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BUDGET CUTS TARGET RURAL HEALTH CARE AND HOSPitALS 
October 12, 1995 

RURAL JEIOSPITALS ARE ALREADY IN A PRECARIOUS FINANCIAL POSITION: 

• The number of rural hospitals dropped 17% between 1983 and 1993, while the number 
of urban hospitals dropped 2%. 

25°/o of rural hospitals operate at a loss. 

• Rural hospitals lose money on 'Medicare patients; urban hospitals make a small profit. 

RURAL HOSPITALS DEPEND ON MEDICARE AND MEDICAID: 

• Medicare alone accounts for almost 40°/o of the average rural hospital's net patient 
revenue. For some rural hospitals, Medicare accounts for as much as 80%. 

• About 60% of the people discharged from rural hospitals are Medicare or Medicaid 
beneficiaries -- 25% higher than the share for urban hospitals. 

•- Rural Americans depend more on Medicaid and Medicare because their incomes are 
33°/o lower than the average urban American. And a 60% higher share of elderly live 
in poverty in rural areas than in urban areas. 

THE )REPUBLICAN BUDGET TARGETS RURAL AMERICANS' HEALTH CARE AND RURAL HOSPIT. 

• Cuts Medicare for rural Americans by $58 billion -- a 20o/o cut in 2002 -- just to pay 
for a huge tax cut for the wealthy. 

• Cuts will cost the typical rural hospital $5 million over seven years. This is a huge hit 
since the typical rural hospital has annual expenses of less than $ l 5 million. 

• 

• 

Higher out-of-pocket costs and a second class Medicare program for the 9.6 million 
older and disabled Medicare recipients in rural areas. 

Cuts Medicaid for rural Americans by $45 billion, denying coverage for as many as 
2.2 million rural Americans, including: 

" 

• Over I million children 

• 
230,000 older Americans 
350,000 people with disabilities 

77,000 rural older and disabled Americans could be denied nurs~~g borne coverage . 

55,000 rural older and disabled Americans could be denied home care benefits. 

Cuts will force rural families to choose between nursing home coverage for their 
parents and education for their children. 



, 

FACTS ON THE IMPACT OF BUDGET CUTS ON 
RURAL RESIDENTS AND RURAL HOSPITALS 

Rural residents and hospitals are uniquely vulnerable to cuts in Medicare and 
Medicaid. Both are disproportionately dependant on these programs and both 
typically face significant financial pressures. The Republican budget cuts, as a 
rc!sult. will threaten coverage for many rural residents and p·ose a unique danger to 
the many rural hospitals operating on the edge of financial survival. 

I. IMPACT OF REPUBLICAN CUTS ON RURAL HOSPITALS 

RURAL HOSPITALS REMAIN IN A UNIQUELY PRECARIOUS FINANCIAL 
POSITION. 

.. 

• 

• 

Rural Hospitals Have Been Closing At A Disproportionate Rate: The number of 
rural hospitals in America fell by 1 7% between 1 983 and 1993 (compared to a 
decrease of 1.9% for urban hospitals). [American Hospital Association. Hospital Statistics. 
1994] 

Rural Hospitals Face Uniquely Severe Financial Pressures 

• 

• 

• 

• 

Higher cost per patient. The low volume of patients means that many rural 
hospitals face higher costs per patient than large urban hospitals. [Rural Policy 
Research Institute (RUPRI). 1995] 

Lower Medicare payments. \faking matters worse is the fact that Medicare 
payments are roughly 20% less per beneficiary in rural areas than in urban 
ones. [RUPRI. 1995] 

Net loss on every beneficiary. Higher costs and lower payments mean that 
rural hospitals lose roughly 2% on Medicare patients. Urban hospitals, in 
contrast run a slight profit (.6% on Medicare patients). [Prospective Payment 
Assessment Commission (PPRC). 1995] 

Some states may have even larger losses. According to the Kansas City 
Star. "it is not a question of whether Indiana hospitals will close. It is a 
question of when . . . . Indiana hospitals already lose about 12 to 14 cents of 
every dollar they spend on Medicare patients." [Kansas City Star. 7 /30/95] 

One out of four Rural Hospitals Operate At A Loss: Twenty-jive percent of rural 
hospitals had a negative total operating margin in 1993. [PPRC, 1995] 



.• 

RURAL HOSPITALS \VILL BE HIT UNUSUALLY HARD BECAUSE THEY SERVE A 
DISPROPORTIONATE NUMBER OF MEDICARE BENEFICIARIES. 

• Tht! Vast Majority Of Rural Patients Are Medicare Or Medicaid Beneficiaries. About 60% of 
the discharges in rural hospitals are Medicare or Medicaid beneficiaries -- 25% higher than the 
proportion in urban hospitals. [American Hospital Association. Annual Survey of Hospitals. 1993] 

• '.\1edicare Alone Accounts For Almost 40% Of Net Patient Revenue In The Average Rural 
Hospital. [Frenzen. 1995] In some rural areas, Medicare represents as much as 80% of revenues. 

• 

• 

• 

Rural Indiana: "On average, Indiana hospitals get about 40 percent to 45 percent of their 
income from Medicare .... [A]t smaller hospitals in rural Indiana. however, Medicare 
and ... Medicaid can account for 60 to 80 cents of every dollar they collect." [The Indianapolis.-

'· Star, 1018195. citing Bob Morr. Vice President of the Indiana Hospital Association) -·~-

Rural Minnesota: Swift County-Benson Hospital. out in the prairie of Benson, Minnesota, 
gets an overwhelming 85% of its revenue from ~edicare and Medicaid. [Star Tribune, 1012/95] 

Rural Nebraska: In a recent article, the New York Times profiled a rural hospital in 
Nebraska -- the Saunders County Health Services -- which "ministers to a population that is 
largely elderly and exceedingly dependant on Medicare." The Times reports that the elderly 
actually account for 80% of the hospital's revenue. The precarious financial straits of the 
hospital are typical of many rural centers. Saunders "lost money last year. hopes to break 
even this year and has been struggling since the mid-1980s." I ts manager worries that the 
new spending controls on Medicare would have a significant impact on his 30-bed hospital. 
As the Times notes. "the Medicare policies being created in Washington instill anxiety and 
frustration. " [New York Times, 5.'21/95] 

GIVEN THEIR PRECARIOUS FINANCIAL SITUATION AND THEIR SIGNIFICANT 
RELIANCE ON MEDICARE AND MEDICAID, PROPOSED BUDGET CUTS WILL LIKELY 
FORCE THE CLOSING OF MANY RURAL HOSPITALS ACROSS THE NATION. 

• Budget Cuts Will Cost The Typical Rural Hospital SS Million Over Seven Years. according to 
the American Hospital Association. [American Hospital Association. 10/6/95]. To put that figure in 
context, the typical rural community hospital has total expenses of less than $15 million every 
Y1!ar. [American Hospital Association. Annual Survey of Hospitals, 1993] 

• 

• 

Example: Nebraska: The Nebraska Association of Hospitals and Health Systems released 
a study on September 8, 1995, reporting that the Republican cuts will cost a small rural 
Nebraska hospital (less than 49 beds) $3 .3 million, a mid-size hospital ( 49- l 00 beds) $11 
million. and a typical larger size rural hospital (100-200 beds) $33 million. [Press Release, 

9/8/95] 

Cuts ask Hospitals to Provide 19 Months of Free Care: "The proposed $270 billion 
reduction in Medicare spending is asking hospitals to provide 19 months of free care to 
Medicare recipients over the next seven years .... Clearly, it's a lose-lose situation. not 
only for hospitals. but for the public who depend on these hospitals." says Harlan Heald. 
President of The Nebraska Association of Hospitals and Health System [Press Release, 918195] 



• Recent Press Reports Warn Of Hospital Closings Under Republican Budget Cuts. 

The Kansas City Star reports: "If Congress cuts Medicare spending by $270 billion. rural 
health care will be one of its biggest victims, hospital operators, researchers and others 
predict. Such reductions will force the closing of some rural hospitals. curb such basic 
services as emergency rooms and community health clinics, and worsen an already serious 
shonage of doctors and other health care workers." [Kansas City Star, 7/30/95] 

• The Wall Street Journal reports: "hospitals are closing anyway at a rate of 50 or so each 
year. But that number could double. or even triple due to stepped-up financial pressures 
from the government and private payers, analysts say." [Wall Street Journal, 1012/95] 

• 

• 

• 

• 

• 

The Billings Gazette: "In rural areas. the percentage of Medicare [patients] is probably 
higher so the effect would be more pronounced. Overall, it's going to be devastating." 
Ahrens, President of the Montana Hospital Association [Billings Gazelle, 5129195] 

JiJir:-

The Fort Lauderdale Sun-Sentinel reports that tpe budget cut "means higher health care 
premiums. higher deductibles, and more restrictive employer-provided health care plans ... 
or an awful lot of rural medical facilities are going to go belly up and a lot of the nation's 
great teaching hospitals are going to become shells of their former excellence. It's probably 
both." [Sun-Sentinel. 10/3/95] 

Baton Rouge Advocate: "We're facing an enormous crisis in rural hospitals if something is 
not done about these cuts in Medicare and Medicaid," warned Joe Soileau, chairman of the 
Louisiana Rural Hospital Coalition. [Baton Rouge Advocate, 9/23/95] 

Minneapolis Star Tribune: "The small hospital out on the prairie in Benson, Minnesota 
has a message for the members of Congress who are trying to shake up the Medicare­
Medicaid system: 'If some things don't happen to help us. our life as we know it today will 
be over in 12 to 18 months,' said John Stidt. Chief Executive Officer of Swift County­
Benson Hospital. 'We will have to close our doors."' [Star Tribune, 10/2/95] 

Arkansas Democrat-Gazette: One hospital near Prescon, Arkansas. may soon close its 
doors. The hospital. according to an administrator. relied on Medicare and Medicaid for 
72% of its payments. If it closes. "the nearest hospital will be in Hope, about 15 miles to 
the southwest." A spokesman for the Arkansas Hospital Association "said that rural 
hospitals suffer disproportionately because of their heavy reliance on Medicare and 
Medicaid payments." [Arkansas Democrac-Gazeue. 7119/95) 



II. IMPACT OF HEALTH CARE CUTS ON RURAL RESIDENTS 

MEDICARE CUTS IN RURAL AMERICA \VILL AMOUNT TO SSS BILLION OVER SEVEN 
YEARS. A 20% CUT IN 2002. THESE CUTS WILL SEVERELY DISRUPT THE PROVISION 
OF MEDllCAL SERVICES TO MANY RURAL RESIDENTS. 

• Approximately 9.6 Million Older And Disabled Residents In Rural America Depend On 
M(:dicare For Their Health Care. (Department of Health and Human Services (HHS)] 

• Because Of The Migration Of Young To Urban Centers, A Higher Proportion of Rural 
Residents Are Older Than Urban Dwellers And Depend Heavily On Medicare. 

• Far higher enrollment rates. The Medicare enrollment rate is 28% higher in rural than ~n· ·~ 
urban areas (16.0% vs. 12.5%), making Medicare a critical source of revenue for the rural - -
health care system. [Frenzen. 1995] 

• Medicare is particularly vital in farming communities. 22% of fann operators were 65 
or older in 1990, compared to only 3% of the U.S. workforce as a whole. [Council of 
Economic Advisers] 

• Example: Nebraska. In Nebraska, "it is the rural health-care system that is most 'fragile,' 
as Dr. Mark Honon, the state director of health, put it. Eighteen percent of Nebraska's 
rural population is over 65; many of the hospitals in rural areas, and many of the primary 
care physicians there, are exceedingly reliant on the Medicare program." [Sunday Gazette Mail, 
5121/95] 

• Rural Communities Are Less Able To Bear The Burden Of Medicare Cuts, since their 
n:sidents have less income on average than urban residents and their economies depend more 
heavily. on Medicare payments. 

• 

• 

.. 

Rural residents have lower incomes: Rural residents had an av_erage per capita income in 
\993 of $16,028. compared to $23,843 for. urban residents. [Bureau of Economic Analysis. 
Regional Economic Information System. 1993.] The incidence of poveny among the non­
metropolitan elderly is approximately 60% higher than among metropolitan elderly (\6.7% 
vs. 10.5%). Thus, an across the board increase in premiums will represent a far larger tax 
in percentage tenns on the rural elderly than on the urban elderly. [HHS. RUPRI, 1995] 

Rural economies depend more heavily on Medicare payments than urban economies . 
Medicare comprises a far greater percentage of total personal income in rural areas than 
urban areas -- 41 % more. [RUPRI. 1995] · 

"A Financial Shock" to rural America. "Clearly, a uniform percentage cut in Medicare 
would give rural America a financial shock," said Glenn Nelson, a researcher for the Rural 
Policy Research Institute. [Kansas City Star, 7130/95] 



. . ' 
MEDICAID SPENDING WILL FALL BY $45 BILLION IN RURAL AMERICA, FORCING 
MANY TO LOSE CRITICAL HEAL TH CARE COVERAGE FOR NEEDED SERVICES. 

• Spending Cuts Could Deny Medicaid Coverage To As Many As 2.2 Million Rural Americans, 
according to the Department of Health and Human Services, including: 

• 1 Million Children 
• 230,000 Older Americans 
• 350,000 People With Disabilities 

• As M:any As 77,000 Rural Older And Disabled Persons In America Could Be Denied Nursing 
Home: Coverage in 2002. Most of the 350,000 people living in nursing homes in rural America 
are covered by Medicaid. Under the Republican Medicaid plan, as many as 77,000 rural nursing 
home residents (22%) could be denied coverage. [HHS] 

• As Many As 55,000 Rural Older And Disabled Persons In America Could Be Denied Home 
Care Benefits in 2002. About 333,000 poor elderly in rural America need home care. Under the 
Republican Medicaid plan, as many as 55,000 (17%) ruralpoor elderly who need home care will 
lose coverage. [HHS] 

ill. RURAL HEALm CARE AND ACCESS To DOCTORS 

BECAUSE RURAL DOCTORS RELY DISPROPORTIONATELY ON MEDICARE AND 
MEDICAID, REPUBLICAN PROPOSALS WILL MEAN THE LOSS OF MUCH NEEDED 
DOCTORS. 

• Rural Medicare Recipients Could Have Less Choice of their Own Doctor Under Republican 
Medicare Plans: Only 44% of physicians in rural areas are members of HMO or PPO plans, 
compared to 81 % for physicians in urban areas. (American Medical Association, 1993]. 

• Rural Physicians Rely More on Medicare and Medicaid Than Urban Physicians. 

• Medicare and Medicaid accounts for 53% of the practice of non-metropolitan primary care 
physicians, but only 41 % of the practice of physicians in large metropolitan areas. (Report of 
the Council on Medicaid Services, 1995). 

• Rep1ublican Budget Cuts Will Make Medical Practice in Rural Communities Less Desirable 
and Will Cause Medicare Recipients To Lose Needed Doctors. America's rural Medicare 
recipients would need 5,084 more primary care physicians to have the same doctor to population 
ratio as the nation as a whole. [Mueller, 1995). Yet the American Medical Association has stated 
that the cuts in Medicare are so severe that they "will unquestionably cause some physicians to 
leave Medicare." [New York Times, October 10, 1995.) 



THE REPUBLICAN BUDGET TARGETS RURAL AMERICA AND HITS IT HARD 
October 11, 1995 

THE REPUBLICAN BUDGET TARGETS RURAL MEDICARE BENEFICIARIES AND HOSPITALS: 

• 

• 

C1J1ts Medicare for rural Americans by $58 billion -- a 20°10 cut in 2002 -- just to pay 
for a huge tax cut for the wealthy: 

Higher out-of-pocket costs and a second class Medicare program for the 9.6 million 
older and disabled Americans in rural areas. 

• Many rural hospitals will be forced to close -- sometimes the only hospital for miles, . ·-:-. 
leaving rural Americans with nowhere to turn for the health care they need. - -

THE REPUBLICAN BUDGET TARGETS RURAL MEDICAID: 

• 

• 

• 

• 

Elliminates coverage for as many as 2.2 million rural Americans including: 
• Over 1 million children 
• 230,000 older Americans 
• 350,000 people with disabilities 

77,000 rural older and disabled Americans could be denied nursing home coverage . 

5:5,000 rural older and disabled Americans could be denied home care benefits • 

Cuts will force rural families to choose between nursing home coverage for their 
parents and education for their children. 

THE REPUBLICAN BUDGET TARGETS FARMERS: 

• 

• 

25°10 bite out of farm programs -- jeopardizing the rural way of life in America . 

Cuts come right out of the pockets of farmers -- net farm income for target price 
c:rops and soybeans is expected to decline by $9 billion over seven years. 

THE REPUBLICAN BUDGET RAISES TAXES ON RURAL WORKING FAMILIES: 

• !Raises taxes on 4 million rural working families by an average of $352. 

THE REPUBLICAN BUDGET TARGETS RURAL EDUCATION: 

• Cuts will deny 113,000 rural children basic and advanced skills education -- at a time 
when many small-town and rural schools are already having trouble making ends meet. 



U\IPACT OF REPUBLICAN BUDGET CUTS ON RURAL AMERICA 
October 11. 1995 

HEALTH CARE IN RURAL AMERICA' 

The Republican MEDICARE Cuts Will Force 9.6 Million Older And Disabled Americans In 
Rural America To Pay Higher Premiums and Higher Deductibles For A Weakened Second Class 
Medicare Program. 

Medicare· Spending For People In Rural Areas Of America Will Be Cut By $58 billion Over 
Seven Years -- A 20°/o Percent Cut In 2002 Alone. 

• 

• 

• 

The Republican Cuts Will Increase The Severe Financial Pressure On Rural Hospitals In ~ ·~­

America And Force Some Rural Hospitals To Close. Today, rural hospitals lose money on..;.-;:, 
Medicare patients while urban hospitals make a small profit. Medicare accounts for almost · -
40% of net patient revenue in the average rural hospital, and as much as 80% in some rural 
hospitals. 

According to the American Hospital Association, under the Republican cuts, the typical 
rural hospital will lose $5 million in Medicare funding over seven years. 

