
Rural Hospital Crisis 

A Plan to Help Maine’s Ailing Rural Hospitals - 2019



Our Goal MHA seeks legislative support for policy
changes that would help rural hospitals.
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The Bill

LD 1350
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4

November 5, 2018



The Crisis

5



The Crisis
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Rural People

Older and poorer.

 Population - Down in Rural Maine.
Population is down in Rural Maine vs. up in Non-rural (-3.2% v. 1.7%). 

 Age - Rural Mainers are older on average.
Median Age in 9% higher in Rural Maine (47 vs. 43).  Two Rural Counties 
have median age above 50.

 Poverty - Rural Mainers are poorer on average. 
Poverty is 33% higher in rural Maine (16% vs. 12%).

 Jobs - Rural Mainers have fewer job opportunities. 
Unemployment is 44% higher in rural Maine (5% vs. 3.5%).

 Income - Rural Mainers have lower income.
Median income is 21% lower in rural Maine ($43K vs. $55K).
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Rural Health

Sicker.

 Smoking
Smoking rates are 24% higher in Rural Maine (22% vs. 18%).

 Cardiovascular Death Rate
Cardio death rates are 13% higher in Rural Maine (213 vs. 189 per 100K).

 Obesity
Obesity is 22% higher in Rural Maine (32.5% vs. 26.6%).

 Infant Mortality
Infant mortality is 9.4% higher in Rural Maine (6.9 vs. 6.3 per 100K).
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Rural Access

Fewer choices.

 Uninsured Rate
Uninsured rate is 30% higher in rural Maine (11.4% vs. 8.7%).

 Primary Care Doctor Availability
Rural Maine has 33% fewer primary care doctors (50 vs. 75 per 100K).

 Mental Health Services
Rural Maine has 73% fewer psychiatrists (3 vs. 11 per 100k).
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Rural Hospitals

Essential

 Hospitals: 22 of 36 (61%) are Rural:
All the hospitals in 9 rural counties plus 4 hospitals in 3 other counties.

 Jobs: 8,600.

 Total Economic Impact: $1.6 Billion.

 Employment Rank:
A hospital is among top 5 largest employers in 8 of 9 Rural counties.; a hospital is 
the largest employer in 3 of 9 rural counties; 

 Surgeries:  35,000 surgeries per year.

 ED Visits:  Over 240,000 Emergency visits per year.

 Newborn Deliveries:  2,500 deliveries per year.
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Rural Quality

Very Good.

MHA Rankings:  Maine Hospitals are #1.

AHRQ Ranking: Maine Hospitals are 10th

ARHQ Ranking: Maine is #1 Overall Across all Settings of Care.

Leapfrog: Maine Hospitals have the 10th highest percentage of 
“A” grades. (2018).

Leapfrog: Maine Is the Best State for Rural Hospitals.  (7 of 18 Top 
Rural Hospitals nationwide are in Maine.)
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Rural Hospital 
Crisis

Hospitals need 
help.

 Financial Losses:  
Rural Hospitals collectively lost more than $20M during previous 5 years. 

 Margins:
Rural Hospitals have an aggregate annual margin of -0.4%.

 Fewer Patients:
Surgery down 16%; ED Visits down 5%; Deliveries down 19%.

 Payer Mix:
Government Payers (Medicare and Medicaid) - 62% 
Commercial insurance is 13% lower in Rural Maine (31.5% v. 36.1%)

 Uncompensated Care:
Bad Debt is $45M annually (increased by 34% over 5 years); Free Care is 
$24M.
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Rural Hospital 
Crisis

8 Hospitals have had 
negative margins for 
at least 5 
consecutive years.
7 of them are Rural.
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Rural Hospitals 
are Hurting

On the previous slide, you see 6 years 
worth of hospital operating margins.

8 hospitals have had 5 consecutive years 
of operating losses – that’s 25% of 
hospitals in Maine.

7 of those hospitals with 5 years of 
consecutive losses are Rural.
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State 
Government

Need a different 
approach.
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MaineCare Enrollment

Declined 25% 
over 5 years

Hospital Tax and Losses
- $23M annually 
- $8.4M losses

Hospital Cuts 
Over the past 10 years:
-Critical Access Hospital (CAH) rate cut of 
8% (2010)
-Crossover Cut (2014)
-10% Outpatient Rate Cut (2014)
-ED Reimbursement Cut (2016)



State 
Government

Can’t Look The 
Other Way at 
Underpayment 
Anymore

For too long, we’ve all just accepted that Medicaid doesn’t pay its 
fair share.

We’ve just accepted that Medicaid will be the lowest payer – by far –
than any other payer.

We’ve just accepted that Medicaid underpayments can be managed 
by absorbing losses and shifting costs onto local businesses and 
families.

That has to change.

Medicaid doesn’t have to “bail out” hospitals; but Medicaid can no 
longer be one of the leading causes of losses at hospitals.
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State 
Government 
as Solution

LD 1350 makes three proposals:

 Increase Physician Reimbursement

 Re-base Rural Health Center Reimbursement

 End the Tuition Reimbursement Tax Penalty
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State 
Government 
as Solution

 Physician Reimbursement ($1M-1.5M GF)
Part A of the MHA Rural Hospital Bill increases MaineCare reimbursement for rural 
hospital-employed physicians to 100% of cost.  Currently, MaineCare reimburses 
hospital-employed physicians below cost.  Rural hospitals include 16 Critical Access 
Hospitals (CAHs) and 6 PPS hospitals who qualify for Medicare benefits provided to 
smaller, rural hospitals.

