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Improving Healthcare Value in Rural America

I

n the national discussion about addressing high
healthcare costs and improving quality, rural areas
have been largely left behind. Although many people
associate rural areas with the South, Midwest and West
regions of the country, rural populations can be found in
nearly every state. Nationally, approximately 60 million
people live in rural areas, making rural healthcare value
an important consideration for state and federal policy
makers.1
Compared to more populated areas, less is known
about the quality and cost of care provided in rural
settings. Lack of data is due, in part, to the limited
participation of rural providers in quality reporting
initiatives.2 Limited resources, low case volumes, a high
proportion of vulnerable patients and lack of rural-
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value may have to be customized to reflect the
unique challenges faced by rural populations
and providers. This brief provides an overview of
those challenges, identifies initiatives with limited
utility in rural settings, and highlights promising
strategies to improve healthcare value in rural
America.

appropriate quality metrics are all factors that make it
difficult for rural providers to participate.3 Furthermore,
efforts to improve rural healthcare value suffer from a
dearth of information related to cost. A number of studies
compare Medicare expenditures and out-of-pocket costs
for rural versus urban populations, but little information is
publicly available on the unit prices of services provided to
non-elderly adults.
Despite these data gaps, we know enough about rural
healthcare delivery to state that healthcare value cannot
be achieved with a one-size-fits-all approach. Given the
distinctive challenges that rural populations and providers
face, strategies to achieve healthcare value must be
customized for rural areas. This research brief explains
why rural areas are unique, identifies approaches that
may have limited utility in rural settings and highlights
promising models that improve rural healthcare value.

What Makes Rural Areas Unique?
Rural populations differ from urban populations in many
ways. On average, people living in rural areas are older,
poorer and sicker than the general population. They are
more likely to smoke and be obese, and live in isolated
areas, making it difficult to access needed services like
preventative, primary, specialty and emergency care.4
Because of the relative absence of large employers, people
living in small towns are less likely to have employersponsored health insurance.5 Rural residents—particularly
those living in states that did not expand Medicaid—are
more likely to be uninsured. Not surprisingly, they are
also more likely to delay or forgo medical care due to
cost.6 Ultimately, the combination of these factors results
in poorer health status and shorter life expectancy among
rural populations compared to their urban counterparts.7
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In addition to having different patient populations,
rural areas differ from urban areas in the challenges faced
by healthcare providers. Not only do rural providers
treat a greater proportion of high-need patients, but
they generally have fewer resources available to meet
those needs. Dwindling patient volumes, reimbursement
cuts and bad debt resulting from a high proportion of
low-income, under- or uninsured patients are some of
the many factors that financially strain rural providers,
creating challenges to delivering high-quality care.8 For
these and other reasons, rural areas generally struggle to
attract and retain physicians, causing the majority of rural
markets to have few practicing providers. The trend of
rural hospital and pharmacy closures may also limit access
to healthcare services, further contributing to poorer rural
health outcomes.

by providers to consumers by raising premiums. Limited
insurance options force rural consumers to pay the higher
premiums or remain uninsured. Urban areas are less
affected by this problem, as the larger number of providers
reduces bargaining power.11
Reference Pricing