Rural Medicare Recipients Would Lose Much-Needed Doctors. America's rural Medicare 
recipients would need 5,084 more primary care physicians to have the same doctor to 
population ratio as the nation as a whole. Yet the American Medical Association has stated 
that the cuts in Medicare are so severe that they "will unquestionably cause some physicians 
to leave Medicare." [New York Times, October 10, 1995.] 

The Replllblican MEDICAID Cuts Will Further Hurt Rural Hospitals And Eliminate Coverage 
For Millions Of Rural Americans. 

• Rural Hospitals Will Suffer Additional Revenue Losses From The $45 Billion Republican 
Medicaid Cuts. In addition to the average of $5 million rural hospitals will lose from 
Medicare cuts, rural hospitals will also face revenue shortages due to the severe Republican 
Medicaid cut. 

• As Many As 2.2 Million Rural Americans Will Be Denied Medicaid Coverage, Including: 

• I Million Children 
• 230,000 Older Americans 
• 350,000 People With Disabilities 

• Over 77,000 Rural Older And Disabled Persons In America Could Be Denied Nursing 
Home Coverage in 2002. Most of the 350,000 people living in nursing homes in rural 
America are covered by Medicaid. Under the Republican Medicaid plan, approximately 
77,000 rural nursing home residents (22%) could be denied coverage. 

• Over 55,000 Rural Older And Disabled Persons In America Could Be Denied Home Care 
Benefits in 2002. Most of the 365,600 poor elderly in rural America who need home care are 
covered by Medicaid. Under the Republican Medicaid plan, approximately 55,000 (17%) 
mral poor elderly who need home care will lose coverage. 



FARMING IN RURAL AMERICA 

The Republican Budget Slashes Farm Spending By 25% over seven years. Farm spending in 
America will be reduced by $13 billion -- drastically reducing support for commodity programs. 

The Republican Budget Will Reduce Farm Income Nationwide. As a result of the Republican 
cuts, net farm income for target price crops and soybeans is expected to decline by $9 billion 
over seven years -- a 4% reduction in earnings. 

TAXES ON WORKING FAMILIES IN RURAL AMERICA 

The Republican Budget Raises Taxes On 4 Million Working Families In Rural America By 
An Average Of $352 in 2002. Republican cuts to the Earned Income Tax Credit will impose a 
$59 .2 million tax increase on working families and their children in rural America. 

EDUCATION IN RURAL AMERICA 

The R,epublican Education Cuts Will Deny 113,000 Children Basic And Advanced Skills In 
Rural America in 1996. Title I funds in rural areas will be cut by $113 million -- more than 
17% -- denying crucial assistance at a time when many small-town and rural schools are already 
having trouble making ends meet. 

PUBLIC HEALTH AND THE ENVIRONMENT IN RURAL AMERICA 

The R1~publican Budget Will Reduce The Amount Of Money That States Can Spend To 
Keep ';\later Clean In Small Communities And Rural Areas By 20°/o Compared To The 
Presid1mt's Balanced Budget. These cuts will derail initiatives that are working to fight water 
pollution and protect public health. · 

The Rc~publican Budget Proposal Will Stop Or ·slow The Clean-up Of At Least 115 Toxic 
Waste Sites In Rural America. Nationwide, the Republican Budget reduces spending on toxic 
waste cleanups by 36% -- or $560 million -- below the President's balanced budget. These cuts 
will restrict or stop clean-ups of sites nationwide that pose a threat to public health and the 
environment. 

TRANSPORTATION IN RURAL AMERICA 

The R.:~publican Budget Will Cut Transportation Grants For Rural Areas By 20%. 
Republican proposals cut $57.4 million for rural transportation in America. These funds are 
essential for giving residents access to medical services, supermarkets and grocery stores, and job 
training. 

--



NUTRITION IN RURAL AMERICA 

Republican Cuts Will Slash Up To 15% From Food Assistance To Rural America. 
Republican budget cuts will fall particularly hard on the rural poor, cutting as much as $11 
billion in food assistance from rural areas over seven years. 

Republi<:an Nutrition Cuts Will Eliminate Jobs In America. These cuts will reduce farm 
prices and incomes, and result in the loss of as many as 328,900 jobs nationwide -- including up 
to 57 ,800 rural jobs. 

HOUSING IN RURAL AMERICA 

The Republican Housing Cuts Will Reduce Spending On Public Housing Capital In Rural 
America 46% Below The President's Request in 1996. Cuts to public housing capital 
assistance in rural areas will total $460 million in 1996, severely hindering efforts by rural 
housing agencies to rehabilitate run down public housing projects and provide much needed 
security and anti-crime programs. · 

The Replllblican Budget Will Cut 40% From Assistance To Homeless Persons in Rural 
Areas in 1996. The Republican plan will cut $108 million in homeless assistance to rural areas. 
The reduction will mean 4.9 million fewer nights of shelter for America's rural homeless. 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT ANO BUDGET 

Washington, D.C. 20503-0001 

LRM NO: 6533 

FILE NO: 2795 

9no1ss 
LEGISLATIVE REFERRAL MEMORANDUM Total Page(s): .Ji_ 

TO: Legislative Liaison Officer. See Distribution below: · 

F=ROM: Janet FORSGREN~ / l-' ~~for) Assi~tant Director for Legislative Reference 

OMB CONTACT: Robert PELLICCI 1;5:;;1 Legislative As~)stant's Line: 395-7362. . _ . 
C=US, A""TELEMAIL, P'"GOV+EOP, O=OMB, ~U1=LRD, S=PELLICCI, G""ROBERT. l==J 
pellicci_r@a1.eop.gov \~ 

SUB.JECT: HHS Proposed Testimony RE: HR3753, The R~~.al Health Improvement Act of 1996 
.<· 

;. 

DEADLINE: 11:00 a.m. Wednesday, September 11,1996 

In accordance with OMB Circular A-19, OMB requests the view~'of your agency on the above subject before 
advising on its relationship to the program of the President. 

Please advise us If this Item will affect direct spending or r~~eipts for purposes of the 
"Pay-A!l:·You-Go" provisions or Title XIII of the Omnibus Budget Reconciliation Act of 1990. 

COMMENTS: Hearing is before the House Committee on Wa~1s and Means on Thursday,' Septeriibl:!r 12th. Jeff 
Human. from PHS' Office of Rural Health Policy~ls the witness. 

D1:i:iTRIBUTION LIST: 
AGENCIES: 76-National Economic Council· Sonyia Matthe.ws - 2024562174 

118-TREASURY • Richard S. Carro • 2026221146 
EOP: Nancy-Ann Min 

Greg Simon 
Chris Jennings 
Diana Fortuna 
Jennifer Klein 
Elena Kagan 
Barry Clendenin 
Mark Miller 
Richard Turman 

.)A.lice Shuffield 
·~Lisa Kountoupes 

Allison Eydt 
Jim Murr 
Janet Forsgren 

I' ·' 

·i 

~!' ,· 
i· 
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RESPONSE TO 
LEGISLATIVE REFERRAL 

MEMORANDUM 

LRM NO: 

FILE NO: 

F' !/'-, • ~ 0 

5533 

2795 

If your respo1nse to this request ror views is short (e.g., concur/no comment), we prefer that you respond by e-mail or 
by faxing us this response sheet. . . . 

If the response is short and you prefer to call, please call the branch~wide line shown below (NOT the analyst's line) 
to leave a message with a legislative assistant. 
You may also respond by: 

(1) calllng the analysVattorney's direct line (you will be connected to voice mall If the analyst does not answer): or 
(2) sending us a memo or letter 

Please lnclu•je the LRM number shown above, C::1nd the subject shown below . 

TO: Robert PELLICCI 395-4871 
Office of Management and Budget 
Fax Number: 395-6146 

.. 

Branch-Wide Line (to reach legislative assi~lant): 395· 7362 

,,, 

FROM: ------------------- (Date) 

---------------~~~ (Name) 

------------------- (Agency) 

(Telephone) 
------------------- ...••. '""!_j 

SUBJECT: HHS Proposed Testimony RE: HR3753, Th·e Rural Health Improvement Act of 1996 

,. 
i! 

The following is the response or our agency to your request for views on the above-captioned subject: 

___ Concur 

___ No Objection 

___ No Comment 

___ See proposed edits on pages ___ _ 

___ Other: ------------

FAX RETURN of __ pages, attached to thi~ response sheet 

i. 
'.' 
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C"JOOd momiq. 

DRAFI' TESTIMONY 
COMMITI'EE ON WAYS AND MEANS 

SEPTEMBER 12. 1996 
TEWREY HUMAN 

Mr. C::bainD.ID, l am plc:ucd to be btre to be a .pat of an impormat hc:ariag OD the 
availnbWty of bealth '*' In nn1 ~\mitill. 'I1iiJ is a aipiflcant po'blmn that hu 
plap.ed die Nation for many yem. Wo ae eppreoiadve otthe supJ)ort 1hc Houte Ways 
a.ad °tl&cam Commit&M U. provided ~roup the Yeatl in~- runl health care 
OOllOCDI. 

llaen~ are twc aajm.compcmeats of dae umque probl~ rural Americms ~ in getting 
hall~~ CUC. rirst, 1hcre is a shonagc of phydciana md bdier health we professionals in 
rural mu. Second. nnl bospitalt haw bcc:D cloaiq at a diapr0part:ionate nt6 for !M 
put l 5 years. · 

Witb respect to phyJidans shoxU&es: oa a per capita 'bw there are llmost twice as many. 
prin:tuy care physicians pnctiaiq iD wkn mu u thc:ic are in nnl arcu. ~en. we 
OQU~der all ~. natjast 1bosc practichig primliy care. there ere well over twice u 
Dmll' physiQ.aaa • on a por aapita bula • practicinJ in '1rbaD area!. 

·.· ., 

If Wt! look at the problem on a coumy blSls. about 1400 of the 111tion .. s 2100 nan! 
ccnmtioi are o'aasiaed u H:~ P!o~ldou Shortage Areas. becaae of a ahonqe of 
prim.my Cll'I ph)'~·>i•ns For .. molt pct thfte ll'S the mon: ttmote ooumim. those th.al 
ere ilrthesr awsy a-om 1he Nadoxa'1 oidcs. Most of theVr.oantics on the Groat Pllim. for 
... iple. are shortap mas ad more than 100 have nd phyaiolans at 1111. 

ii 

Moria 1llllD 2000 phyllo!am would bo needed tQ 'ozroot tbi* problem, Mri«mwide. 'ntfftl 
are 1lao documented lhcnaes of DDl'Se&, pl)'dliatriftlt dcntistJ. IOQial wcxkcn, 
p~laoloal* ID4 other bealth profeulcmala in nira1 ateu. 

f 

The other problem is 1he viabWI)' of rural b&>aphal&. Ja; 1980 thcro wen O\W 2IOO nn1. 
hospitmls seMna &mall cxmvnnnftf• aero• the N~·1 ID195'6 lhere are abut 2.260. a 
redJlcdan of JOOZI man 550 nua1 hospitals: I lou of 2q9" Of the nation' I rumJ. ho&pitals. 
The nse of closure lw llDWCd =ms the put fivD yem but 25% oi tht temainmB 2260 
rurail hospita11 have neptive operatina muglDs - lhat iJ ihqr arc 1~ money and arc_ st 
risk of olorma. ;i 

Moro Iba a r.w mbaD hOlpi1lla abo have 'lolled durtil, tWs period, blli the · 
COlllleque:DOll Of tM closure of & rural hotpltaJ SC a1ulott always lllOl'O diflicu!t for local 
pooim tblll die c~ of1he closmc of 111 urbiD hospitll. Those of ua who live In 
dle J)C area have IDlllf holpilal choioes. ~ .W c1ote in mra1 aeu ma.y leave 
local people wtdl no chotoe, or a vay long dlllmicc tb"tr&wl . 

. . . ····--: r~~··· . -:-·· °''.-- •. ;:· •. 

r 
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Before we ialk about aolutiam to 1ll'80 problem1 we shOuld put 1bem into a 'bn>ader 
COAte:d. ID 1900 over~~ of the na11on·1 pop1111don '* ia. Nnl areu. Today that 
fipm i1 \111.der ·2S% and &Jlfna. It is nM only the hosplials dm l1'C doaiq but alao the 
schoc1l1, aroo-ay storee, f'aam, ad mauflaturing ptantl. Thm are not only shOftllU of 
health professionall, but ot:profe1aional1 of &11 atripea. '.1. · 

. '..! ... -·, . .. ···-.. ' 

And 11Df l1r9togy to improve health om in nuaJ ~ Will bmleflc zural 'Viability JS 

well Towns wilbou1 phyti~ uWly c1m1ot aunct ~1oycn. or MD hold 1he 
employen they already llavc. Rinl bospitall are typi~ iho eoooad or tbitd ~issest 
emp1oyw la a toMl. When the naI hospital c:loscs, tbl looal pllyliciam. t)'pieall)', alao 
I""''· AIMI ibc propoail for 1be econ=ic vllbllity 0£1ihe community datkens 
OODSidcrabl)' IDd fmmcdietely. Tbo avail6bility of~ Cir~ m Amf!rica•1 smaller 
. canmmnities. and the eamomi' viability orthoiC ~lMJitics ere bacxonbly entwined. 

. ~~l 

lbel:e u allo a cl'* roi.tionship hotwMIL rural povettf i nninamm.ce, and health care. In 
1~1. J6.S% of rural people wm below 1bo povcrtr 1~~ oompered to 14.9'.4 of'nrbRn 
ptOJ~le. 'l1D• is apprcmmately s L'2 million nnl people. About 1 '1% or all rmaJ 
~ aro wUumo4. 1 

' 
Aa we look at the problem of aocessablli1y to heal1b elre iD 1llil country'• more remote 

&t0111 wa aim ooat many &deral initiatives that 4Slist j1nl people. We must, .bowcver, 
re1t-st1hc temptatiou to dc&e rurl1 beeltJi as a fedenliPr'ob1em dllt requires a federal 
aahati0J1. It ia a national problcm that cannot~ tol~ witbo\ll tht iDvolvem.eut of the 
Stm:a'- 1he local aovenmall ucl the pivate sectar. 'Whal we 4o m 1ovrmmcm at my 
In.st oic in !aaadltlON or usociatiom. sure1y emnpJ_ijt2ats and belpa ftll in t2'.e gaps for 
the tboaslDda of dedi.ro physi~iw u4 oilier bMl~f pl'Ofesslonala whn Mt\'e rural 
arau. de1pitc lower compenutf~ They need add~ ow npport. 

w: 
.I. 

!bl~ Ibo ycaia lbe Coasrcu •• l*Hd a Nmiber ?tac~ desfaned to wist rural 
PoJ~OGI to get the healdl care lbey-ZIGCd and to ruPPort tlae health proftuionali who 
"'"' them. Some of these public lawJ fall Wider me jmlsdlcdoa ot lhia ~. Let 
.ml· Jut modem eomt oftbtM. Ma. Xdl)' Buto of~ Ht.8.lth Care Pm~tq .. 
AdminiaUldoa, the 11.i wi~ 'trill di1011S1 -=•of these ptOSrBmt in men detatl: 

• 11ae Medicce hsouroe Bued leldve~Value Foe System (or IUDlVS) 
psy• ~ oare ph)'lici•s iwt dsanluled to be 1he case. 'Ihese mtJ tho 
phyliciam nnl mu d.epaad oA molt!~: 

~if 

• Pri=ll)' care plkyaictw m rural arcu "1at are olautnecl u ~ 
RCCiw a 10% 'bonua for eacb 1D001mter undtr Medfoar£. 

·~I· 

• Mediolre ce:tifiDd Rural HCll1h CUDicll receive CQlt bucd rcimbaraement 
ia sbonlse m.a b s.·pbyllcim. ntise pl&Qtitionm and phy&lcian 
uslltuau 6ey employ. / 

if 
}) 
~ 
t 
<.. 