Medicaid rates are 93% of cost for ER and inpatient; 

Medicaid rates are 84% of cost for outpatient.
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State 
Government 
as Solution

 Rural Health Clinics ($1M-1.5M GF)
Part B of the Rural Hospital Bill re-bases the reimbursement for Rural Health Clinics.  
According to CMS, RHCs were created to address an inadequate supply of physicians 
serving Medicare patients in rural areas and to increase the use of non-physician 
practitioners, such as nurse practitioners (NPs) and physician assistants (PAs) in rural 
areas. RHCs are paid an all-inclusive rate (AIR) for medically-necessary primary 
health services and qualified preventive health services.

RHCs were last re-based in 2001.  On average, Medicaid reimburses RHCs at $125-150 
below Medicare.  

Sample Comparison of Medicaid v. Medicare reimbursement for RHCs in Maine:
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Medicare Medicaid Difference

Clinic 1 $245 $140 $105

Clinic 2 $365 $170 $195

Clinic 3 $250 $165 $85

Clinic 4 $320 $165 $155



State 
Government 
as Solution

 Tuition Reimbursement ($1M GF)
When a healthcare employer provides loan forgiveness to an employee, Maine’s tax 
code counts that forgiveness as taxable compensation to the healthcare employee.  
Part C of the MHA Rural Hospital Bill exempts that forgiveness amount from the 
employee’s taxable income for nurses and physicians.  This statute is modeled on the 
existing program for undergraduate loan payments in Sub-section FF.
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State 
Government 
as Solution

 Medicaid Expansion 
Implementation of Medicaid expansion will help all hospitals, including 
Rural Hospitals.  We support expansion and are grateful it is moving 
forward.

However, it is not enough.  It will not solve all of their challenges. 

Getting individuals insured helps hospitals reduce their charity care burden.

But putting more people in a Medicaid program that doesn’t fully reimburse 
for the cost of care provided to Medicaid patients creates its own challenges 
long-term.

The existing Medicaid program has become too much of a burden on 
providers and help is long overdue.
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Thank You .
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Appendix:
Rural Hospitals
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Critical Access
Mount Desert Island Hospital (Bar Harbor)
Penobscot Valley Hospital (Lincoln)
Redington-Fairview General Hospital 
(Skowhegan)
Rumford Hospital (Rumford)
LincolnHealth/St. Andrews Hospital 
(Boothbay Harbor)
Sebasticook Valley Health (Pittsfield)
Stephens Memorial Hospital (Norway)
Waldo County General Hospital (Belfast)
Blue Hill Memorial Hospital (Blue Hill)
Bridgton Hospital (Bridgton)
Calais Regional Hospital (Calais)
Charles A. Dean Memorial Hospital 
(Greenville)
Down East Community Hospital (Machias)
Houlton Regional Hospital (Houlton)
Mayo Regional Hospital (Dover-Foxcroft)
Millinocket Regional Hospital (Millinocket)

Other
The Aroostook Medical Center (Presque Isle)
Cary Medical Center (Cary)
Franklin Memorial Hospital (Farmington)
Inland Hospital (Waterville)
MaineCoast Hospital (Ellsworth)
Northern Maine Medical Center (Fort Kent)



Appendix:
Rural 
Programs

 Critical Access Hospitals
 Have no more than 25 beds; cap average length of stay at 96 hours; and  be in a rural or remote location. 

 Sole Community Hospitals (SCH) 
 At least 35 miles from other like hospitals;
 Rural, located between 25 and 35 miles from other like hospitals, and meets one of these criteria:

 No more than 25 percent of residents who become hospital inpatients or no more than 25 percent of the Medicare 
beneficiaries who become hospital inpatients in the hospital’s service area are admitted to other like hospitals located 
within a 35-mile radius of the hospital or, if larger, within its service area; or 

 The hospital has fewer than 50 beds and would meet the 25 percent criterion above if not for the fact that some 
beneficiaries or residents were forced to seek specialized care outside of the service area due to the unavailability of 
necessary specialty services at the hospital.

 Rural and between 15 and 25 miles from other like hospitals but because of local topography or periods of 
prolonged severe weather conditions, the other like hospitals are inaccessible for at least 30 days in each of 2 
out of 3 years; or

 Rural and because of distance, posted speed limits, and predictable weather conditions, the travel time 
between the hospital and the nearest like hospital is at least 45 minutes.

 Medicare-Dependent Hospitals
 In a rural area; 100 or fewer beds; not also classified as a SCH; and at least 60 percent of inpatient days or 

discharges were attributable to individuals entitled to Medicare Part A benefits.

 Low Volume Hospitals
 Fewer than 1,600 discharges; Geographically distant from another hospital

 Rural Demonstration Project Hospitals 
 In a rural area; fewer than 51 acute bed; 24-hour emergency services; and not eligible to be critical access 

hospital.
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Appendix:
Rural Counties
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Rural Counties (9)
(87% of the 385K residents
in these counties live in rural areas.)

Aroostook (4 Rural Hospitals)
Franklin (1 Rural Hospital)
Hancock (3 Rural Hospitals)
Lincoln (1 Rural Hospital)
Oxford (2 Rural Hospitals)
Piscataquis (2 R Rural Hospitals)
Somerset (2 Rural Hospitals)
Waldo (1 Rural Hospital)
Washington (2 Rural Hospitals)

18 Rural Hospitals
0 Non-Rural Hospitals

Non-Rural Counties (7)
(51% of the 945K residents in
these counties live in rural areas.)

Androscoggin (2 NRH)
Cumberland (1 Rural Hospital; 5NRH)
Kennebec (1 Rural Hospital; 1 NRH)
Knox (1 NRH)
Penobscot (2 Rural Hospital; 3 NRH)
Sagadahoc (No hospitals)
York (2 NRH)

4 Rural Hospitals
14 Non-Rural Hospitals

All of Maine is Rural, some parts are just more rural than others.