Referencing pricing aims to reduce healthcare costs
by setting a standard price that an insurer or employer
is willing to pay for a drug, procedure or service and
requiring beneficiaries to pay charges incurred in excess
of that amount. In theory, reference pricing motivates
consumers to “vote with their feet” in order to avoid
paying more than the reference price.12 Case studies of this
strategy have found that providers who originally charged
more than the reference price lowered their prices, with
the bulk of the savings going to the payer.
What Healthcare Value Strategies are
Reference pricing is unlikely to reduce costs in rural
Ineffective in Rural Settings?
areas for several reasons. First, provider shortages make
it difficult for insurers to build adequate networks of
There is widespread acceptance that improving healthcare
providers that charge prices within the reference price for
value is likely to require interventions on the part of payers
a particular service.13 Additionally, providers’ bargaining
and policymakers (as well as voluntary initiatives) to:
identify services with excessive prices; identify and eliminate power makes it difficult for payers to secure the payment
concessions that are often necessary to realize significant
waste and low-value care; ensure the proper provision of
cost savings.14
high-value care and invest appropriately in the upstream,
social determinants of health. Due to the distinct differences
Consumer Price Shopping
between rural and non-rural areas, some commonly used
interventions to improve healthcare value may be largely
Consumer price shopping has been proposed as a way to
ineffective in rural settings. Examples of strategies with
decrease rising healthcare costs. The idea is to increase
limited potential in rural America might include reducing
cost-sharing so that consumers have “skin in the game,”
costs through provider and payer competition, reference
incentivizing them to shop for healthcare services the way
pricing and consumer price shopping.
they do for other goods and services.
Provider and Payer Competition

As noted above, rural areas often suffer from healthcare
provider shortages. Lack of competition allows rural
providers to negotiate more favorable reimbursement rates
than those in urban areas, thereby creating a financial
disincentive for insurers to enter these markets.9,10 Payers’
reluctance has left many rural counties with only one
or two carriers offering plans to individuals, allowing
participating insurers to shift the high prices negotiated
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For both urban and rural patients, there are a number
of problems with this rationale.15 Most notably, it fails to
acknowledge that healthcare is not like other markets.
The majority of healthcare services are not “shoppable,”
meaning that consumers either do not have the time (in
the case of an emergency) or the information necessary
to make informed decisions. Furthermore, in situations
where patients are in a position to choose between
multiple providers, quality and loyalty may influence
decisions more than cost.16
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But the overriding consideration for rural patients is
that lack of choices reduces the value of “shopping.” As
already noted, some rural patients may only have access
to one specialist who is in-network and located within
a reasonable driving distance, eliminating the benefit of
comparison shopping.17 Moreover, rural residents without
insurance already have tremendous “skin in the game”
and it seems clear that this has not resulted in a delivery
system that provides healthcare at a level and price that is
accessible for many patients.

What Healthcare Value Strategies are
Best for Rural Areas?
It is important to note that the unique circumstances of
rural areas do not prevent rural providers from delivering
high-value care. To the contrary, high-performing
rural health systems that address underlying social
determinants of health and deliver care efficiently exist,
and serve as powerful models that can be replicated in
other communities (see box on page 4).18 Initiatives
that contribute to the realization of high performing
rural health systems include efforts to monitor and
address provider supply, telehealth, interdisciplinary care
coordination and—possibly—all-payer global budgets.
Workforce Management: Monitoring and
Addressing Provider Supply

One of the greatest challenges to delivering high-quality
care in rural areas is the relative scarcity of qualified
medical professionals (see Table 1). Data from the U.S.
Health Resources and Services Administration’s (HRSA)
Area Health Resource Files reveals that approximately
91 percent of rural counties are wholly or partially
designated primary medical Health Professional Shortage
Areas.19 Within these areas, more than 38 million people
lack adequate access to primary care.20 The challenges
associated with recruiting physicians to rural areas are
well documented.21 They include:
• Patient volumes that are too high or too low—In some
communities, the demand for medical care may be
greater than a single physician can provide. Doctors
practicing in these locations often report feeling
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Table 1
Rural Areas Have Fewer Healthcare Providers

Rural

Urban

Number of primary care
physicians per 100,000
people

45

75

Number of specicalist
physicians per 100,000
people

40

141

Note: The number of MDs practicing in rural and non-rural areas, excluding DOs,
nurse practitioners or MDs employed by the federal government. Primary care physicians include MDs working in general family medicine, general practice, general internal medicine and general pediatrics. Subspecialties within these areas are not included.
Source: Health Resources and Services Administration, Health Area Resources Files (2017).