:i . 
. , .... ~! ...... ·--·-·:r:-~· .. "'"':'"''."'~·:··~····· .... 
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• Sevn epe;lal ttim\Nneimat propma ~ nn1 hn•pital1 have helPed --
mu.y_survive tbal mighl ·O\horwi.o haw ~abed. Th•• iaoblde the Swing 
Bed Plolnm which allows rural hoap111ls;-to use some beds for loq tcr.111 · 
care wllen neeeswy, and dte ~le Commimfty Hospital reimburs=cat 
~·opam. wbi'h p&)'I bipor Mcdloare ~·-to many of'dle most aoWed 
ad remote hospi1als. Rma1 HcaJthoa~ ~wition Gnma alto l1"e un.dcr the 
jurisdiction of 1hia commiuee. ~ &ran.ti help tun1 ho1pi11l1 tMXamhlo 
tUir rol11 la .. 001Ptmity, wnae their,,aervice D'ti'Jt. ()f oi!ar new 
lliGn'iQc1 u nooc..-ay. ~:{; 

• The~ I ctiJect. the Office ofRmll Hcr-alth Policy.·it anthori1.e4 U11det 
sectiou 711 or die Social &owrity Act.~ though we ce locatM ' 
administndvely in lhe Heald! l.esour~a :IDd knicca ~on -
(HllSA), so we a1ao fall 'lmder Chia commlltee'1 jurisdiction. While we 
1ctmtm1iar tome pl'OILWU. M1eh l will ~scribe. our principal m1ea are to 
Mr\'C a a whMI fO: nud hoa11h ill tho tedcra1 alt&bli thment. m4 to develop 
iaformadOD and policy altmlltivet dlll hfl1p nal ~"-

~1· 
\( 

Mo:it of the rural health pro.-. under chi1 oonmrittetr• juritdiotion are reimbursement 
projpulS 'amder Tide XVIII. A number of other HRSA!pop-lllll. mc;Ndhta IOIUO we 
ad:nlinister. compliment these rcimbmmxm progiaw$ with direct Wi~tance to rural 
ooaamuniti11 m DMCl. Arocma tbw .. : ~:)' 

• 

• 

Community and Mipnt Health Cc:merl 'JD rural areu. Over 3. 7 million 
Amlricam in. 1, 100 of die pocn4't ~Tmhies in this oounay recdve 1hcir 
day 10 di)' primlry -~from thao pri~ sudloal olinica. Peden! ·support 
frbm iµtSA allows die clinics to offer dl~d tees to ~ P""' aw! ncc 
pom'who are the bulk of the~ ,mims. A n=imburlanmd propsn 
undc t1Ua Cammitlee'1 jmildictioo ~ u Federally Qualified Health 
cc:men (PQHC) hclp1 these c;cmcn reoci.vc COii 'buo4 re:imbmMmnt for 
Medleare mid Medtcaid padm11. ); 

; .~ 
':1 

The Nadoml Hoahh Sctvloo Carpi.. u• tbt eotps• 1~11nblp propam 
pbysici&u rocdve lbelr medical~ at aovanmamt expanse Cid pay 
the CI01llllty back by aervina in the ~ tblt c=q>C'licago the pcatest 
.t;Mc-.alty ~~· 11le ~* .iao 78I'~ the edact:titmal 
loasaa of o1bDr )'ODDI phylic.i1111• ar up to '20.000 per year In retum for 
service iD UDISenerved --. Cmrendy Bbcxd 1,300 u!du: 2,200 physiciam 
IDd edw bealth proWaaala m Ccaps Amee are in rural ..... --1~·J . 
q1Wtml ot • millicm people recei'Ve theit}care from Corpl'_pistices u well 
u niiny more m ocmmul1f ad mfamt hOl!d! oeeterS ~ ~ COl'p& 

fesaional&. ~ ' pro ::: 
;1 

.j.I·) 
{ ; 
.;Ji 

P s;·-· . - 0 

I . ... • .. • ••• ~L-~ 
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Arel Helldl !4ucatiaa Ctmm la 36 states link m.c4ical sohools and 
teecbfaa llolpital1 = comm&mitie•''!lzid help them recniit phylici1111 
u well as p~cle · ama medical edUOaticm to those wbo already are 
ihere. More dwl oae d 1 half million ~th prolcuionals haw roocivod 
AHEC IPODIQred tnlnina. moat of them ~rural mu. 

llurl1 hitcrdiscipliD&Iy TJ'aiDiq anm • s&udcnts to work c!Ootively.,to 
multi-dilciplinmy ~ lllat eahance the~ilil)' ot every member of the 
tmm to help the patimit. MOIO iUA .55% 9ttho 1. 700 ~ who bave 
pm:1iolJ*ld ia tlai1 pro;nsm :aow practice iD ran1 1n11. n.is prolflm thus: 
leMI U & mrmitment P:OlfllD £'or rural ~CU, 

. 'l 

My office •uppcxU several important rural JH'Opmn& includlna the R.ural 
IDtonnation CamHcalth Servloc (IUCff.S). In oollUontioa wiah USDA. 
By ditliq 1-100-633· 7701 nn1 comm~es can pt hdbmiation on such 
cti\lene topi~11 u bow to recmit a doctor Qi how to build a community wm:r 
and.,....~ IUCHS opvati:ia a Wdrld Wide Web Sb that is 
hypcrUDked 1D many nn1 hoalth prUFaaa, duvqboat the c;ountry, RICHS 
altO publishes mcmograpbs and bibliographies on topics of concern to rural 
leaden &114 healdl provided. h~ .............. ,,. ~-. ,. . J 
We flm4 8'11111 to cmamumtiea tor Rmal~eatdi Outreach projeota to help 
each communlt)' develoo ualqu sohJli.ODi to itl pcticular problem. Thu$ 
we b.4 an Alub tribal~ tblt brinp itinerat 91tyticl&A aeMcea 
to twg remote villages, 111 df!TMDW}' ~I di5tlU:t · iD Arizona dud; Wings 
preventive ad primary care to school dJildren ill elma sehool distric~ and 
a bo1pltal in Iowa tbat ii provi41ns ~1S t~ nunes, paramedics ad 
cmerpnq- m.c41"1 tedmiolaaa. We~~ bi abam UO projects ha 
41 lllZU IDd *- tan1toriel. ~V, 

¥.Y I. 

Under outttaoh ruln tbe projectl mi.wt bt~direoted looally, the money mU£t 
be spcna 10Qlly. llld tbc patiemn ltl vcd ~ust bo lo~ people. A 
oonsortim of three or moie looal orpiitirions need to coordiultO'ttic · ., ·· 
~ providN. Thu~ ... Jitlp ~ eoe•mmnlt)' a«mPI wcmc 
topdacr to build ae1f sdlcicDgy and ~c; 'Viability while· improviDa 
bMltb '*'· ~ 

I(, 

t 
Ou of the by c:rit9ri1 by 'Which we ew.1J;11te the Outreach CJrant . 
applimioDI ii tho abllky ottht a:ppliem~'.~~ meintain thB hMltb OIR 
11Mce1 tcm4ed by th~ grm afler the~~ suppon is oamplotod. Ic.esults 
to da- iDdfoate 1hat mere iblll 10 ~iPf our aratttees have bMD abl~ to 
oootinu tblir piojeeu after the tederal gijnt hu ended. often through third 
part)' paymcnta, I~ 1ax npport, GGmmlmity eontri1'atiaaa. or a 
oombbWion ota. a om 11rareps:< 

~; 

~' .. ' .. ~ ·.~ .. 

•"··.{ . ., .. ···- ... ·, - . '··: ·. ' ." ........ . . ·, . 
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Our oftic.e acSmint•te:ra the Rmal Telcime¢icme aram Program, which is 
detiped to create 1he i:nfarmation bue ~ for a systematic 
evaluauoa ornni Tolamodioiu. We ~tl)' famcl l:Z projects in 11 
118teS, all ofw!U;h allo m flQllftdn& ~ ~~vdopmct ot nzrai hoalth 
netwarb. ID addftloza. dae o~ also fuDds an addidoul 1a 
TelWahbl.folomedicine projecta under)l~ Outtr~h <mnt. Program. Molt 
pmjecis lllo involw ditiuoc edi1cdon.~ ID. addition, t&c omce also hU 
just completed the 8nl oomprebmi"R nrvey of rural Telemedicine. A 
report descn'bios die 9llM)' findhia& wl\J' he available hy early Qc:Jober:­
I.aacr thia IDOllda, we will be ateriq ~ a ooopautive ...--with ·th• 
Tllemedioloe Rear.arch Cm• In P~ Oqon. to m"Oate 1n lm80iug 
l)'lt.em for oval~ Tclemedicia.e. Dc~opmcmt of the system will be 
ooordmamd with oth• ftdln1 11enoies IJPOlllorina Telemedicine 
dl.iWU.U.Strali~ ~the Health c~ Fin1nctn1 Administnltion. 

~µ. 

Finally, my Deputy Dinotor olWi'I die j~ Workina Group OD 

Tclcm=.cm1, m ~ commlttaii'.'.andw .. Viet Pretident. Pedenl 
~ repnaematlves meec twioe 1 ~to coordinate variou1 
Telemediaine PNl&GU of the ~~Branch to meute the best use of 
Pod6ml dollan. The wodiiina gl'OUp ~.be providizla m update to 
CODgraS ID IBlllllZ)' whioh ~1iboa alfof ill aodvid.et to ~- incluclma 
development of a joint e"Valuation nraie&Y for Federll Telemodicine·· .... ,: 
prognun. 'nt.e report will lllo Wlude .~ &om wnent FedaraJ 
projoota mcl a cliscuaaloe of--»• tee (M.f'Comins dle bazriers to the 
oolt-efl'cctivc me of Tclemedieine, suchiu Cl'OU-ltate UOCASW-e bmiera 
Md~. A aroup sponsored~lDform&dOll base OD fedm1ly 
f\md8d Telemecticiu projects will bl ~~Ga. tbe World Wide Web ln 
lam Fill. ~l' 

J:~ . ~:.. . 

The omce ~· tn Uape ~iiaroarams and polic:ia cmnnl 
healtll oere by r.vifWbta NS''httiou ~!~ propotal1 that aft"ect 
rural health gac pnMdert ud naral ~ldolit. For 1xaple. we; ~aw 
Medicaid WIMr applioeions from the ijare11Dd provide HCFA wid1 
oomnwJb cm the potential d?ccts ot-.~ plam f'or briqina Medi6a14 
~ -- to ___ ,-··. H.:,:; ~..,_..., (lllW-~ ~rfi ... 1..,,_.':;!':.l.::.···"-.r. 

:r 
;j 
I ,• 

I 
. ·'· ·····-

~ I: 
1 ••. - ....... ··.····:· ••·• ,. 

P. 7/8 



SEP-10-1996 15:58 T0:213 - ~ KLEIN ,_ 

• 

• 

''11 

r.r tr 
Ir 
k 

The 0Moa also 1taft'I the Seeretmy•1 Natl~ Advisoly Committee OD 
R.unl HcaJA. OYu tho put slx yem dla.¢ommit!ee baa produced a wide 
array of rec:ommmda1iom cm rural hoaltb-,oan 1Jn•nc;fng laaun md waya to 

improve ~ to hea1lh care iD rural oo*1imities. Some of the 
momm•datiou have Ml2l of ilit8ftSt t0iCoqretlional Cammhtees 
involved with nn1 bealda guc issues. '.: t 

~ 1 ~ 

We bo1p the so Smtes each t\md Rmal ~Offices much like our own 
ud wClft wilh tla.cm to develop joint~ nch u a 44 state project to 
faoWme ID4 coord.baate tbe recrultmem ~ reaeadoa ot phfaldans. using 
an 800 toll he number cd 1he ~-~ of1hc putioipltiq states. ,1. 

v . 
sw.u: ·omoe dforu have led to tho pl~• of over 1.000 phylioilD.I in 
rural practice• iD recent ycm. All swe ~~oes serve u il!onnalion 
olnriqhouaea for t"-eir state, ~ '.•hued rural health activities. 
IDd laclp 1°"1 GOmmmUtics &cl~ for 'their aotivitiea. 

l.J; 

I haven't discussed the ·varioua block ar1Dt prosnms obt ofHRSA. SAMSHA. IDd CDC 
beo1wse it& diJ!lioult to d:isagreple the varioua nn1 ~ given the wide may ()f 
ltail:i prupwms. 

\~ 
It &Jionld be noted that the reimbanemenr proanma and the armt pro£rmDS compliment 
cacl!a otbcr. lho reimb\lllCDICDl propama ORl8tb • aen~i'ral elfsibility tor 8"JUPI of 
iDStitudona aud popu1a11-. ad the grant programs pr~vidc rwoun. to 1peciflelifib 
need mw ar popnl-.dou. · ,~ 

Ii 

Mr .. Cbllirmlla. 1hcR me; other rural health probloma ~ ~ pcrvuivo, 1Ud1 &I 

emqenoy medical systems shortaacs, mental healih lh:omaes ad oocopcjonal health 
problems. There ue also other" fednl p-ogrum I ~not hid time to describe and 
thouadl of ltale looaJ ud private 6m d'8t Jselp. 1}it,es.c however 8N molt of tbe 
fedenl programs ~u are mOSt important to rural ~!t Thank ygu rm- allowing us to 
inti~ them to you aud die eommi!tee. ;11' 

I 

;1 
ii 
j, 
•> 
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TO: 
FROM: 
RE: 

Carolyn 
Jen I· U. 
Rural Health 

I've attached some fact sheets and talking points on rural health care. I wrote the first 
page when the President did a rural hospital conference cal I. You can use all the facts but 
not the information about the Republican budget. HHS sent over the rest. 

Marilyn Yager pointed out that in the part of Iowa that the President is visiting there 
is small rural hospital about every ten miles, and they all depend on Medicare and Medicaid 
revenues. You might want to mention that the Medicare portion of President's balanced 
budget proposal includes a number of investments in rural health care, including telemedicine 
grant:;, rural· health outreach grants and rural referral centers. It also authorizes direct 
payments for physician assistants, nurse practitioners and clinical nurse specialists in rural 
areas. 

I'm expecting more from HHS so I'll send it over whenever I get it. Feel free to call 
with any questions. 



GENERAL FACTS ABOUT RURAL HOSPITALS AND RURAL HEALTH CARE 

RURAL HOSPITALS ARE ALREADY IN A PRECARIOUS FINANCIAL POSITION. 

• 

• 

The number of rural hospitals in America dropped 17% between 1983 and 1993, while the 
number of urban hospitals dropped 2%. 

One in four rural hospitals operate at a loss: Twenty five percent of rural hospitals had a negative 
total operating margin in 1992. 

Rural hospitals already lose money on Medicare patients. Rural hospitals lose roughly 2% on 
Medicare patients. Urban hospitals, in contrast, run a slight profit (.6% on Medicare patients). 

RURAL HOSPITALS DEPEND ON MEDICARE AND MEDICAID 

• 

• 

• 

Medicare alone accounts for almost 40% of net patient revenue in the average rural hospital . 
In some rural areas, Medicare represents as much as 80% of revenues. 

The majority of rural patients are Medicare or Medicaid beneficiaries. About 60% of the 
discharges in rural hospitals are Medicare or Medicaid beneficiaries -- 25% higher than the 
proportion in urban hospitals. 

Rural Americans depend more on Medicaid and Medicare because they have lower incomes . 
Rural residents had an average per capital income in 1993 of $16,028, compared to $23 ,843 for 
urban residents. The incidence of poverty among the non-metropolitan elderly is approximately 60% 
higher than among metropolitan elderly. Thus, an across the board increase in premiums will 
represent a far larger tax in percentage terms on the rural elderly than on the urban elderly. 

REPUB:L N BUDGET BUDGET TARGETS RURAL A RICANS' HEAL TH CARE AND 
RURAL HOS T ALS 

Cuts Medicare or rural Americans by $58 · ion -- a 20% cut in 2002. This will mean higher 
out-of-pocket costs or the 9.6 million older nd disabled Americans on Medicare in rural areas. 

• Budget cuts will cost the pical rur hospital $5 million over seven years, according to the 
American Hospital Associatio T put that figure in context, the typical rural community hospital 
has total expenses of less than million every year. 

• Cuts Medicaid for rura mericans b $45 billion, denying coverage to as many as 2.2 million 
rnral Americans, in ding over one mil · n children. 

As many as 77 00 rural older and disabled A ericans could be denied nursing home coverage. 

• As many s 55,000 rural and disabled Americans cou d be denied home care benefits. 
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October, 1995 

TO 94562878 P.02 

Contact: HHS Press Office 
(202) 690-6343 

Rural :e:ospitals and Xttc!icare ea •a4icai4 
Medi.care 

o There are approximately 2,500 hospitals in the U.S. that are 
located in rural communities. 

o An estimated 24 percent of r-ural hospitals had a negative 
operating margin in 1992. 

o Medicare accounted for almost 40 percent of rural hospitals' 
annual revenue in 1993. For many rural hospitals, Medicare 
accounts as much as 80 percent or more of annual revenue. 

• Significant reductions in Medicar~ revenues could cause· 
many distressed rural hospitals to close or to turn to 
local taxpayers to increase already substantial local 
subsidies. 

o The rural health infrastructure is fragile and highly 
sensitive to even small changes in payment policies. 

• Because of their low patient volume, many rural hospitals 
have very high per-case costs. 

• Many rural hospitals have disproportionately high bad 
dabts ~nd an erodinq privately insured patient · 
population. 

• Rural hoa:pi ta ls havf:\ 1 lmi ted ability to downsize because 
of the need to maintain staffing and services to meet 
accreditation and clinical standards. 

o The market penetration of health maintenance organization~ 
(HMOs) in private insurance and in Medicare is lower in rural 
area3. 

MEt4icaid 

o Medicaid accounted for an average of about 20 percent of rural 
hospitals' annual revenue in 1992, representing a f isca1 
safety net for thce:e communitigs. 

o Rural communities often have·a disproportionate concentration 
uf elderly, di3~blcd, and low-inco~A families. 
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Talking Points 
Donnd E. Shalala 

Secretary of Health and Human Services 
on 

Health Retorm and Rural America 

March 18, 1994 

I Problems Facing Rural Americans 

o More than 8 million rural Americans have no health 
insurance, including 18 percent of all farm families. 

1 

o More than 400,000 rural Americans live in a county that does 
not have a single doctor. 

• 34 million rural Americans live in rural areas with an 
undersupply of phy.sicians. 

o The majority of rural Americans who do have insurance often 
must obtain it on their own. 

• Only 25 percent of the cost of such self-insurance is 
tax-exempt compared to 100 percent for employer­
provided coverage. 

o A higher p~rcentaqe of rural Americans are elderly and rural 
areas have much higher rates of serious accidents. 

o Physicians and oth~r health care professionals find few 
incentives to practice in rural areas. 

• The avorage age of rural doctors is rising. 

o Rural Americans often must travel a long distance to get to· 
avQilable services. 

Il 

0 

• Public transportation is fr~quently unavailable; 

• More than half of low-income rural Americans don't own 
a car; 

• Nearly 60 percent of rural elderly do not have a 
driver's license. 

· .:ito covarage that. cannot be 

.......... ·. 
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Talking Points for the President April 18, 1995 

Accomplishments in Rural Health 

The Administration has empowered America• s rural communities to reconfigure: and rebuild 
their health c.are services in the last several years. We have developed a cooperative 
partnership with states. leveraged many new initiatives with federal dollars, and helped create 
the setting for networking and technical assistance across communities. 

o In the Health Security Act, oposcd that all Americans, · clu · ng all who live in 
nual areas, have access to Cal · nsurance that could never tlken away. In Title 
ll of that Act, a numbe of initiative care abilily in rural 
areas, including taX · centives for physic who mov to rural ar thal are now 
very much unde erved. I remain committed reform that wil work in rural 
areas. 

o I also proposed to refo 
care physicians who bone of rural medicin . 
all residency positi s would have b ne to those ... <jl&•LU• 

medicine. gene internal medicine, general p ......... · ....... . 

o During the past two years, Medicare reimbursement to rural hospitals h;a.s been 
increased to eliminate the urban/rural distinction that was once as high as 25%. Now 
the Medicare "standardized amount" payments to rural hospitals are equal to those of 
urban hospitals. 

o We have also fostered the development of more rural hc:alth care clinics. Medicare­
certified rural health clinics have proliferated during the past two years, increasing 
from fewer than 800 to more than 2,000. More than a third of the 200~ clinics are 
hospital based. These clinics use nurse practitioners, physician assistants and nurse 
midwives in support of physicians. As a result, Medicare provides cosr-base.d 
reimbursement to help support the clinics. The increase in the number of clinics is a 
direct result of their promotion by the Department of Health and Human Services. 

o Federal funding for programs that most help rural areas, such as comm1,mity health 
centers, migrant health centers, and the National Health Service Corps, have been 
greatly increased during the past two years. These programs provide pi:irrwy medic.al 
care to nearly 3 million rural Americans in some of the poorest communities in this 
country. 

o With Federal encouragement and some matching funds, we have seen tl1e number of 
rural health offices at the state level inc.rcase from 26 in 1992 to all fifty states today. 
These state offices are very active partners with their rural communitie~~. their state, 
and with the federal government in designing new strategies to solve rural health 
problems. 

