
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Rich	  Donkle,	  RWHC	  Director	  	  
of	  Financial	  Consul0ng	  Services	  
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Challenges Facing CAHs - (4	  of	  4)	  
Impact	  of	  Medicare	  Advantage	  Plans	  –	  “Currently,	  
Medicare	  Advantage	  Plans	  reimburse	  at	  levels	  
equivalent	  to	  regular	  Medicare,	  but	  without	  an	  actual	  
cost	  seVlement.	  	  This	  means	  that	  a	  hospital	  may	  get	  
paid	  more	  or	  less	  than	  cost	  depending	  on	  its	  interim	  
rates	  from	  Medicare.	  	  Cost	  reimbursement,	  or	  its	  proxy,	  
is	  more	  costly	  for	  Medicare	  Advantage	  Plans,	  so	  they	  
have	  an	  incen0ve	  to	  try	  to	  have	  pa0ents	  treated	  
elsewhere.	  They	  have	  to	  balance	  this	  with	  keeping	  
pa0ents	  in	  their	  plan,	  but	  this	  can	  pose	  a	  threat	  to	  a	  
CAH	  with	  a	  lot	  of	  Medicare	  Advantage	  Plan	  pa0ents	  in	  
their	  service	  area.”	  	  
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Rich	  Donkle,	  RWHC	  Director	  	  
of	  Financial	  Consul0ng	  Service	  

The	  Future	  for	  Rural	  Health?	  

Rural	  Health	  is	  not	  
exempt	  from	  the	  
alignment	  of	  forces	  
driving	  reform–
beVer	  individual	  
health	  care,	  beVer	  
popula0on	  health	  
and	  lower	  costs	  (the	  
Ins0tute	  for	  Health	  
Improvement	  &	  
CMS’	  Triple	  Aim).	  
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Future:	  Informa0on	  Used	  to	  Manage	  Care	  	  
•  Pa0ents	  engaged	  in	  their	  own	  care	  plans	  (pa0ent	  
responsibility	  promoted	  by	  the	  system)	  and	  pa0ent	  
needs	  met	  (beVer	  care).	  	  

•  Seamless	  transfer	  of	  clinical	  and	  administra0ve	  
informa0on	  among	  providers.	  

•  Health	  informa0on	  readily	  available	  in	  rural	  places	  
and	  understandable	  to	  individual	  pa0ents.	  	  

•  Transparency	  of	  health	  care	  cost	  and	  quality	  
informa0on,	  access	  to	  proac0ve	  disease	  management	  
and	  preven0on	  assistance.	  	  
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"The	  High	  Performance	  Rural	  Health	  Care	  System	  	  
of	  the	  Future,"	  RUPRI	  Health	  Panel,	  9/2/11	  

The	  Rural/Urban	  Digital	  Divide	  Con0nues	  

“ARRA	  provides	  CAHs,	  
which	  have	  the	  lowest	  
EMR	  adop0on	  rates	  of	  
any	  hospitals	  surveyed	  
by	  HIMSS	  Analy0cs,	  with	  
a	  frac0on	  of	  the	  
incen0ves	  that	  PPS	  
hospitals	  will	  receive.”	  
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“Rural Health IT Blog” by Louis Wenzlow,  
RWHC Director of Health Information Technology, 

11/10/09 



“Rural	  Healthcare,	  Cri0cal	  Access	  &	  the	  Future”	  
Tim	  Size,	  Rural	  Wisconsin	  Health	  Conference,	  8/24/12	  

RWHC,	  880	  Independence	  Lane,	  Sauk	  City,	  WI	  53583	  	  	  	  	  	  (T)	  608-‐643-‐2343	  	  	  	  	  
Email:	  0msize@rwhc.com	  	  World	  Wide	  Web	  Site:	  www.rwhc.com	  	  Tweet:	  www.twiVer.com/RWHC	  	  	  	  	  Page	  22	  

Future:	  Paying	  for	  Value	  	  
•  Service	  will	  be	  accessed	  based	  on	  pa0ent	  experience,	  
care	  quality,	  and	  delivery	  efficiency.	  	  

•  Health	  care	  value,	  not	  simply	  service	  volume,	  will	  
drive	  payment.	  	  

•  Rural	  health	  care	  systems	  will	  be	  organized	  around	  a	  
robust	  primary	  care	  base.	  	  