overworked and at high risk of burn-out.22 Other
communities may not have enough residents to sustain
a physician’s practice, causing providers to gravitate to
more populated areas.
• Larger Medicare and Medicaid populations—Rural
communities typically have a high proportion of
Medicare and Medicaid patients. Physicians treating
these patients are generally reimbursed at a lower
rate than they are for treating commercially insured
patients, creating a financial disincentive to practice in
rural locales.
• Lower quality of life—Beyond the professional
challenges, personal considerations such as limited
employment options for spouses and lack of cultural
opportunities may make life in a small town less
desirable for physicians accustomed to metropolitan
areas.23
The federal and state governments have developed
a number of strategies to address the maldistribution
of providers across the U.S.24 At the federal level, the
National Health Service Corps, a subsidiary of HRSA,
offers scholarships and loan repayment for primary care
professionals—including physicians, dentists, nurse
practitioners and physician assistants—to practice in
underserved regions.25 The Corps also grants funding for
states to administer their own loan repayment programs.26
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Spotlight on High-Performing Rural Health Systems
North Dakota: A Cooperative Ethos
With the majority of its population residing in small, geographically dispersed communities, North Dakota
experiences many challenges common to rural areas. Surprisingly, the state consistently ranks in the top half of
states on the Commonwealth Fund’s Scorecard on State Health System Performance. This success is due, in part, to
the tradition of cooperation among the state’s healthcare providers, facilitating the sharing of scarce resources and
expertise.
Much of the healthcare in North Dakota is delivered by six integrated health systems composed of regional
clinic networks and small, rural hospitals affiliated with larger urban hospitals. Telemedicine and telepharmacy
networks support the rural health workforce and promote collaboration by allowing providers to send and receive
patient data in real time. Additionally, nearly half of the state’s 31 Critical Access Hospitals participate in formal
networks, with some hospitals sharing administrators and equipment like information technology networks. These
connections improve providers’ ability to deliver high quality care by enhancing coordination and efficiency.
Source: McCarthy, Douglas, et al., The North Dakota Experience: Achieving High-Performance Health Care through Rural Innovation and
Cooperation, The Commonwealth Fund (May 2008).

The Franklin Cardiovascular Health Program: A Community-Based Approach to Health
The Franklin Cardiovascular Health Program (FCHP) is a long-running community health improvement initiative in
Franklin County, Maine. Established in 1974, the FCHP originally sought to combat high rates of hypertension,
but has since expanded to include detection and control of hyperlipidemia, tobacco cessation and diabetes
management.
The FCHP uses a community-based clinic model, deploying nurses and trained community volunteers into
communal spaces to encourage periodic screening and health education. Nurses provide referrals for patients
with uncontrolled medical conditions and send screening results to patients’ local primary care providers. In return,
physicians refer patients to the FCHP for monitoring between office visits.
Franklin County residents participating in the program have demonstrated marked improvements in
hypertension control, elevated cholesterol control and smoking quit rates. Additionally, hospitalizations per capita
were lower than expected for the measured period. Lower hospitalization rates are estimated to have saved
approximately $5.5 million in hospital charges for Franklin County residents per year. The model’s success has
been attributed to a number of factors, including support from a broad array of community stakeholders, an
unusually long and consistent intervention period and widespread acceptance by county residents.
Source: Record, N. Burgess, et al., “Community-Wide Cardiovascular Disease Prevention Programs and Health Outcomes in a Rural County,
1970–2010,” JAMA, Vol. 313, No. 2 (Jan. 13, 2015).