~00 
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Mc:dicare and Medicaid Rural lssueR and Initiatives 

0 

0 
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.. 
The Rural Health Care Transition Grant Prosram. was established in 1987 to 
provide grants to small rural hospitalis for strategic plWtlng and service 
enhancement. Hospitals mu~i be non-Federal, not-for-profit, short-term general 
acute care, located in nmu area and have fewer than 100 beds. Grants are not to 
exceed s~o.ooo a yeir, for up to 3 years. In FY 1993, 179 new srants were 
awarded. In 1994, 129 new gnnts were awllfded for a total grant prosram of 
S20.4 million. In 1995, 6S new grants were awarded for a total srant program of 
S 16.6 million. 

The Rural Health Clinic Services Act was passed in December of 1977. This 
authoriz.cd Medicare and Medicaid payment to qualified rural health clinics for 
"physici111 services" whether provided by a physician, phy11ician assistant or nurse 
practitioner. Since 1993, 1554 clinics were established bringing the total to about 
2527 clinics. This represents a growth rate of2S% in 1992 and 46% in 1993 and 
1994. ~ 

The FY 1994 HCFA appropriation for research, demonstration, and evaluation 
activitie1 included S7.2S million over the budget request with $5 million of this 
increase intended for rural telemedicine grants. Five awards were made in July 
1994. 
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GENERAL FACTS ABOUT RURAL HOSPITALS AND RURAL HEALTH CAI~E 

RURAL HOSPITALS ARE ALREADY IN A PRECARIOUS FINANCIAL POSITION. 

The number of rural hospitals in America dropped 17«!1o between 1983 and 1993, while the 
number of urban hospitals dropped 2%. 

One in four rural hospitals operate at a loss: Twenty five percent of rural hospitals had a negative 
total operating margin in 1992. 

• Rural hospitals already lose money on Medicare patients. Rural hospitals lose roughly 2% on 
Medicare patients. Urban hospitals, in contrast, run a slight profit (.6% on Medicare patients). 

RURAL HOSPITALS DEPEND ON MEDICARE AND MEDICAID 

• Medi<:are alone accounts for almost 401Yo of net patient revenue in the average rural hospital. 
In some rural areas, Medicare represents as much as 80% of revenues. 

• The majority of rural patients are Medicare or Medicaid beneficiaries. About 60% of the 
discharges in rural hospitals are Medicare or Medicaid beneficiaries -- 25% higher than the 
proportion in urban hospitals. 

Rural Americans depend more on Medicaid and Medicare because they have lower incomes. 
Rural residents had an average per capital income in 1993 of $16,028, compared to $23,843 for 
urban residents. The incidence of poverty among the non-metropolitan elderly is approximately 60% 
higher than among metropolitan elderly. Thus, an across the board increase in premiums will 
represent a far larger tax in percentage terms on the rural elderly than on the urban elderly. 

REPUBLICAN BUDGET BUDGET TARGETS RURAL AMERICANS' HEAL TH CARE AND 
RURAL HOSPITALS 

Cuts Medicare for rural Americans by $58 billion -- a 2011.1 cut in 2002. This will mean higher 
out-of-pocket costs for the 9.6 million older and disabled Americans on Medicare in rural areas. 

• Budgd cuts will cost the typical rural hospital $5 million over seven years, according to the 
American Hospital Association. To put that figure in context, the typical rural community hospital 
has toital expenses of less than $15 million every year. 

• Cuts Medicaid for rural Americans by $45 billion, denying coverage to as many as 2.2 million 
rural Americans, including over one million children. 

As many as 77,000 rural older and disabled Americans could he denied nursing home coverage. 

• As many as 55,000 rural and disabled Americans could be denied home care benefits. 
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American Hospital Association Analysis of the 
Effect of the Senate Finance Medicare Proposal on 

Typical Hospitals 

Loss of Medicare revenue for the typical hospital in each group, cumulative for 1996 - 2002: 

Overall: 
Urban: 
Rural: 
50 beds: 
150 beds: 
250+ beds: 
300+ beds: 
Teaching: 

$17 million 
$25 million 
$5 million 
$3 million 
$12 million 
$26 million 
$60 million 
$45 million 

Relayed by phone from C. Dyer; 1016195 
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THE WHITE HOUSE 

WASHINGTON 

October 11, 1995 

RURAL HOSP IT AL CONFERENCE CALL 

DATE: 
TIME: 
LOCATION: 
FROM: 

I. PURPOSE 

October 12, 1995 
11:45 a.m. to 12:30 p.m. 
Roosevelt Room 
Marilyn Yager/Jennifer Klein 

To highlight the impact of the Republican Medicare and Medicaid cuts on rural hospitals and 
their communities through a discussion with six rural hospital administrators. 

II. BACKGROUND 

Both the House and Senate Reconciliation bills cut $270 billion from Medicare and at least 
$182 billion from Medicaid. 

Our analysis of these cuts indicates that: 

Medicare spending in rural areas will be cut by $58 billion over seven years -- a 20% 
cut in 2002 alone. The Medicare cuts will force 9.6 million people on Medicare in 
rural America to pay higher premiums and deductibles. 

Medicaid spending in rural areas will be cut by $45 billion over seven years. As 
many as 2.2 million rural Americans will be denied Medicaid coverage, including over 
one million children. 

According to the American Hospital Association, the typical rural hospital will lose $5 
million in Medicare funding alone over seven years. 



Ill. PARTICIPANTS 

Secretary Donna Shalala 

Rural hospital administrators (listed in speaking order) 

I. Don Sipes, CEO, St. Lukes Northland Hospital, Smithville. MO 
2. H.D. Cannington, Administrator, Jay Hospital, Jay, FL 
3. John Kelly, Administrator, Soldiers and Sailors Memorial Hospital, Penn Yan. NY 
4. Margo Arnold, CEO. West Side District Hospital, Taft, CA 
5. Peter Hofstetter, CEO, Northwestern Medical Center, St. Albans, VT 
6. Todd Linden, President/CEO, Grinnell Regional Medical 

Center, Grinnell, IA 

Bac:kground information on each hospital administrator and the focus of their remarks 
is attached. 

IV. SEQUENCE OF EVENTS 

• You will open the conference call with a brief statement. 

• You will ask Secretary Shalala to make brief statement. 

You will call on each of the Administrators to make brief comments. Each 
participants is prepared (in under 2 minutes) to highlight the particular impact of the 
proposed Republican Medicare and Medicaid cuts to their hospital and community. 

You will have the opportunity to ask follow-up questions and make additional 
comments. 

V. MEDIA 

Open press with regional satellites and audio to each locality. Each hospital has arranged for 
local media to join them for additional events and discussion following the conference call. 

VI. REMARKS 

Talking points are attached. 



Background on Hospital Administrators 
(Listed in Speaking Order Along with Topic) 

I. Don Sipes, CEO, St. Luke's Northland Hospital, Smithville, MO 

BACKGROUND: In addition to Don Sipe's position as CEO of Northland Hospital, 
he serves as rural advisor to the St. Luke's Health System in Missouri. St. Luke's 
Northland Hospital is a two-campus health care facility north of Kansas City, MO. In 
an effort to survive, these two hospitals integrated their services this past year, with 
one campus providing acute medical-surgical care and the comprehensive outpatient 
services and the other campus providing long term care, rehabilitation, mental health, 
and home health services. 

Seventy percent of Northland Hospital's patients are Medicare and Medicaid 
beneficiaries. As the largest employer in Smithville, a community with a population 
of 2,500, the hospital's 125 employees provide a critical economic anchor. 

FOCUS OF COMMENTS: Overview of importance of Medicare and Medicaid to 
rural hospitals. Don will highlight the fact that, since most rural hospitals in 
Missouri have approximately 60 to 80 percent Medicare patient mix, surviving in 
today's costly and aggressive health care marketplace is already difficult. Their 
Medicare admissions continue to rise every year. With several Missouri rural 
hospitals closing in the past several years, Northland Hospital is surviving only 
because they were able to integrate two facilities while they were still able to raise the 
capital to do so. He is also concerned about the effects of managed care on the 
elderly, most of whom do not yet have access to managed care in rural areas even if 
they wanted to choose managed care. 

2. H.D. ("HD") Cannington, Administrator, Jay Hospital, .Jay, FL 

BACKGROUND: In 1979, Jay Hospital faced financial disaster and the inability to 
keep their physician staff. The community asked Baptist Health System to help them 
stay open and during the intervening years the hospital has taken many of the steps 
other rural hospitals have had to take to keep health services available to their small 
community: they added long term care services, home health. and provide a mobile 
clinic to deliver the essential primary and preventive care services needed by their 
community. 



FOCUS OF COMMENTS: Impact on local community if hospital is forced to 
close. With a Medicare/Medicaid patient mix of 73 percent "HD" Cannington 
believes his 55 bed hospital would close under the current Congressional proposals. 
"HD" believes the GOP cuts would be devastating for Jay Hospital (110 employees) 
and an economic disaster for the town of Jay (population 600). Losing the hospital, 
its physicians, and in turn the primary care and emergency services they provide 
would result in sicker people seeking care at greater distances. Ultimately, Medicare 
and Medicaid would pay more for the care the beneficiaries finally receive. 

3. .John Kelly, Administrator, Soldiers and Sailors Memorial Hospital, Penn Yan, 
NY 

BACKGROUND: The Soldiers and Sailors Memorial Hospital is rural, non-profit 
hospital in the finger lakes region of New York. The Hospital has 217 beds, which 
include acute care, long-term care, and psychiatric care. They operate numerous rural 
health clinics throughout the county. Their Medicare/Medicaid patient mix is 75 
percent. 

FOCUS OF COMMENTS: Importance of Medicaid and the impact of these cuts 
-- especially Medicaid cuts -- on vulnerable rural populations. Jon Kelly's 
comments will site several specific ways the devastating Medicare and Medicaid cuts 
will hurt their rural community. Because Penn Yan is one of the poorest counties in 
the state, he will also comment on Medicaid and its critical role meeting the healthcare 
needs of rural Americans. 

4. Margo Arnold, CEO, West Side District Hospital, Taft, CA 

BACKGROUND: West Side District Hospital employs 160 people in a town of 
5.900 people. As a high Medicare/Medicaid hospital (78 percent) they have stmggled 
in recent years to make ends meet on providing acute care, and they have switched 
many beds into skilled nursing care to help cover their costs. The community is 
largely dependent on the oil industry and is long past the boom times of the 1970s. 

FOCUS OF COMMENTS: Rural hospitals and long-term care for the elderly. 
Margo believes that the proposed Medicare and Medicaid cuts would close her facility. 
and with the next closest hospital an hour away. she believes lives would be lost. 
This 84 bed hospital recently converted 63 of their beds to long term care to help 
underwrite the acute care services of the facility. However, the Republican proposals 
would have a double effect on a their facility because the cuts are deep in both acute 
care and skilled nursing care. 



5. Peter Hofstetter, CEO, Northwestern Medical Center, St. Albans, VT 

BACKGROUND: Nortl1\vestern Medical Center is a 70 bed community hospital with 
a 58 percent Medicare/Medicaid patient mix. The hospital serves an immediate 
community of 7,300 people but as the only hospital in Franklin and Grand Isle 
County, it serves a larger patient population of approximately 40,000 people. In the 
state of Vermont, they rank 14th highest out of 15 hospitals for bad debt write offs. 
Serving some of the lowest income areas of the state. Northwestern has sought 
innovative ways to expand access and primary care into every little hamlet up to the 
Canadian border. They have often benefited from the National Health Service Corps 
program, but these young physicians often leave after the term of their service. 

FOCUS OF COMMENTS: Difficulties of attracting and retaining hospital 
personnel. Peter plans to focus his comments on how the Medicare/Medicaid GOP 
cuts will further exacerbate their struggle to attract and retain physicians. To expand 
primary care access in the Northern Vermont, Northwest Medical Center has been 
setting up clinics in five small towns to be staffed by nurse practitioners and physician 
assistants, with hospital staff physicians spending several days a week in these rural 
clinics. They believe that by improving people's access to primary care, lives as well 
as dollars are saved. However, they already cut corners to find the money to attract 
and pay physicians and nurse practitioners for their facility and further Medicare and 
Medicaid cuts are likely to close down their rural clinics altogether. 

6. Todd Linden, President/CEO, Grinnell Regional Medical Center, Grinnell, IA 

BACKGROUND: Grinnell Regional Medical Center is an 81 bed hospital in a town 
of 8,900 people. Todd Linden was recently sited by Modern Healthcare magazine as 
one of the nation's "Up and Comers" in the hospital industry and is widely known for 
his advocacy on behalf of rural hospitals. He currently serves as Chair of the Iowa 
Telemedicine Advisory Council and is actively seeking ways to help rural hospitals 
become more efficient with te\ver resources. 

FOCUS OF COMMENTS: Rural hospitals as "total community health 
provider." Grinnell Regional Medical Center is very dependent on Medicare (over 50 
percent) as are many hospitals in Iowa. Todd will comment on their efforts over the 
past decade to become more efficient, eliminate waste, and develop better use of their 
space (very few hospitals fit the 1980s stereotype of hospitals with empty beds) by 
expanding into home health care, hospice, skilled nursing swing beds. Therefore, 
further cuts in Medicare leave them very few options other than eliminating services 
that are needed in their community. Because they are the "total health provider" in 
their community, they will be hit by large Medicare cuts in many different practice 
areas (home health, skilled nursing care, acute care, etc). 



PRESIDENT WILLIAM J. CLINTON 
TALKING POINTS FOR CONFERENCE CALL 
WITH RURAL HOSPITAL ADMINISTRATORS 

THE ROOSEVELT ROOM, THE WHITE HOUSE 
OCTOBER 12, 1995 

• I'm glad that you all are joining me today on this conference call to discuss the 
importance of continuing our investment in health care in rural America. 

• As you know, we are involved in a serious national debate about how to balance the 
federal budget. 

• I want to balance the budget, and I have a proposal to do it. I have said for a long 
time that we need to balance the budget to lift the burden of debt off of our children 
and to strengthen our economy. 

• But we need to do it in a \Vay that reflects the values that we have ahvays held dear in 
this country. Values like giving every American the opportunity to make the most of 
his or her own life, strengthening our families, and respecting the duty we all owe to 
each other. This budget debate is not just about programs and dollars; it's about 
providing for our children's futures and honoring our parents. 

• My balanced budget plan reflects America's values. It secures the Medicare Trust 
Fund, while strengthening -- not gutting -- our Medicare program. It calls for 
reasonable, moderate reforms in Medicaid, while keeping our guarantee to children 
and older and disabled Americans. It addresses the budget deficit, while responding to 
the education deficit by continuing our national commitment to education and training. 
And it targets a tax cut to middle class, working families. 

• In my judgment, the budget that the Republicans in Congress have offered violates 
those values. It will decimate the Medicare and Medicaid programs -- by taking twice 
the level of Medicare cuts I have proposed and more than three times the level of 
Medicaid cuts. It will force American families to choose between educating their 
children and making sure their parents have the health care they need. 

• These cuts will be particularly devastating to rural communities and families because 
Medicare and Medicaid are the backbone of the health care system in rural areas. 

• As you well know, hospitals in rural areas struggle every day to make ends 
meet and are already closing at more rapid rates than hospitals in cities. And 
you depend more on Medicare and Medicaid payments than urban hospitals. 



• When you look at the situation out there and the level of these cuts, it's easy to 
see what the Republican budget will mean for health care in rural America. 
Imagine what it will mean for your local hospital -- that is there not only for 
families in emergencies, but also for families with a child who needs to be 
immunized, or a mother or father who needs long-term care. 

• I grew up in a community where we depended on the local community hospital 
for just about everything, and I can only imagine what drastic cuts like these 
would have meant for that hospital. And 1 can only imagine what it would 
have meant for my town if that hospital had been forced to close. 

I'd like to call on Secretary Shalala to say a few words. 

• I would now like to hear from you about your hospitals and what the budget cuts will 
mean to your hospitals and communities. 

1. Don Sipes, CEO, St. Luke's Northland Hospital, Smithville, MO 
Topic: Overview on importance of' Medicare and Medicaid to rural hospitals 

2. 1-1.D. Cannington, Administrator, Jay Hospital, Jay, FL 
Topic: Impact on community if'hmpital closed 

3. .John Kelly, Administrator, Soldiers and Sailors Memorial Hospital, Penn Yan, 
NY 
Topic: Importance of Medicaid and impact of Medicaid cuts 

4. Margo Arnold, CEO, West Side District Hospital, Tan, CA 
Topic: Rural hospitals and long-tenl1 care .fhr the elderly 

5. Peter Hofstetter, CEO, Nortlnvestern Medical Center, St. Albans, VT 
Topic: How cuts will exacerbate struggle to attract and retain physicians 

6. Todd Linden, President/CEO, Grinnell Regional Medical Center, Grinnell, IA 
Topic: Rural hmpitals as "total providers" (i.e .. providers of all types of' 
health care) 
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GENERAL FACTS ABOUT RURAL HOSPITALS AND RURAL HEAL TH CARE 

RURAL HOSPITALS ARE ALREADY IN A PRECARIOUS FINANCIAL POSITION. 

The number of rural hospitals in America dropped 1711'1 between 1983 and 1993, while the 
number of urban hospitals dropped 2%. 

One iin four rural hospitals operate at a loss: Twenty five percent of rural hospitals had a negative 
total operating margin in 1992. 

• Rural hospitals already lose money on Medicare patients. Rural hospitals lose roughly 2% on 
Medicare patients. Urban hospitals, in contrast, run a slight profit (.6% on Medicare patients). 

l~URAL HOSPITALS DEPEND ON MEDICARE AND MEDICAID 

Medicare alone accounts for almost 40°/i, of net patient revenue in the average rural hospital. 
In some rural areas, Medicare represents as much as 80% of revenues. 