•  The	  focus	  will	  be	  on	  care	  in	  the	  community,	  
supported	  by	  the	  hospital–anchored	  in	  primary	  care.	  
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"The	  High	  Performance	  Rural	  Health	  Care	  System	  	  
of	  the	  Future,"	  RUPRI	  Health	  Panel,	  9/2/11	  
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Workforce	  shortages	  hit	  
rural	  first,	  harder	  	  
and	  longer:	  	  	  

Currently	  
	  Primary	  Care,	  Dental,	  	  

Mental	  Health,	  
Pharmacy	  &	  EMS	  	  

Coming	  Our	  Way	  
General	  Surgery	  &	  Nursing	  

Even	  if	  ACA	  Survives,	  Coverage	  ≠	  Access	  
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Future:	  Collabora0ng	  to	  Integrate	  Services	  
•  Collabora0ve	  provider	  will	  deliver	  the	  con0nuum	  of	  
care	  seamlessly	  to	  pa0ents.	  

•  Rural	  providers	  will	  collaborate	  locally	  for	  improved	  
health	  outcomes	  and	  beVer	  financial	  performance.	  	  

•  Rural	  providers	  will	  collaborate	  ver0cally	  to	  ensure	  
0mely	  access	  to	  services	  not	  available	  locally.	  	  

•  Urban	  systems	  will	  collaborate	  with	  rural	  health	  
systems	  to	  meet	  performance	  and	  financial	  goals.	  	  

•  Rural	  providers	  will	  collaborate	  horizontally	  when	  
nego0a0ng	  with	  distant	  and/or	  urban	  systems.	  	  
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"The	  High	  Performance	  Rural	  Health	  Care	  System	  	  
of	  the	  Future,"	  RUPRI	  Health	  Panel,	  9/2/11	  

Compe00on	  and	  Coopera0on	  Coexist	  
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•  Providers	  and	  pa0ents	  will	  connect	  to	  community	  
health	  resources	  to	  improve	  individual	  health.	  	  

•  Providers	  and	  the	  community	  will	  “go	  upstream”	  to	  
address	  factors	  that	  influence	  popula0on	  health.	  

•  In	  concert	  with	  clinical	  quality	  and	  efficiency	  metrics,	  
rural	  communi0es	  will	  employ	  metrics	  that	  assess	  
these	  more	  global	  outcomes.	  	  

•  Rural	  providers	  and	  their	  communi0es	  will	  partner	  in	  
crea0ng	  healthier	  communi0es.	  
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"The	  High	  Performance	  Rural	  Health	  Care	  System	  	  
of	  the	  Future,"	  RUPRI	  Health	  Panel,	  9/2/11	  

Future:	  Healthy	  People	  /	  Healthy	  Communi0es	  

Healthcare	  Reform	  ≠	  Health	  Reform	  
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American	  Hospital	  Associa0on’s	  “Health	  for	  Life,	  	  
BeVer	  Health,	  BeVer	  Health	  Care”	  August,	  2007	  

“We	  must	  provide	  
educa0on	  and	  preven0ve	  
care,	  help	  all	  reach	  highest	  
poten0al	  for	  health	  and	  
reverse	  the	  trend	  of	  
avoidable	  illness.	  Individuals	  
must	  achieve	  healthier	  
lifestyles;	  take	  responsibility	  
for	  health	  behaviors	  and	  
choices…	  and	  act.”	  
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Vision	  MaVers	  
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Rural	  Health	  On-‐line	  Resources	  
•  RWHC	  Web:	  hJp://www.rwhc.com/	  For	  the	  free	  RWHC	  Eye	  on	  Health	  	  	  	  	  
e-‐newsleJer,	  email	  office@rwhc.com	  with	  “subscribe”	  on	  subject	  line.	  	  

•  Wisconsin	  Office	  of	  Rural	  Health:	  hJp://worh.org/	  

•  Rural	  Assistance	  Center	  at	  www.raconline.org/	  is	  an	  incredible	  
federally	  supported	  informa0on	  resource.	  

•  Health	  Workforce	  Informa/on	  Center	  www.healthworkforceinfo.org/	  

•  The	  Rankings	  &	  Roadmaps	  Team 	   	  	  
www.countyhealthrankings.org/roadmaps/ac/on-‐center	  

•  Associa/on	  for	  Community	  Health	  Improvement	  
www.communityhlth.org/	  

•  Wisconsin	  State	  Journal	  Special	  Report:	  “Rural	  Health”	  
	  hJp://host.madison.com/special-‐sec/on/rural_health/	  
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