Through its J-1 Visa Waiver/Conrad State 30 program,
HRSA allows non-citizen international medical graduates
to remain in the U.S. after their training in exchange for
service in a designated Health Professional Shortage Area
or Medically Underserved Area.27 Evidence suggests that
the program successfully increases providers’ willingness
to practice in rural areas in the short-term, although
retention rates decrease over time.28,29
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In addition to operating federally-supported loan
repayment programs, states’ efforts to strengthen the
rural health workforce include investing in recruitment
initiatives targeted to middle and high school students,
and establishing rural residency training programs.30
The University of Kansas School of Medicine offers
admissions preference to applicants raised in rural areas
(as these individuals are more likely to return to their
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High-performing rural health systems that
address underlying social determinants of
health and deliver care efficiently serve as
powerful models that can be replicated in other
communities.

hometowns to practice), while other schools have opened
campuses in small towns to increase the number of local
residents that apply.31,32 Partnerships with community
hospitals encourage students to remain in the area after
graduation.
Additionally, the majority of states have passed
legislation to expand non-physician providers’ “scope
of practice.” This strategy aims to address shortages of
licensed physicians by authorizing other qualified medical
professionals, like nurse practitioners and physician
assistants, to provide many of the same services.33,34 Costeffectiveness studies show that, in some circumstances,
non-physician providers can provide an equivalent level of
care at a lower cost than physicians.35,36
In 2014, Missouri passed legislation creating a new type
of non-physician provider called an “assistant physician.”
Licensed assistant physicians are medical school graduates
who did not complete a residency, but are authorized to
practice primary care alongside a physician in one of the
state’s provider shortage areas.37,38 Assistant physicians are
not to be confused with physician assistants. The latter do
not attend medical school (and therefore cannot use the
title “Dr.”), can practice medicine with varying degrees of
physician oversight in primary or specialty care and are
not restricted to practicing in underserved areas. As the
first state to pass such legislation, Missouri’s approach has
yet to be evaluated in terms of assistant physicians’ ability
to deliver high-quality care.
Other healthcare professionals who do not provide
direct medical care—like community health workers—
support the rural healthcare workforce by serving as part
of integrated care teams for complex patients with unmet
social needs (see care coordination discussion below).
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Telehealth

The use of telehealth has improved the quality of care
available to rural populations by expanding access to
specialty care.39 Telehealth can be used to facilitate
both provider-to-provider interactions and patient-toprovider interactions electronically. This capability is
particularly important in geographically isolated areas,
where few specialists practice. Two types of telehealth
showing promising results in rural settings are electronic
consultation and telemedicine. Electronic consultation
refers to two-way communications between local primary
care physicians and specialists, while telemedicine
connects patients to specialists.
Project ECHO is one example of how electronic
consultation has been used to increase rural patients’
access to specialty care. The goal of the program is to
“de-monopolize knowledge and amplify local capacity to
provide best practice care” by creating virtual communities
for providers to share expertise and acquire new skills.
Each week, local primary care providers participate in
teleconferences with specialists based out of an academic
hub. Participants present de-identified patient cases,
receive feedback and work with the specialists to establish
a plan for treatment.40 Project ECHO “clinics” share
best practices for more than 55 specialties, including
hepatitis C, HIV, substance use disorders, diabetes, autism,
palliative care and crisis intervention.41 Studies show
that the model effectively develops subspecialty expertise
over time, and that specialty care administered by local
providers is as safe and effective as that provided by a
specialist.42,43 Furthermore, the ability to regularly interact
with colleagues may increase primary care providers’
professional satisfaction, improving retention in rural
communities.
With telemedicine, patients can communicate directly
with specialists across the state to address health needs
beyond the expertise of local providers. These interactions
can include live videoconferencing, “store-and-forward”
transmission of images or information and remote patient
monitoring.44 The reported benefits of telemedicine are
wide ranging, including improved access to specialists,
increased patient satisfaction and improved health
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outcomes.45 A limited number of studies found evidence
of cost savings, although increased utilization resulting
from expanding access may increase spending on
upstream services in an effort to decrease the use of more
costly services down the road.46,47,48
Despite its merits, barriers like inadequate
reimbursement structures and lack of broadband
capability inhibit the widespread adoption of telehealth
in rural settings. Furthermore, licensure requirements
preventing providers from treating patients in states
where they are not licensed can undermine the goal of
increasing access to specialists, regardless of geographic
location. Federal and state efforts to address these barriers
include providing funding and technical assistance for
rural telehealth programs, investing in infrastructure
improvements and establishing the Interstate Medical
Licensure Compact.49,50
Care Coordination