• The majority of rural patients arc Medicare or Medicaid beneficiaries. About 60% of the 
discharges in rural hospitals are Medicare or Medicaid beneficiaries -- 25% higher than the 
proportion in urban hospitals. 

Rural Americans depend more on Medicaid and Medicare because they have lower incomes. 
Rural residents had an average per capital income in 1993 of $16,028, compared to $23,843 for 
urban residents. The incidence of poverty among the non-metropolitan elderly is approximately 60% 
higher than among metropolitan elderly. Thus, an across the board increase in premiums will 
represent a far larger tax in percentage terms on the rural elderly than on the urban elderly. 

REPUBLICAN BUDGET BUDGET TARGETS RURAL AMERICANS' HEALTH CARE AND 
RURAL HOSPITALS 

• 

• 

• 

Cuts Medicare for rural Americans by $58 billion -- a 20% cut in 2002. This will mean higher 
out-of-pocket costs for the 9.6 million older and disabled Americans on Medicare in rural areas. 

Budget cuts will cost the typical rural hospital $5 million over seven years, according to the 
American Hospital Association. To pu,t that figure in context, the typical rural community hospital 
has total expenses of less than $15 million every year. 

Cuts Medicaid for rural Americans by $45 billion, denying coverage to as many as 2.2 million 
rural Americans, including over one million children. 

As many as 77,000 rural older and disabled Americans could he denied nursing home coverage. 

As many as 55,000 rural and disabled Americans could be denied home care benefits . 



BUDGET CUTS TARGET RURAL HEALTH CARE AND HOSPITALS 

October 12, 1995 

RURAL HOSPITALS ARE ALREADY IN A PRECARIOUS FINANCIAL POSITION: 

The number of rural hospitals dropped 17% between 1983 and 1993, while the number of urban 
hosp:1tals dropped 2%. 

25'Yc, of rural hospitals operate at a loss. 

Rural hospitals lose money on Medicare patients; urban hospitals make a small profit. 

lhiRAL HOSPITALS DEPEND ON MEDICARE AND MEDICAID: 

• Medicare alone accounts for almost 40'Yo of the average rural hospital's net patient revenue. 
For some rural hospitals, Medicare accounts for as much as 80%. 

• About 60°/., of the people discharged from rural hospitals arc Medicare or Medicaid 
bcndiciarics -- 25% higher than the share for urban hospitals. 

Rural Americans depend more on Medicaid and Medicare because their incomes arc 33% 
lower than the average urban American. And a 60% higher share of elderly live in poverty in 
rural areas than in urban areas. 

THE REPUBLICAN BlJDGET TARGETS RURAL AMERICANS' HEALTH CARE AND RURAL HOSPITALS: 

• Cuts Medicare for rural Americans by $58 billion -- a 20% cut in 2002 -- just to pay for a huge 
tax cut for the wealthy. 

• Cuts will cost the typical rural hospital $5 million over seven years. This is a huge hit since the 
typical rural hospital has annual expenses of less than $15 million. 

Higlilcr out-of-pocket costs and a second class Medicare program for the 9.6 million older and 
disabled Medicare recipients in rural areas. 

• Cuts Medicaid for rural Americans by $45 billion, denying coverage for as many as 2.2 million 
rural Amcric~ms, including: 

Over 1 million children 
230,000 older Americans 

• 350,000 people with disabilities 

• 77,000 rural older and disabled Americans could be denied nursing home coverage. 

55,000 rural older and disabled Americans could be denied home care benefits. 

Cuts will force rural families to choose between nursing home coverage for their parents and 
education for their children. 



THE WHITE HOUSE 

WASHINGTON 

October 12, 1995 

MEMORANDUM FOR THE BUDGET WORKING GROUP 

FROM: JASON GOLDBERG 

SUBJECT: Rural Impact Documents 

Attached are two documents for your use and circulation: 

• Talking points and background on the impact of the Republican cuts on Rural 
America 

• Talking points and background on the impact of the Republican cuts on rural 
health care and hospitals. 

Please contact me if your office needs more copies of the comprehensive rural state-by-state 
book ( 456-7256). 

cc: Erskine Bowles 
Gene Sperling 



THE REPUBLICAN BUDGET TARGETS RURAL AMERICA AND HITS IT HARD 
October 11, 1995 

THE REPUBLICAN BUDGET TARGETS RURAL MEDICARE BENEFICIARIES AND HOSPITALS: 

• 

• 

Cuts Medicare for rural Americans by $58 billion -- a 20°10 cut in 2002 -- just to pay 
for a huge tax cut for the wealthy: 

Higher out-of-pocket costs and a second class Medicare program for the 9.6 million 
older and disabled Americans in rural areas. 

• Many rural hospitals will be forced to close -- sometimes the only hospital for miles, . ·-=-· 

leaving rural Americans with nowhere to turn for the health care they need. 

THE REPUBLICAN BUDGET TARGETS RURAL MEDICAID: 

• 

• 

• 

• 

Eliminates coverage for as many as 2.2 million rural Americans including: 
• Over 1 million children 
• 230,000 older Americans 
• 350,000 people with disabilities 

77,000 rural older and disabled Americans could be denied nursing home coverage . 

55,000 rural older and disabled Americans could be denied home care benefits . 

Cuts will force rural families to choose between nursing home coverage for their 
parents and education for their children. 

THE REPUBLICAN BUDGET TARGETS FARMERS: 

• 

• 

25°10 bite out of farm programs -- jeopardizing the rural way of life in America . 

Cuts come right out of the pockets of farmers -- net farm income for target price 
crops and soybeans is expected to decline by $9 billion over seven years. 

THE REPUBLICAN BUDGET RAISES TAXES ON RURAL WORKING FAMILIES:. 

• Raises taxes on 4 million rural working families by an average of $352. 

THE RE:PUBLICAN BUDGET TARGETS RURAL EDUCATION: 

• Clllts will deny 113,000 rural children basic and advanced skills education -- at a time 
when many small-town and rural schools are already having trouble making ends meet. 



1[MPACT OF REPUBLICAN BUDGET CUTS ON RURAL AMERICA , 
October 11. 199 5 

HEALTH CARE IN RURAL AMERICA. 

The Republican MEDICARE Cuts Will Force 9.6 Million Older And Disabled Americans In 
Rural America To Pay Higher Premiums and Higher Deductibles For A Weakened Second Class 
Medicare Program. 

Medicare Spending For People In Rural Areas Of America Will Be Cut By $58 billion Over 
Seven Years -- A 20% Percent Cut In 2002 Alone. 

• 

• 

• 

The Republican Cuts Will Increase The Severe Financial Pressure On Rural Hospitals In ~ -~­

America And Force Some Rural Hospitals To Close. Today, rural hospitals lose money on --:. 
Medicare patients while urban hospitals make a small profit. Medicare accounts for almost · · 
40% of net patient revenue in the average rural hospital, and as much as 80% in some rural 
hospitals. 

According to the American Hospital Association, under the Republican cuts, the typical 
rural hospital will lose $5 million in Medicare funding over seven years. 

Rural Medicare Recipients Would Lose Much-Needed Doctors. America's rural Medicare 
recipients would need 5,084 more primary care physicians to have the same doctor to 
population ratio as the nation as a whole. Yet the American Medical Association has stated 
that the cuts in Medicare are so severe that they "will unquestionably cause some physicians 
to leave Medicare." [New York Times, October 10, 1995.] 

The Republican MEDICAID Cuts Will Further Hurt Rural Hospitals And Eliminate Coverage 
For Milllions Of Rural Americans. 

• Rural Hospitals Will Suffer Additional Revenue Losses From The $45 Billion Republican 
Medicaid Cuts. In addition to the average of $5 million rural hospitals will lose from 
Medicare cuts, rural hospitals will also face revenue shortages due to the severe Republican 
Medicaid cut. 

• As Many As 2.2 Million Rural Americans Will Be Denied Medicaid Coverage, Including: 

• l Million Children 
• 230,000 Older Americans 
• 350,000 People With Disabilities 

• Over 77,000 Rural Older And Disabled Persons In America Could Be Denied Nursing 
Home Coverage in 2002. Most of the 350,000 people living in nursing homes in rural 
America are covered by Medicaid. Under the Republican Medicaid plan, approximately 
77,000 rural nursing home residents (22%) could be denied coverage. 

• Over 55,000 Rural Older And Disabled Persons In America Could Be Denied Home Care 
Benefits in 2002. Most of the 365,600 poor elderly in rural America who need home care are 
covered by Medicaid. Under the Republican Medicaid plan, approximately 55,000 (17%) 
rural poor elderly who need home care will lose coverage. 



FARMING IN RURAL AMERICA 

The Republican Budget Slashes Farm Spending By 25% over seven years. Farm spending in 
America will be reduced by $13 billion -- drastically reducing support for commodity programs. 

The Republican Budget Will Reduce Farm Income Nationwide. As a result of the Republican 
cuts, net farm income for target price crops and soybeans is expected to decline by $9 billion 
over seven years -- a 4% reduction in earnings. 

TAXES ON WORKING FAMILIES IN RURAL AMERICA 

The Republican Budget Raises Taxes On 4 Million Working Families In Rural America By 
An Average Of $352 in 2002. Republican cuts to the Earned Income Tax Credit will impose a 
$59 .2 million tax increase on working families and their children in rural America. 

EDUCATION IN RURAL AMERICA 

The Republican Education Cuts Will Deny 113,000 Children Basic And Advanced Skills In 
Rural America in 1996. Title I funds in rural areas will be cut by $113 million -- more than 
17% -- denying crucial assistance at a time when many small-town and rural schools are already 
having trouble making ends meet. 

PUBLIC HEALTH AND THE ENVIRONMENT IN RURAL AMERICA 

The Republican Budget Will Reduce The Amount Of Money That States Can Spend To 
Keep Water Clean In Small Communities And Rural Areas By 20o/o Compared To The 
President's Balanced Budget. These cuts will derail initiatives that are working to fight water 
pollution and protect public health. 

The Republican Budget Proposal Will Stop Or Slow The Clean-up Of At Least 115 Toxic 
Waste Sites In Rural America. Nationwide, the Republican Budget reduces spending on toxic 
waste cleanups by 36% -- or $560 million -- below the President's balanced budget. These cuts 
will re:>trict or stop clean-ups of sites nationwide that pose a threat to public health and the 
environment. 

TRANSPORTATION IN RURAL AMERICA 

The R1~publican Budget Will Cut Transportation Grants For Rural Areas By 20%. 
Republican proposals cut $57.4 million for rural transportation in America. These funds are 
essential for giving residents access to medical services, supermarkets and grocery stores, and job 
training:. 

. ~"":'--
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NUTRITION IN RURAL AMERICA 

Republican Cuts Will Slash Up To 15% From Food Assistance To Rural America. 
Republican budget cuts will fall particularly hard on the rural poor, cutting as much as $11 
billion in food assistance from rural areas over seven years. 

Republiican Nutrition Cuts Will Eliminate Jobs In America. These cuts will reduce farm 
prices and incomes, and result in the loss of as many as 328,900 jobs nationwide -- including up 
to 57,800 rural jobs. 

HOUSING IN RURAL AMERICA 

The Republican Housing Cuts Will Reduce Spending On Public Housing Capital In Rural 
America 46% Below The President's Request in 1996. Cuts to public housing capital 
assistance in rural areas will total $460 million in 1996, severely hindering efforts by rural 
housing agencies to rehabilitate run down public housing projects and provide much needed 
security and anti-crime programs. 

The Republican Budget Will Cut 40% From Assistance To Homeless Persons in Rural 
Areas in 1996. The Republican plan will cut $108 million in homeless assistance to rural areas. 
The reduction will mean 4.9 million fewer nights of shelter for America's rural homeless. 



BUDGET CUTS TARGET RURAL HEALTH CARE AND HOSPITALS 
October 12. 1995 

RURAL HOSPITALS ARE ALREADY IN A PRECARIOUS FINANCIAL POSITION: 

• 

• 

• 

The number of rural hospitals dropped 17°/o between 1983 and 1993. while the number 
of urban hospitals dropped 2%. 

25°/o of rural hospitals operate at a loss . 

R111ral hospitals lose money on Medicare patients; urban hospitals make a small profit. 

RURAL HOSPITALS DEPEND ON MEDICARE AND MEDICAID: 

• Medicare alone accounts for almost 40°/c, of the average rural hospital's net patient 
revenue. For some rural hospitals, Medicare accounts for as much as 80%. 

• About 60°/o of the people discharged from rural hospitals are Medicare or Medicaid 
beneficiaries -- 25% higher than the share for urban hospitals. 

• Rural Americans depend· more on Medicaid and Medicare because their incomes are 
33 % lower than the average urban American. And a 60% higher share of elderly live 
in poverty in rural areas than in urban areas. 

THE REPUBLICAN BUDGET TARGETS RURAL AMERICANS' HEALTH CARE AND RURAL HOSPITAL! 

• Cuts Medicare for rural Americans by $58 billion -- a 20°/o cut in 2002 -- just to pay 
for a huge tax cut for the wealthy. 

• Cuts will cost the typical rural hospital $5 million over seven years. This is a huee hit 
sim::e the typical rural hospital has annual expenses of less than $15 million. 

• Hi~:her out-of-pocket costs and a second class Medicare program for the 9.6 million 
older and disabled Medicare recipients in rural areas. 

• Cu:ts Medicaid for rural Americans by $45 billion, denying coverage for as many as 
2.2 million rural Americans, including: 

• Over l million children 
• 230,000 older Americans 
• 350,000 people with disabilities 

• 77,000 rural older and disabled Americans could be denied nursing home coverage. 

• 55,000 rural older and disabled Americans could be denied home care benefits. 

Cuts will force rural families to choose between nursing home coverage for their 
parents and education for their rhilrlrPn 



FACTS ON THE IMPACT OF BUDGET CUTS ON 
RURAL RESIDENTS AND RURAL HOSPITALS 

Rural residents and hospitals are uniquely vulnerable to cuts in Medicare and 
Medicaid. Both are disproportionately dependant on these programs and both 
typically face significant financial pressures. The Republican budget cuts, as a 
result, will threaten coverage for many rural residents and pose a unique danger to 
the many rural hospitals operating on the edge of financial survival. 

I. IMPACT OF REPUBt.ICAN CUTS ON RURAL HOSPITALS 

RURAL HOSPITALS REMAIN IN A UNIQUELY PRECARIOUS FINANCIAL 
POSITION. 

• Rural Hospitals Have Been Closing At A Disproportionate Rate: The number of 
rural hospitals in America fell by 17% between 1983 and 1993 (compared to a 
decrease of 1.9% for urban hospitals). [American Hospital Association, Hospital Statistics. 
1994] 

• Rural Hospitals Face Uniquely Severe Financial Pressures 

• 

• 

• 

• 

Higher cost per patient. The low volume of patients means that many rural 
hospitals face higher costs per patient than large urban hospitals. [Rural Policy 
Research Institute (RUPRI), 1995] 

Lower Medicare payments. Making matters worse is the fact that Medicare 
payments are roughly 20% less per beneficiary in rural areas than in urban 
ones. [RUPRI. 1995) 

Net loss on every beneficiary. Higher costs and lower payments mean that 
rural hospitals lose roughly 2% on Medicare patients. Urban hospitals. in 
contrast, run a slight profit (.6% on Medicare patients). [Prospective Payment 
Assessment Commission (PPRC). 1995] 

Some states may have even larger losses. According to the Kansas City 
Star, "it is not a question of whether Indiana hospitals will close. It is a 
question of when . . . . Indiana hospitals already lose about I 2 to I 4 cents of 
every dollar they spend on Medicare patients." [Kansas City Star, 7130195] 

One out of four Rural Hospitals Operate At A Loss: Twenty-jive percent of rural 
hospitals had a negative total operating margin in I 993. [PPRC. 1995] 



RURAL HOSPITALS \VILL BE HIT UNUSUALLY HARD BECAUSE THEY SERVE A 
DISPROPORTIONATE NUMBER OF MEDICARE BENEFICIARIES. 

• 

• 

The Vast Majority Of Rural Patients Are Medicare Or Medicaid Beneficiaries. About 60% of 
the discharges in rural hospitals are Medicare or Medicaid beneficiaries -- 25% higher than the 
proportion in urban hospitals. [American Hospital Association, Annual Survey of Hospitals, 1993] 

Medicare Alone Accounts For Almost 40% Of Net Patient Revenue In The Average Rural 
Hospital. [Frenzen. 1995] · In some rural areas, Medicare represents as much as 80% of revenues. 

• Rural Indiana: "On average, Indiana hospitals get about 40 percent to 45 percent of their 
income from Medicare .... [A]t smaller hospitals in rural Indiana, however, Medicare 
and ... Medicaid can account for 60 to 80 cents of every dollar they collect." [The Indianapolis 

Star, 10/8/95. citing Bob Morr, Vice President of the Indiana Hospital Association] 

• Rural Minnesota: Swift County-Benson Hospital, out in the prairie of Benson, Mirinesota, 
gets an overwhelming 85% of its revenue from !'0edicare and Medicaid. [Star Tribune, 1012/95] 

• Rural Nebraska: In a recent article, the New York Times profiled a rural hospital in 
Nebraska -- the Saunders County Health Services -- which "ministers to a population that is 
largely elderly and exceedingly dependant on Medicare." The Times reports that the elderly 
actually account for 80% of the hospital's revenue. The precarious financial straits of the 
hospital are typical of many rural centers. Saunders "lost money last year, hopes to break 
even this year and has been struggling since the mid-1980s." I ts manager worries that the 
new spending controls on Medicare would have a significant impact on his 30-bed hospital. 
As the Times notes, "the Medicare policies being created in Washington instill anxiety and 
frustration. " [New York Times, 5/21/95] 

GIVEN THEIR PRECARIOUS FINANCIAL SITUATION AND THEIR SIGNIFICANT 
RELIANCE ON MEDICARE AND MEDICAID, PROPOSED BUDGET CUTS WILL LIKELY 
FORCE THE CLOSING OF MANY RURAL HOSPITALS ACROSS THE NATION. 

• Budget Cuts Will Cost The Typical Rural Hospital $5 Million Over Seven Years. according to 
the American Hospital Association. [American Hospital Association. 10/6/95]. To put that figure in 
comext, the typical rural community hospital has total expenses of less than $15 million every 
year. [American Hospital Association. Annual Survey of Hospitals, 1993] 

• Example: Nebraska: The Nebraska Association of Hospitals and Health Systems released 
a study on September 8, 1995, reporting that the Republican cuts will cost a small rural 
Nebraska hospital (less than 49 beds) $3.3 million, a mid-size hospital (49-100 beds) $11 
million. and a typical larger size rural hospital ( l 00-200 beds) $33 million. {Press Release. 

9/8/95] 

• Cuts ask Hospitals to Provide 19 Months of Free Care: "The proposed $270 billion 
reduction in Medicare spending is asking hospitals to provide 19 months of free care to 
Medicare recipients over the next seven years .. · .. Clearly, it's a lose-lose situation. not 
only for hospitals. but for the public who depend on these hospitals," says Harlan Heald. 
President of The Nebraska Association of Hospitals and Health System [Press Release. 918/95] 



• Re,:ent Press Reports Warn Of Hospital Closings Under Republican Budget Cuts .. 

• 

The Kansas City Star reports: "If Congress cuts Medicare spending by $270 billion, rural 
health care will be one of its biggest victims, hospital operators, researchers and others 
predict. Such reductions will force the closing of some rural hospitals, curb such basic 
services as emergency rooms and community health clinics, and worsen an already serious 
shortage of doctors and other health care workers." [Kansas City Star, 7130195] 

The Wall Street Journal reports: "hospitals are closing anyway at a rate of 50 or so each 
year. But that number could double. or even triple due to stepped-up financial pressures 
from the government and private payers. analysts say." [Wall Street Journal, 10/2195] 

The Billings Gazette: "In rural areas. the percentage of Medicare [patients] is probably 
higher so the effect would be more pronounced. Overall, it's going to be devastating." 
Ahrens, President of the Montana Hospital Association [Billings Gazette, 5/29/95] 

• The Fort Lauderdale Sun-Sentinel reports that tlie budget cut "means higher health care 
premiums, higher deductibles, and more restrictive employer-provided health care plans ... 
or an awful lot of rural medical facilities are going to go belly up and a lot of the nation's 
great teaching hospitals are going to become shells of their foI'mer excellence. It's probably 
both." [Sun-Sentinel, I 0/3/95] 

• Baton Rouge Advocate: "We're facing an enormous crisis in rural hospitals if something is 
not done about these cuts in Medicare and Medicaid," warned Joe Soileau, chairman of the 
Louisiana Rural Hospital Coalition. [Baton Rouge Advocate, 9123/95] 

• Minneapolis Star Tribune: "The small hospital out on the prairie in Benson, Minnesota 
has a message for the members of Congress who are trying to shake up the Medicare­
Medicaid system: 'If some things don't happen to help us, our life as we know it today will 
be over in 12 to 18 months,' said John Stidt, Chief Executive Officer of Swift County­
Benson Hospital. 'We will have to close our doors."' [Star Tribune, 10/2/95] 

• Arkansas Democrat-Gazette: One hospital near Prescon, Arkansas, may soon close its 
doors. The hospital, according to an administrator, relied on Medicare and Medicaid for 
72% of its payments. If it closes, "the nearest hospital will be in Hope, about 15 miles to 
the southwest." A spokesman for the Arkansas Hospital Association "said that rural 
hospitals suffer disproportionately because of their heavy reliance on Medicare and 
Medicaid payments." [Arkansas Democrat-Gazette. 7/19/95] 



II. IMPACT OF HEALTH CARE CUTS ON RURAL RESIDENTS 

MEDICARE CUTS IN RURAL AMERICA \VlLL AMOUNT TO SSS BILLION OVER SEVEN 
YEARS, A 20% CUT IN 2002. THESE CUTS WILL SEVERELY DISRUPT THE PROVISION 
OF MEDICAL SERVICES TO MANY RURAL RESIDENTS. 

• 

• 

Approximately 9.6 Million Older And Disabled Residents In Rural America Depend On 
Medicare For Their Health Care. [Depamnent of Health and Human Services (HHS)] 

Because Of The Migration Of Young To Urban Centers, A Higher Proportion of Rural 
Residents Are Older Than Urban Dwellers And Depend Heavily On Medicare. 

• Far higher enrollment rates. The Medicare enrollment rate is 28% higher in rural than in··~ 
urban areas (16.0% vs. 12.5%), making Medicare a critical source of revenue for th~ rural - -
health care system. [Frenzen. 1995] 

• Medicare is particularly vital in farming communities. 22% of farm operators were 65 
or older in 1990, compared to only 3% of the U.S. workforce_ as a whole. [Council of 
Economic Advisers) 

• Example: Nebraska. In Nebraska, "it is the rural health-care system that is most 'fragile,' 
as Dr. Mark Horton, the state director of health, put it. Eighteen percent of Nebraska's 
rural population is over 65~ many of the hospitals in rural areas, and many of the primary 
care physicians there, are exceedingly reliant on the Medicare program." [Sunday Gazette Mail, 
5/21/95] 

• Rural Communities Are Less Able To Bear The Burden Of Medicare Cuts, since their 
residents have less income on average than urban residents and their economies depend more 
heavily on Medicare payments. 

• Rural residents have lower incomes: Rural residents had an average per capita income in 
1993 of $16,028. compared to $23,843 for urban residents. [Bureau of Economic Analysis. 
Regional Economic Information System. 1993.] The incidence of poverty among the non­
metropolitan elderly is approximately 60% higher than among metropolitan elderly ( 16. 7% 
vs. 10.5%). Thus, an across the board increase in premiums will represent a far larger tax 
in percentage terms on the rural elderly than on the urban elderly. [HHS. RUPRI, 1995) 

• Rural economies depend more heavily on Medicare payments than urban· economies. 
Medicare comprises a far greater percentage of total personal income in rural areas than 
urban areas -- 41 % more. [RUPRI, 1995] 

• "A Financial Shock" to rural America. "Clearly, a uniform percentage cut in Medicare 
would give rural America a financial shock," said Glenn Nelson, a researcher for the Rural 
Policy Research Institute. [Kansas City Star, 7130/95) 



MEDICAID SPENDING WILL FALL BY $45 BILLION IN RURAL AMERICA, FORCING 
MANY TO LOSE CRITICAL HEALTH CARE COVERAGE FOR NEEDED SERVICES. 

• Spending Cuts Could Deny Medicaid Coverage To As Many As 2.2 Million Rural Americans, 
according to the Department of Health and Human Services, including: 

• I Million Children 
• 230,000 Older Americans 
• 350,000 People With Disabilities 

• As Many As 77,000 Rural Older And Disabled Persons In America Could Be Denied Nursing 
Hom1e Coverage in 2002. Most of the 350,000 people living in nursing homes in rural America 
are covered by Medicaid. Under the Republican Medicaid plan, as many as 77,000 rural nursing 
home residents (22%) could be denied coverage. [HHS] 

• As Many As 55,000 Rural Older And Disabled Persons In America Could Be Denied Home 
Care Benefits in 2002. About 333,000 poor elderly in rural America need home care. Under the 
Republican Medicaid plan, as many as 55,000 (17%) ruraipoor elderly who need home care will 
lose coverage. [HHS] 

Ill. RURAL HEALTH CARE AND ACCESS To DOCTORS 

BECAUSE RURAL DOCTORS RELY DISPROPORTIONATELY ON MEDICARE AND 
MEDICAID, REPUBLICAN PROPOSALS WILL MEAN THE LOSS OF MUCH NEEDED 
DOCTORS. 

• Rural Medicare Recipients Could Have Less Choice of their Own Doctor Under Republican 
Medicare Plans: Only 44% of physicians in rural areas are members of HMO or PPO plans, 
compared to 81 % for physicians in urban areas. [American Medical Association, 1993]. 

• Rural Physicians Rely More on Medicare and Medicaid Than Urban Physicians. 

• Medicare and Medicaid accounts for 53% of the practice of non-metropolitan primary care 
physicians, but only 41 % of the practice of physicians in large metropolitan areas. ·[Report of 

the Council on Medicaid Services, 1995]. 

• Republican Budget Cuts Will Make Medical Practice in Rural Communities Less Desirable 
and Wm Cause Medicare Recipients To Lose Needed Doctors. America's rural Medicare 
recipients would need 5,084 more primary care physicians to have the same doctor to population 
ratio as the nation as a whole. [Mueller, 1995]. Yet the American Medical Association has stated 
that the: cuts in Medicare are so severe that they "will unquestionably cause some physicians to 
leave Medicare." [New York Times, October 10, 1995.] 
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PROJECTION OF LOST l\ifEDICARE REVENUE 

FOR TYPICAL HOSPITALS 

Renects seven-year cumulative losses (1996-2002) per hospital 

ESTIMATED 

P. :=v3 

l\mDICARE REVENUE LOSS 
HOSPITAL TYPE PER HOSPITAL 

(7-YR CUMULATIVE LOSS 
1996·2002) 

Typical Hospital $17 million 

TYJpical Urban Hospital $25 million 

Typical Rural Hospital $5 million 

Typical 50-Bed Hospital $3 million 

Typical 150-Bed Hospital $12 million 

Typical 250-Bed Hospital $26 million 

Typical 450 Bed Hospital $60 million 

Typical Teaching Hospital $45 million 

"lsow~ce: American Hospital Association 10/6/95 



PRESIDENT WILLIAM J. CLINTON 
TALKING POINTS FOR CONFERENCE CALL 
WITH RURAL HOSP IT AL ADMINISTRATORS 

THE ROOSEVELT ROOM, THE WHITE HOUSE 
OCTOBER 12, 1995 

• I'm glad that you all are joining me today on this conference call to discuss the 
importance of continuing our investment in health care in rural America. 

• As you know, we are involved in a serious national debate about how to balance the 
federal budget. 

• I want to balance the budget, and I have a proposal to do it. I have said for a long 
time that we need to balance the budget to lift the burden of debt off of our children 
and to strengthen our economy. 

But we need to do it in a way that reflects the values that we have always held dear in 
this country. Values like giving every American the opportunity to make the most of 
his or her own life, strengthening our families, and respecting the duty we all owe to 
each other. This budget debate is not just about programs and dollars; it's about 
providing for our children's futures and honoring our parents. 

• My balanced budget plan reflects America's values. It secures the Medicare Trust 
Fund, while strengthening -- not gutting -- our Medicare program. It calls for 
reasonable, moderate reforms in Medicaid, while keeping our guarantee to children 
and older and disabled Americans. It addresses the budget deficit, while responding to 
the education deficit by continuing our national commitment to education and training. 
And it targets a tax cut to middle class, working families. 

• In my judgment, the budget that the Republicans in Congress have offered violates 
those values. It will decimate the Medicare and Medicaid programs -- by taking twice 
the level of Medicare cuts I have proposed and more than three times the level of 
Medicaid cuts. It will force American families to choose between educating their 
children and making sure their parents have the health care they need. 

• These cuts will be particularly devastating to rural communities and families because 
Medicare and Medicaid are the backbone of the health care system in rural areas. 

As you well know, hospitals in rural areas struggle every day to make ends 
meet and are already closing at more rapid rates than hospitals in cities. And 
you depend more on Medicare and Medicaid payments than urban hospitals. 



• When you look at the situation out there and the level of these cuts, it's easy to 
see what the Republican budget will mean for health care in rural America. 
Imagine what it \viii mean for your local hospital -- that is there not only for 
families in emergencies, but also for families with a child who needs to be 
immunized, or a mother or father who needs long-term care. 

• I grew up in a community where we depended on the local community hospital 
for just about everything, and I can only imagine what drastic cuts like these 
would have meant for that hospital. And I can only imagine what it would 
have meant for my town if that hospital had been forced to close. 

• I'd like to call on Secretary Shalala to say a few words. 

• I would now like to hear from you about your hospitals and what the budget cuts will 
mean to your hospitals and communities. 

I. Don Sipes, CEO, St. Luke's Northland Hospital, Smithville, MO 
Topic: Overview on importance ol Medicare and Medicaid to rural ho.\pitals 

2. H.D. Cannington, Administrator, Jay Hospital, Jay, FL 
Topic: Impact on community i{ ho.,pital closed 

3. John Kelly, Administrator, Soldiers and Sailors Memorial Hospital, Penn Yan, 
NY 
Topic: Importance of' /11/edicaid and impact ol Medicaid cuts 

4. Margo Arnold, CEO, West Side District Hospital, Taft, CA 
Topic: Rural hospitals and long-term care fi1r the elder~v 

5. Peter Hofstetter, CEO, Northwestern Medical Center, St. Albans, VT 
Topic: !-low cuts will exacerbate struggle to allract and retain physicians 

6. Todd Linden, President/CEO, Grinnell Regional Medical Center, Grinnell, IA 
Topic: Rural hmpitals as "total providers" (i.e .. providers ofall types ol 
health care) 
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Contact: HHS Press Office 
(202) 590:..5343 

Rural Hospitals and Medicare and Medicaid 
Medi car•! 

o There are approximately 2,500 hospitals in the U.S. that are located in rural 
ccimmunities. 

o An estimated 24 percent of rural hospitals had a negative operating margin in 1 992. 

o Medicare accounted for an average of 36 percent of rural hospitals' annual revenue 
in 1993. For many rural hospitals, Medicare accounts for 50 percent or more of· 
armual revenue. 

• Significant reductions in Medicare revenues could cause many distressed rural 
hospitals to close or to turn to local taxpayers to increase already substantial 
local subsidies. 

o The rural health infrastructure is fragile and highly sensitive to even small changes in 
pc:1yment policies. 

• Because of their low patient volume, many rural hospitals have very high per­
case costs. 

• Many rural hospitals have disproportionately high bad debts and an eroding 
privately insured patient population. 

• Rural hospitals have limited ability to downsize because of the need to maintain 
staffing and services to meet accreditation and clinical standards. 

o The market penetration o1 health maintenance organizations (HMOs) in private 
in:;urance and in Medicare is lower in rural areas. 

Medicaid[ 

o M 1edicaid accounted for an average of about 20 percent of rural hospitals' annual 
revenue in 1992, representing a fiscal safety net for these communities. 

o Rural communities often have a disproportionate concentration of elderly, disabled, · 
a~1d low-income families. 
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Ef teet of Propo1•d Medicar• and Med1ca1d 
Cuti on Rural Hospital1 

Mltdicare 

o Republ1can-propaaed reduce1on1 in Medicare payment would havo 
a major impact on rurAl hospitals. There Are about 2'00 rural 
hosp1ta11 in tna us. 

* 
0 Givan the precarious financi11l poeition of· mony rural 

hospitals (24 . percent of whom had neqative total 
operating aarg1n• in 1992), reductiona in Medicare 
payments would hava major impact•. 

o Siqnif icant redu~tiona in Medicare ~•venues caul~ cause 
many ~latresaed rural hospita~• to close or to turn to 
local taxpayers to raise what are already aubatantial 
local sub•idio&. 

o Health care spending in general, and Medicare expenditures in 
particular, rapreaent a large proportion of income in rural 
economiea • 

. /o 
'v 

0 

ror rural hospitals, Medicare inpatient payments account 
~or approximately 33 percent ot revenue. 

While Medtcare paymanta tc small rural hospitals (under 
100 beds) represent only 6 percent of all Medicare PPS 
payments, they repraaent 50 percent or more o! revenue 
for many rural no1p1tals. 

o In most casea, the rural health infrastructure !• fragile and 
highly sensitive to even small changes in payment Qnd other 
pol!cie1. 
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0 Many rural hospitals tace 119n1f icant f inanoial problems 
resultinq from low volume and correapondinqly high per .j,.

1 case coat.a, h19h bad debt, and an orociing privately '\J 
insured population to wh1ch higher coats can ba shifted. 

0 
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o Although many rural hospitals have chronically low 
patient volwne due to their limited population base, they 
have limited ability to downsize because of ths need to 
mainta!n &tatting and sarvicaa to meet accreditation ana 
clinical atAndGrda. 

There are aignif icant OD&tacle• in many rural oreaa to t.he 
succeas of market-baaed approaches to Medicare reforms 

n Limited prov1der aupply and chronic health cGre capac1~y 
problam1 are likely to inhibit ~ne development of 
multiple, competitive health plans in many areas. 
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c The market penetration ot both Medicare HMOs and 
commercial HMOe is lower in ru~al than 1n urban areas. 

Medicaid 

o Medicaid 1• a safety net for many rural hospitals. 

o Contrary to public opinion, Medicaid rac1piants are not 
concentrated only in inner citiaa. Rural elderly, disablea, 
and low-income tamil1•• al10 rely on Medicaid. 

c) Republicans have propo1ed to end Medicaid end replace it w1tn 
block grants to states. 

o Block qrantl will not keep pace wi~h expected growth 1n 
the need for •tate medical assistance apendin9. 

o States will be under presaure to lower provider payment 
rate&. 

o Block grants reduce rederal requirements and ~llow 
9reater atate flexibility in datermininq who qualities 
!or Medicaid, what services they receive !rom providers, 
and how much providers are paid for those eorv1cee. 

S'L1mmary 

o Given the importance ot Medieare •nd Medicaid fundin9 to rural 
hoapltala, and the general limitations in rural servi~e 
dalivery networks, the Republican propoaals eo cut Medicare 
and Medicaid create major fiacal problems thot may very well 
result in reduced service or acce11. 

?03 
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PROJECTION FOR MEDICARE REVENUES 1996-2002 UNDER THE SENATE 
FINANCE RECONCILIATION PROPOSAL (in thousands of dollars) 
=: 

HOSPITAL FISCAL YEAR CURRENT LAW PROPOSED ESTIMATED 
REVENUES PAYMENT REVENUE 
(IN $1000s) CUTS (IN DECREASE 

$1000s) (IN 
$1000s) 

St. Luke's FY2002 5,559 4' 694 -865 
Northland, 
Smithville 
Mo 

Total 1996- 31,778 26,552 -7,000 
2002 

Jay FY2002 3,347 2,872 -475 
Hospi ta 1, 
Jay I FL 

Total 1996- 20,208 18,477 -1,731 
2002 

Soldiers FY2002 No Data No Data No Data 
and 
Sailors 
Memorial, 
Penn Yan, 
NY ** 

Total 1996- 41,300 -- -8,000 
2002 -

West Side FY2002 1, 728 1, 4 64 -265 
District 
Hospital, 
Taft, CA 

Total 1996- 9,976 8,996 -980 
2002 

Northwest- FY2002 9,321 7,921 -1,400 
ern Med. 
Center, 
St. 
Albans, VT ---

Total 1996- 54,584 49,282 -5,302 
2002 

Grinnell FY2002 No Data No Data No Data 
Regional 
Medical 
Center ..___ 

Data by AHA. **NY Data by HANYS 
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DRAFT 
RURAL RESIDENTS & HEALTH CARE SYSTEMS 

GENERAL FACTS: 
Population 

Elderly are a higher and growing proportion of rural residents because of the general aging of the 
population and the outmigration of young people to urban areas for employment. (RUPRI, 1995) 

• Job growth in rural areas is projected to be half that of urban areas. (RUPRI, 1995) This emphasizes the 
important of health care jobs to rural areas. 

• Rural residents are, on average, poorer than urban residents. (RUPRI, 1995) Avg. per capita income, 1993: 

Rural: 
Urban: 

S16,046 
$23,843 

Rural residents rely more on transfer payments than do urban residents. (RUPRJ, 1995) This means that 
they rely more on the government and will feel a greater impact of the reduction in government spending. 

Medicaid is particularly important since rural workers arc less likely to get health insurance through their 
employers. (Frenzen, 1995) Percent of workers receiving health insurance on the job: 

Rural workers: 50% 
Urban workers: 55% 

This difference reflects the higher levels of employment in small fums in rural areas, which are not as 
likely to offer coverage due to the higher administrative costs and worse negotiating positions. Small firms 
in rural areas also are more likely to face higher premiums due to the prevalence of hazardous or season 
jobs. 

Health Care Systems: 
Hospitals: 

• 

In 1992, there were approximately 2,285 rural hospitals ( 44% of total), relative to about 3 .000 urban 
hospitals. (Office of Rural Health Policy, 1995) 

Rural hospitals are closing at a greater rate than urban hospitals (Office of Rural Health Policy, 1995): 

Rural hospital closures: 1980-92: 367 
Urban hospital closures: 1980-92: 4 79 

l.f P' ~ "\,"ltll4V'l-Cdld 
IH~ - J.#U kvl:>tHl 

2.Stt .,2. 9.'j_; r u, r 41 . . . 
p<{.dlwlavl~ V..1~~,,. l>'l l'lf'OS 

Rural hospital admissions are declining at a rapid rate; between 1982 and 1992, the change in admissions 
was (Office of Rural Health Policy, 1995): 

Rural hospitals: 40% decline 
Urban hospitals: 7.8% decline 
US: 14.6% decline. 

• Over half of discharges in rural hospitals are Medicare or Medicaid beneficiaries relative to less than half * of urban hospitals' discharges. (Office of Rural Health Policy, 1995) Percent of discharges paid by: 

October 10; 8:00am 

Rural 
Urban 

Medicare 
44% 
36% 

Medicaid 
15 % 
12 % 
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AHA l#Yp1hl l\n, l1,~ 
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Combined 
59.5% of discharges 
47.7% of discharges 
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Pllysicia11s: 
Provider shortages are persistent in rural areas. (Mueller, I 995) 

5,085 more primary care physicians would need to be added to rural areas to achieve the standard 
physician-to-population ratio of 1 to 3,500. 

The reductions in funding for provider education could exacerbate the problem. 

Significantly fewer physicians in rural areas have contracts with managed care organizations. (AMA, 
I 993) Percent of physicians with contracts with: 

Rural: 
Large Urban: 

liMQ rfQ 
7% 
22% 

37% 
59% 

MEDICARE: 
Beneficiaries: 

• 

• 

• 

Coverage is proportionally higher in rural areas (Frenzen, 1995): 

Rural beneficiaries as a percent of rural residents: · I 6.0% 
Urban beneficiaries as a percent of urban residents: 12.5% 

Rural Medicare beneficiaries have lower income on average than urban beneficiaries, meaning that they 
will be disproportionately affected by premium and deductible increases: 

Rural average income (1992): 
Urban average income (I 992): 

$19,517 
$24,300 

(NOTE: We'll try to get these updated for at lease 1993] 

I 

Payments per rural resident are less than Medicare payments per urban resident: 

Medicare payments per rural beneficiary: $3, I 91 
Medicare payments per urban beneficiary: $3,937 

Percent difference: rural is nearly 20% lower (RUPRJ, 1995) 

Since Medicare pays nearly 20% less per beneficiary in rural areas, there is little room for additional 
efficiencies -- the cuts will mean fewer services or reduced access. 

Part of the reason for the lower payments per beneficiary results from the concentration of specialists in 
urban areas. 

Although about 25% of beneficiaries reside in rural areas, only 20% of Medicare payments go to 
rural areas. (Frenzen, 1995) 

Rural economies rely more on Medicare revenue. (RUPRI, 1995) Ratio of Medicare payments to total 
personal income: 

Rural: 
Urban: 

3.3 I 
2.34 

Difference: rural is 41 % higher than urban ratio 

Hospitals: 

October 10; 8:00am 



10/10/95 

:ti yO" 
~~ 

'o.J/I ...fl\ 
U~ L fY" 

(f .A~ " • 
l l O. .. o'' ,11 t"'' , (, "°' ~oc(f ..il.(IV. · ~~\) · 

~\ ·«· o'>~' 
'{\tf< \ YI 

1 \I.~ 0. 

• 

08:10 '8'202 690 6518 

Rural hospitals rely more on Medicare than do urban hospitals: 

Average percent of net patient revenue from Medicare for norunetropolitan community hospitals 
(1993) (Frenzen, 1995): 

Non-metropolitan hospitals: 
Metropolitan hospitals: 

38.8% 
33.5% 

In rural hospitals, Medicare beneficiaries are a much higher proportion of discharges. (Office of Rural 
Health Policy, 1995) 

Rural hospital Medicare discharges as percent of total: 
Urban hospital Medicare discharges as percent of total: 

44.4% 
35.7% 

Physicia11s: 
Rural physicians rely more on Medicare than do urban physicians: 

141004/005 

Average percent of practice revenue from Medicare for primary care physicians (1994) (Report of 
the Council on Medicaid Services, 1995): 

MEDICAID: 
Beneficiaries: 

Non-metropolitan practices: 
Large metropolitan area practices: 

36.9% 
31.6% 

• Medicaid covers relatively more rural residents, mostly because of higher poverty rates in rural areas 
(Frenzen, 1995): 

Rural Medicaid beneficiaries: 
Urban Medicaid beneficiaries: 

12.0% 
11.1% 

Although the Medicaid beneficiaries as a percent of the~ population is higher in rural areas, the 
percent of J2.Q.Q[ people covered by Medicaid in rural areas is actually lower in rural areas. The lower 
coverage of poor people in rural areas reflects the more restrictive eligibility standards in predominantly 
rural states. 

Medicaid coverage has been growing faster in rural areas than in urban areas. (see attached chart) 

Hospitals: 
• In rural hospitals, Medicaid beneficiaries are a much higher proportion of discharges. (Office of Rural 

Health Policy, 1995) 

Rural hospital Medicaid discharges as percent of total: 15% 
Urban hospital Medicaid discharges as percent of total: 12% 

Physicians: 
Rural physicians rely more on Medicaid than do urban physicians: 

October IO; 8:00am 

Average percent of practice revenue from Medicaid forprimary care physicians (1994) {Report of 
the Council on Medicaid Services, 1995): 
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Non-metropolitan practices: 
Large metropolitan area practices: 
All metropolitan practices: 

Additional data available: 

16% 
9% 
10.5% 

Number I percent of hospital discharges by state by rural I urban 
Number I percent of rural hospitals by state 

• Number I percent or rural community health centers by state 
Number I percent of rural Medicare HMO enrollees by state 
Physician payment rates by state (not sure if we have rural urban) 

October 10; 8:00am 
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TO: 

FAX: 

DEPARTMENT OF HEALTH AND HUMAN SER~1CES 
HEALTH RESOURCES AND SERVICES ADMINISTRATION 

FEDERAL OFFICE OF RURAL HEALTH POUCY 

NO. OF P AGF.S 3 
(including this pa:e) 

FROM; 
OFFICE OF RURAL HEALTH POLICY 
5600 FISHERS LANE, ROOM 9-05 
ROCKVILLE, MD 20857 

PHONE: (301)443-0835 
FAX: (301)443-2803* 

MESSAGE: }~~ ~ .~ ~(k,~ f'~v..n \ ~i!~~~e.J 
'"" ~ '6c,ce \A-Q.U ~~~~ . f\JO" ~e:wlGl(L..,; ~ 
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Telephone 301/443--0835 if retransmission is necessary 
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Talking Points for the President April 18, 1995 

Accomplishments in Rural Health 

The Administration has empowered America· s rural communities to reconfigurn and rebuild 
their health care services in the last several years. We have developed a cooperative 
partn~hip with states, leveraged many new initiatives with federal dollars, and helped create 
the setting for networking and technical assistance across communities. 

o In the Health Security Act, I proposed that all Americans, including all who live in 
rural areas, have access to health insurance that could never be taken avtay. In Title 
II of that Act, a number of initiatives would build medical care capabili1y in rural 
areas, including taX incentives for physicians who move to rural aieas that are now 
very much underserve.d. I remain committed to health reform that will work in rural 
areas. 

o I also proposed to reform graduate medical education to produce more c1f the primary 
care physicians who are the backbone of rural medicine. Under my prciposal, 55% of 
all residency positions would have gone to those training for careers in :family 
medicine, general internal medicine, general pediatrics, and obstetrics/gynecology. 

o During the past two years, Medicare reimbursement to rural hospitals his been 
increased to eliminate the urban/rural distinction that was once as high as 25 % . Now 
the Medicare "standardized amount" payments to rural hospitals are equal to those of 
urban hospitals. 

o We have also fostered the development of more rural health care clinics. Medicare­
certified rural health clinics have prolif erate.d during the past two years, increasing 
from fewer than 800 to more than 2,000. More than a third of the 2000 clinics are 
hospital based. These clinics use nurse practitioners, physician assistants and nurse 
midwives in support of physicians. As a result, Medicare provides cost-based 
reimbursement to help suppon the clinics. The increase in the number of clinics is a 
direct result of their promotion by the Department of Health and Human Services. 

o Federal funding for programs that most help rural areas, such as comm1Jnity health 
centers, migrant health centers, and the National Health Service Corps, have been 
gre.atly increased during the past two years. These programs provide primary medical 
care to nearly 3 million rural Americans in some of the poorest communities in this 
country. 

o With Federal encouragement and some matching funds, we have seen tl1e number of 
rural health offices at the state level increase from 26 in 1992 to all fifty states today. 
These state offices are vecy active partners with their rural communitie~:. their state, 
and with the federal government in designing new strategies to solve rural health 
problems. 

~002 
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RURAL HOSPITAL CONFERENCE CALL WITH THE PRESIDENT ON THURSDAY, 
OCTOBER 12 FROM 11:30 AM TO 12:30 PM. Eastern Standard Time: 

Participants 

1). Peter Hofstetter, President 
Northwest Medical Center 
St. Albans, VT 
802/524-5911 or 524-1041 
Fax:802/524-1238 
Press contact: Jonathon Billings 
802/524-1044 
(media market: Plattsburgh,NY/Burlington,VT) 

2). John Kelly, President 
Soldiers and Sailors Memorial Hospital 
Penn Yan, NY 
315/536-4431 ext. 276 or 178 (H:315/536-7930) 
Fax:315/536-0414 
Press Contact: Harold Gray 
315/536-4431, ext. 326 
(media market: Rochester, NY) 

3). Don Sipes, President/CEO 
St. Lukes Northland Medical Center 
Smithland, MO 
816/532-7765 (Vickey Norton} 
Fax:816/532-7136 
Press contact: John Miller 
816/532-7171 (pager 292-1567) 
(Kansas City,MO media market} 

4). Neal Whipkey, CEO 
Glade Hospital 
Bell Glade, FL 
407/996-6081 or 7506 
Press Contact: Curt Thompson 
407/996-6571, Ext. 445 
(Miami media market) 

5). Margo Arnold, CEO 
West Side District Hospital 
Taft, CA 
805/763-4211, ext. 227 
Fax: 805/763-5641 
Press Contact; Christine Beyer 
805/763-4211, ext. 226 
(Bakersfield media market) 



6) . Todd Linden, President 
Grinnell Regional Medical Center 
Grinnell, IA 
515/236-2300 
Fax: 515/236-4048 
Press contact: Chris Nolte 
515/236-8637 
(Des Moines and Cedar Rapids media markets) 



Pratle of Rural Cammunhy HOlpitale 

Beeb Qt up & staffed 

FTE employees 

Total Expense (mltllons) 

Totll Discharges 

Medicare Discharges 
(u a percent of total> 

Medic1id Di1charge1 l•• a Dorcent of total) 

Mun 
93 

286 

$14.7 

2133 

15.8% 

_,_.,,_ -·~---

Fl9ufN are be6ed an dat11 from Z,526 u.s. l'IJl81 community 
hoaplt11~ an AHA 's 1 SS3 Annuill SUrvey of Hospitals 
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SENATE FINANCE COl\'IMITI'EE MEDICARE PROPOSAL 
PROJECTION OF LOST MEDICARE REVENUE 

FOR TYPICAL HOSPITALS 

Reftects seven-year cumulative losses (1996-2002) per hospital 

ESTIMATED 
MEDICARE REVENl.JE LOSS 

HOSPITAL TYPE PER HOSPITAL 
(7-YR CUMULATIVE LOSS 

1996·2002) 

Typical Hospital $17 million 

Typical Urban Hospital $25 million 

Typical Rural Hospital $5 million 

Typical SO-Bed Hospital $3 million 

Typical 150-Bed Hospital $12 million 

Typical 250-Bed Hospital $26 miJlion 

Typical 450 Bed Hospital $60 million 

Typical Teaching Hospital $45 million 

Source: American Hospital Association 10/6/95 



SOLDIERS & SAILORS HOSP FAX NO. 1+315+536+0414 P. 01 

SOI.DIERS & SAJWRS 
· M EMORlAL HOSPITAL 
THE IIOM~.:STEAD 
IJUNIJEE MEDICAi .. CF.NTER 
.f Iii Nurtlt l\tm11 Streel 
1'1•1111 \'rtll. Nt•tt· ~brk M527 · IOR!'i 
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SOLDIERS & SAILORS MEMORIAL ltOSPITAL 

FAX TRANSMlTTAL SHE.Et 

to: (nee+ MflA-
rRoM: ;s.~mQ}~chJ 

DATE : / C ) f: } '1 $"' 
I L 

19/ll 
Number of Pages (including title sheet): ..Y..-:-:'..~ f ...:::;._ __ _ 
If you <lid not successfully receive any of these 

pages, contact (315) 536-4431, Extension: ----
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October, 1995 

SOLDIERS & SAILORS MEMORIAL HOSPITAL 
418 North Main Street 

Pellll Yan, New York 14527 
(315) 536-4431 

Since 1924, Soldiers & Sailors, a rural, not-for·profit. community ho~piral_. h"s serve.d 
residents and v1sitors in Yates County. Located in the central Finger Lakes region, one 
honr ~outh of Rochester, the Hospital has cmpcricnccd significant eAp4!1~iun of services, 
fac.ilities and $laff during the 1990' s. The enclosed brochure ( 1992) does not Ii st several 
projei.;ls completed since its publication. 

• 217 beds: 49 medical-surgical. 4 intensive care, 12 psychiatric, 152 long term care 
• 39 patient services 
• 3 7 medical staff members 
• 5.50 full and part-time staff (401 Full Time Equivalent positions) 
• $20.1 million FY 1995 Oper~ting Budget 

Recent Facilities 

February 1994 

Spring 1996 

$ 6 million addition to existing long term care facilities: 72 beds, 
including 30 for multi.ply impaired resident~; adult day health care 
for l 0 participants; 2 respite beds 

Completion of a $1. 5 million outpatient mental health center to 
house existing clinic and continuing treatment day programs 

Jhe F'inger Lakes RtUal Residency In Familv Medicine 

This iIUlovative program was established in 1994 to train physicians to work in 
undei si;;;ivt:d rural communities. Soldiers & l>ailors is a primary training site for inpatient 
medical services for six residents in partnership with the Rushville Health CP.nter, 
Rushville, New York. 

P. 02 
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SOLDJERS & SAILORS 
MP.MORTAL HOSPITAL 

418 North Moin Stred 
Penn Yan, New York 14527 
315·5]6-4431 

• TIIE HOMESTEAD 
... Long T ci:m C<&r~ 
5.36-4431 . ; .·.' '. .·· •.. •, '., ,' ; ' ,·.. ::. ··.:, :~. : . . : 

: .. . ' 
·.:._ .. _·.:. ·.·.· 

. ··: ·, •" .. :. '· .. , . 

• DAISY MARQIHS JONES -.· ... . 
FAMILY HEALTH CENTER : ... · . 
. .• Outpatient Primary Care 
536-7409 ' 

. ,'•, ... 

• DUNDEE FAMILY HEALTH .; '.•·.· 
CE.NTER · :~ ·. ·_.-.·.: .. · · .. · ... ·· . 
... Outpatient Primary Care ·· . 
34 Millard Street · • : ·~ . 
Dundee, New<York 14837 · . ·.· _ 
607-21-1-7881 ' •. 

· .. · .. · .. ·_.··: 
·:·.·.: 

•.OUTPATIENT.MENTAL .•. ··.·· ... · 
HEAL TH CT.TNTC ·' ~ . 

. . : ~. 

. . ·~ ·. : . 

· 165 Methi Sueec · · ··· ... . . . . . . . . 

Penn Yan, New York 14527 .. · 
. . . . . ' . . . 

536-4461 

• OlJTPATIENTMENTAL.:· .. 
· HEAi rn coN't1Nu1:Ne; .. · : : · . 

TREATMENT. PROGRAM .... 

·····• < .• ~}*~~~~~~~~~t~r;'.;~~~;, 
·... .:~· .. :· ....... - .;.::. <:/~'.;.: "<·t><·: .. ;:.:;:.;.~ 

----- ---- . . : ' : . ·. 

I -·. !' ------· ---------·-----~ <. i! ·-i. >... ' . ' .. __ 
"~ ;.- .. ~ 

• ... : · ... ~ . 11 dP ln 
' ... ,. ., 

" ..• Soldiers and Sailors is 
increasingly 1"ecognized as a 
rural hospital that is 
working tO<UJard continued 
growth, rather than simply 
hoping for it .•• we are 
reshaping the Hospital for 
the 1990s and beyond to 
add.ress a changii1g 

liealtlicare e11viron111e11t ••• " 
Joh11 Kelly 
S&S Administrat<:>r 
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An 
Introduction 
To Your 
Community 
Hospital ... · 

... , ·'· . · ... ~::. :.:. 

Since i 924, when Soldiers and Sailors openeJ, your community 
hospital has provided quality care to area residents and visirors to 
Yates County. SolcliPrs aud Sailors was n::imeJ to honor and 
memorialize individuah from our area who served in World War I, 
auJ du; Hospital has pmudly become one of our community's most 
important resources and its largest employer. 

TI1i~ publiotion is •:m introduction co our st:rvices, our staff and 

faciliries and our plans for further expansion. Our commitment co 
providing accessible, affordable quality care involvell our acceptance 
of a leadership role in idenrifying th1~ healthcare need& of our region 

and working with local and regional ::igencies, and resource 
pcr~onnel. to aJJ1c::::;.:- Lliuse:: needs. 

Qual:ty cnre requires excellence in staffing, equipment and facilities 
to support a diversity nf hospital-based st?rvices and uutre:ich. 

programs. Soldiers and Sailors has, historically, attracted an 
vul::.ldl1lling medical scaff, which is ably supported by highly qualified 
nursing, technical and support staffs. 

Because we t:erve o rural area chat ha3 a populc1Liu11 hist: of 
approximately 21,000, which is augmemed by a sizeable number of 
summer residents, Soldius and Sailors is cognizant of its role in 
providing services to those who have hcen nnrlPrscrved within the 
traditional healthcare systc;:m. The development of outpatient 
primary care.~ 3cr"Vicc~ 1 located at tl1~ Hu:;pital (Daisy Marquis Jones 
Family Health Center) and in nearby Dundee (Dundee Family 
Health Center), and the integration of inpatient and outratient 
mental health setvices into our .o;prvir~s program are c.::.xiAmples of 
meeting such needs. 

Community,based healthcare is an essential component of rhe 
quality of life available in our rural area. Soldiers and Sailors is 
:;ippr~d-.itivf' for: the .>tmng support we h:::we received throughout our 

deca<les of service to Yates County. The partnership between 
community and the Hospital has been an essct\lial ingredient in our 

expansion of services, facilities and staffing. 

Our directors, staff ond I invite you to b~corne berrc1 C1\..l{Ud.i11LeJ 
with Soldiers a11d Sailcrs, and we look forwarJ to serving you. 

John Kelly 
AJminLc;trator 
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A t [ C' m.ou atory ,.:n.11g1:ry 
Anesthesiology 
Audiology 
l.::1rd i.olo~y* 
Clinical Laborarory 
Coronary Care 
Dentistrv* 
Diagnostic Imaging 
Angiography 
CT Scanning 
Echocardiogr1phy 
Hu•XL1scopr 

lntervcntional Radiology 
Mammography 

*C.:-r\:lulting !3a~i.3 

Bed., 

PATIENT SERVICES 

Ultrasound 
X-Ray 

EKG 
Emergc:nq' Mc::Jidnt' 

Family Medicine 
General Surgery 
G ynf'rology 

Inpatient Psychiatric Unit 
lmensive Care Urnt 
lntemal 1v"fcdicine 
Long Term Carl! 
?\J eurosurgcry* 

Occupational Therapy 

FACILITIES 

Arw·p Nur$illg 

Intensive Care 
LongrTcrm Care 
Psychiatric 

Ophthalmology 
Orth<..1pcdic Surgery 

Outpatient Meneal Health 
Pathology 
Pharmacy 
Physical Therapy 
Podiatry 

Respiratory Therapr 
~<xial Work 
Speerh-Languaee P:nh()lngy 
Sports Medicine 
Uwlu~y• 

49 
4 

80 
12 

. ThP mi gin~ 1 facilities of S0ldi~rs an.d Sailors opened in J. 924. Since then, ex pan:> ion occurred in th.e 

1950.5 and 1960$. The ~v1edical Arts Building was added in 1973, and The Homestead in 1984. A $4 million 
1:uilJi11g ~·rvjecr, complered In 1991, i~volved renovation of every patient service area in the Hospit.:il, 

including construction of a new emergency mediC:i.ne departm.ent, entrnnce·lobbv and r~iH.rationr 
admission LUea. 

A new intemive care uni.t; laborntory ·phlebotomy area; an expanded phy3ical therapy department; 
inpatient p$ychiutric unit; new radiologic equipment, including a CT Scm unit, and patiutt waiting areas 
were included m the recent projccc. 

The modem facilities of Soldiers and Sailors afford <iccessihility ~nd :~1lf•qmtP urork\ng space for 
professional, technical and support staff. 

Lo•:atcd on the the nmthem edge of Pem1 Yau, <t vill<igc Llf 6,000, Soldiers and Sailors serves are<l 
residents and a large number of seasonal resident<> who have vacation homes along Keuka, Seneca. Waneta 
and Lamc,ka lakes. 

A $6 million expansion of rhe lone-term cme facility, Thf'. Homt"$t<'~d, will b~ completed in early 1994. 

72 &dditional be<ls and an ndulr day healthcare area will b<:: included in this new venture. 
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PROFESSIONAL STAFF 
January, 1993 

NURSING PERSONNFl .: 175 

A1,:utc Mcdical·Surg.ic.aJ, Emergency Devd1twc::Ht, Operating Room, 
Nursing Adrninjstrarion, lntensiv~ Care Unit 

. PKN/ 

Rl\' 
Graduate. Nurse 
LPN 
Cr:id11;:irp Pr.-1ctir..:il 

Nucse 
Nur.>ing Assisrnnt 

OR Aide 

L('Og Term Care 

R.N. 
L.P.N. 
Nm~i.ng A~sist<tnt 

Renorattve Aide 

FuU Time l'llrt Tim.-: C'.1Sua! 
JZ Jl l 
3 1 

16 1 

1 
1 ·1 ... 
1 

.54 18 1 

Full Time Pan Time c:aw.al 
4 4 1 
8 4 l 
l~ 7.4 

l 
JO 33 3 

lnpar.ient hychiatric Unit 

full Time Pan Time Castial 
R.N. 4 4 
Graduate Nurs~ 
L.P.N. l 

) 5 

Outpatient M~ntal Health & Outpatient Primary Care 

Per 
Diem 

J.6 

17 

Per 
Viem 

3 

3 

Per 
Di.em 

Per 
Full Timit Pare Time Casual Diem 

PcditHric l<unc 
Pta•:titione:r 

R.N. 
L.P.N. 

2 

5 

1 

1 

N11mhPrnfF11ll-rimc~ Eq1ii\'::il~nr Positions: 303 

Trnnl Number of Employee~: 388 
1992 Salary Budget: $6,330,9.3) 

1992 Employee Benefits Bu<lget: $1,315,443 

Tmals 
60 

4 
18 

6 
l 

90 

Totals 
12 
13 
4~ 

1 
69 

Tow.ls 
8 

·1 
L 

10 

Tora.ls 

J 
2 
6 

MEDICAL STAFF: 28 
Senior 
Ted D- Barnetr, M.U. 
Michael J. Boquard, M.D. 
J. Mark Costenbader, M. D. 
William H. Dean. M.D. 
Timothy J. Dennen, M.D. 
Ele:mor H. DeWitt, M.D. 
Mary D. Driesch, M.D. 
Steven Lasser, M.D. 
Norman W. Lind~nmuth, M.D. 
Robe!t W. McLaughlir1, M.D . 
Karen E. Mead, M.D. 
Stephen Payne, M.D. 
J~mf'~ s~kr, M.D. 
Paul A. Shapiro, M.D. 
Charles L. StackhoU3c, M.D­
William F. Ware, M.D­
Wilham P. Wclboume, M.D. 
Laurence Wildrick, M.D. 

Associate 
Frank 0. Bonnarens, M.D. 
Jan Kohl, M.D. 
Stewart Lipson, M.D. 

Emergency Medicine 
Olusola Akindele, M.D. 
Lauren E. C05tello. M.D. 
William Ctaig-Kuhn, M.D. 
Fronc:e6 Mifs\ld, M.D. 
William Remington, M.D. 
Ravl Singh, M.D. 
John K. Sullivan, M.D. 
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During the past three years Soldiers and Sailors has: 
• Completed a $4 million construction~renovation project 
• Added a 12 .. bed psychiatric unit 
• Assumed managemenl of uutparienr mental health services 
• Opened the Daisy Marquis Jones F~mily Health Center 
• Invested $1.3 million in radiology equipment, including a new.CT Scan Unit 
• Added services and a foll~time physician at The Dundee Family Health Center 
• Increased staffing to 388, 30% growth; S&S is the largest ern.ployer in Yale;::; County 
• Expanded surgical services · 
• Begun a $6 million expansion of The Homestead, involving 72 additional long term 

t:are beds, servi.ces for 'the multiply impaired, adult day healthcare and respite beds 

LOCATION 

Penn Yan, the county ·seat of Yates County, is located in the heart of the Finger 
La1::es re~ion of cencr<(l upstate New York. Sicu~ted at the northern end of Keuka 
Lake, Penn Yan, a villa~e of 6.000. is aooroximatelv 50 miles southeasr of 
Rochester. Within an hour's drive are Elmira, Ithaca, Coming, while Syracuse is 1 
1/2 hours by car. 

A rttt'al area, Yates County ii; ch3racterized by its no.tum! resources o.nd beauty, 
agricultural and tourism industries, wineries and small town environment. Its 
serene hills and lakes afford bountiful opportunities for recreational activities. 

Extensive infonnation regarding Yates County and the Finger Lakes region is 
available fr:orn; 

The Finger Lakes Association 
309 Lake Street 
Penn Yan, New York 14527 
(3i5) 5:3&7480 

Penn Yan Area Chamber of Commerce 
104 T.n\cp, SttPfot 

Pent\ Yan; New York 14527 
· · <31.Jr .336~3111 · · 
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John 0. Kelly 

Career Highlights 

Chief Executive Officer, Soldiers & Sailors Memorial Hospital 

• Developed high quality programs in Medical Care, Emergency Services, 
Long Term Care, Inpatient Psychiatry, Outpatient Psychiatry, Primary Care 

• Completed 3 major building projects, totaling $13 m1111on 
- Complete renovation of acute care hospital: 1990 
- New 80 bed long term care facility: 1984 
- New 72 bed lono term care addition: 199-"I 

• Quadrupled revenut:1 base from $5.0 million to $:l0.0 million 

• Increased Long Term Care capacity from 24 to 152 beds and Adult Day 
HARlth Care Program 

• Developed Primary Care to provide access tor entire community in one of 
poorest counties in New York State 

• Developed first and only inpatient psychiatry unit in County 

• Completed 12 years in reimbursement experiment, including global budget 
program for inpatient acute care. This prno~m was rural equivalent to 
Rochester, New York experiment 

• Participated in several grant projects funded by National Institute of Health. 
Healt11 Care financing Administration, New York State Department of Health 

• One of only, if not only, hospitals in area not to have been in enforcement 
action by New York State Department of Health 

• Developed one of first long term care units for multiply-impaired 

• Community adivities included coordinating village inclusion in first 
coordinated watershed arrangement program In the Finger Lak.es Kegion 

• Doubled employment base for institution and community 

• Connected institution to newly formed Rural Residency in family medicine of 
the University of Rochester 

P. 09 



OCT-06-95 ~Rl 04:28 PH SOLDIERS & SAILORS HOSP FAX NO. 1+315+536+0414 

• Active in Multi institutional planning and oltler activities Of 4 county hospital 
consortium 

• All achievements occurred in one of the most difficult hospital environments 
in the United States: a federally designated rural hospital in the most 
regulated state. During the ~ctrne period 4 similarly sized or larger hospitals 
in same area closed or converted operations. 
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Hotr\e Address: 
447A East Lake Road 
Penn Yan, Ne:w l.'o:d: 14527 
\315) 536-7930 

WORK ~RTF.NCE~ 

JOHN D . KELLY 

:5u::i . .i.w:::~~ A':Jdress: 
Soldiers & Sailors Memorial Hospital 
418 North Main Street 
Per.n Yan, New York 14527 
(3l5) 536-4431 

PPESIDEN!, SOLDIERS & 3AILO~S 
OF YATES COUNTY, PENN YA..~, 
Present. 

MEMORIAL HOSPITP..L 
NEW YORK, 1994-

CHIEF ~X~CU~lV~ OFFICER, 1982-1994 

Developed and manage $20 million rural heal th 
organization which incluces acute r.nrA h('l$pital, 
long term care facility, satellite ambu~ato~y 
care fa~ility, hcspit~l-based primary care 
practice, in and out patient mental health 
sen.dcas, foundation o.nd active i:-cle in 
development of Family Medicine educational 
conoortium within a. 1.lniqu~ l1o!:!pi tal multi­
in3ti tutional environment which includes 
reirnbur:~~iu~nL demo:istrat1on wJ th Globa.l Budget, 
joint planning activities and shared service 
aevelopment. Successful in improving financial 
position of facility including break even 
performance over 11 year period despite 
constraints of New York health can=.! Anv~ ronm~nt 
and .Federal reimbursement penalties. 

l..rea activities have included: serving for 3 
years as chainnan of the adm.inistretors' 
comrni t tee of F'LAHC, a six member h:'.)Spi ta.1 
conc,ortiur.i. which developed and aJJL1.i.H.i.:s u~red the 
only rural health reimbursement demonstration in 
the Na.tiu1i aud joint planning and C1eve.lopment of 
ar1 al located CT service; membership on statewide 
HAN:i'.:::> .H.eal'tr" Services Committee; membership on 
the Board of Rochester Regional Hospital 
Association; membership on group of community 
leaders to deal with common administrA.t. ·i ~rn 
problems and broad community issues; membership 
on · Human Resources Co:rnroi t.t.t::tP. ~f Yatc:!s County 
Planning Board; membership on School Board Task 
Forc:P- to nT"lei 1 yze a.r·aa businGss peri::pccti vc on 
educational needs; membership in Keuka Lake 
Wat~rshed ~aek Force to de"tTelop inteJ:-co1mnw1.i.. Ly 
approach to watershed protection. 
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John D. Kelly 

EDUCATION; 

ASSISTANT 
HOSPITAL 
FACILITY, 
NEW YORK, 

.A.DMIN ls TRA TOR I CHENJl.~.JGO 
AND ADMINISTRATOR, SKILLED 
CHENANGO MF.MOR lAL HOS p I 'l'AL I 

1S77-1982 

.MIMORIAL 
NURSING 

NORWICil, 

Managed Professional Services Division as 
Assist.int Adm.inistra.toi:, fu.t: acute l"lospi tal, 
with active Out Patient Department. Managed 
Skilled N"u.c;;lu~ E"ac111 ty. General staff 
responsibilities for hospital ~n::luded 
cert1f1cate or Need projects, creation of a 
satellite laboratory for another hospital, 
renovation a.!d expansion of Skilled Nursing 
Faci.li ty. 

FINANCIAL MA.."lAGER, C.i:\PTAIN, UNITED STATES AIR 
:;'O'R('.F:, WRIGHT-PATTERSON l\IP. FOnCE BA.5E, OHIO, 
1972-19-/5 

Managed $82 Million Research, Development and 
Production fund.;; for acquisition of air 
transportable 4,500 man Air Force Base, 
j ncluding Modular Air t:-eo.nsportable Hospital. 

BASE BUDGET OFFICER, I.IEUTENANT, TTNTTF.D S'l'ATES 
AIR FORC!:, JOHNSTON ATOLL AIR FORCE BASE, THE 
PACIFIC, 1971-1972 

M;;i"'lalJtid $7. 8 million opera.ting and maintt=ncu1ce 
budget for Atomic Energy c~mmission. Pacific 
Nuclear Ta:Jting .Site. F~c;il.i Li.es 1ncluoed a ~ 

physician remote site hospital. 

COR..!.\lEL.l..i UNlVERSITY, GRADUATE SCHOOL OF BUSINESS 
AND PUBLIC ADMINISTRATION, SLOAN PKOGRAM IN 
EOSPITAL AND HEALTH SERVICES ADMINISTRATION, 
ITHACA, NEW YORK, .1975-1977 

Masters 
included 
Hnspital 
Analysis, 
HcspitaJ.. 
Relations 

DegreP- (M. ~-. s. -H _ H. S .A. ) . Couroe:J 
Managerial and Cost Acco~1nting, 

Itinancial Management, Planning 
Hospi.tal Operations Management, 

Corporate Flar.J:"ling, .HV.o,!-i.l. Lal Labor 
and :Personnel Administration. 
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John D. Kelly 

LICENSES: 

S'.f. ELIZABETH MEDIC:Plli CENTER, DAYTON, OHIO, 
SUMMER 197 6 

Administrati ·..re residency ~n 552 bed acute care 
hospital, affiliated with medical school throuqh 
Family Practice residency program. 

W"RTG'f.i'f S'T'ATE UNIVE:;(SIT'i, DAYTON, OHIO, ::..972-1974 

Part-time g-:-o.duute and undergraduate cou!:.st:~ .i..11 

Calculus, Demography, Population Analysis and 
Zt:onom.ic:5 6 

GROVE CITY COLLSGE, GROVE CITY, PENNSYLVANIA, 
l~:Hib-1~·10 

Arts Baccalaureate Degree in English Literature. 

N1Jrsing Home Administrator, New York Stotc. 
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•• 

October 6, 1995 · 

To: !Vlarilyn Yaeger 

From: John Kelly 

Listed below are the na.'11es and address of my children: 

Ewen McDowell Kellv 
J 

Zachary Devilliers Miner 

44 7 A East Lake Road 
Penn Yan NY 14527 
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