Poor underlying health status, lifestyle factors and access
issues put rural residents at high risk of developing
multiple chronic conditions that are costly to treat and
require the expertise of multiple providers. These highcost, high-need—or complex—patients represent a
minority of the general population, but drive a significant
portion of healthcare spending. Care coordination
programs designed to treat patients holistically have
emerged as an important strategy to deliver care efficiently
and reduce unnecessary costs for complex patients. Some
models integrate medical care with dental, behavioral
and/or home health services, while others go even further
to incorporate efforts to address social determinants of
health like access to transportation, adequate housing or
healthy food. Social-medical models, in particular, have
been shown to improve health outcomes for complex
patients.51
Care coordination programs are incredibly diverse,
but analysis of successful models reveals some common
themes. The most effective programs are highly targeted,
meaning that care teams use evidence-based criteria
to determine which patients are most likely to benefit.
Often, this involves a comprehensive assessment of
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patients’ medical, functional, social and behavioral
needs.52 By being highly targeted and focusing on the
most complex cases, these programs realize significant
improvements in health outcomes and potentially even
cost savings.
Additionally, effective care coordination requires
an efficient information exchange. All participants in a
patient’s interdisciplinary care team must be able to access
up-to-date and comprehensive information in a timely
manner. This requirement not only applies to the use of
electronic record keeping systems, but also extends to
relationships between team members.
Effective programs must also use trained care
coordinators. Care coordinators serve as the glue for
the interdisciplinary care team, facilitating coordination
and communication between the patient and the
interdisciplinary care team. Like other members of the
team, care coordinators’ roles and responsibilities should
be clearly defined. They can be nurses, social workers or
patient navigators by trade, but they should also be experts
on local resources and the factors contributing to health
disparities within their communities.
Finally, successful programs consistently evaluate
performance to monitor progress. Tracking quality
measures related to patient experience, health outcomes,
process improvement, community and population health
and cost savings allows care teams to quantify positive
impact and identify areas for improvement.53
Lack of a standardized definition prevents researchers
from conducting rigorous side-by-side effectiveness
comparisons of diverse care coordination programs.
Independent evaluations show that some programs have
achieved their goal to deliver high quality care, while
others have attained mixed results. Barriers to successful
implementation in rural areas include inadequate
reimbursement for care coordination activities, shortages
of—or far distances between—healthcare providers, and
fewer public health programs.54
There are currently four types of coordination models
that are positively impacting rural health outcomes today
(see Table 2).
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Table 2
Care Coordination Models in Rural Areas

Care Coordination Model

Description

Examples

Care coordination targets high-risk
individuals and is delivered within
a primary care practice setting,
healthcare system or accountable
care organizations.

• Geisinger ProvenHealth
Navigator

Care coordination originates from a
primary care or healthcare system
framework that extends into the
community for the benefit of a local
population.

• Community health workers in
Alaska

Referral systems

Care coordination is delivered by
community or regional entities in
support of primary care practices.

• Medicaid care coordination
initiatives in Colorado,
Montana, New Mexico,
North Carolina and Alabama

Population health

Care coordination is part of a
• Vermont Blueprint for Health
broader strategy for community
• Buncombe County, NC
health improvement provided through
• Taos Pueblo, NM
collaborative coalitions of community
stakeholders and/or public-private
partnerships.

Disease/chronic condition
management

Preventive services/wellness care

• Safety Net Medical Home
Initiative demonstration
participants

• Sustainable Williamson

Source: Alfero, Charles, et al., Care Coordination in Rural Communities: Supporting the High Performance Rural Health System, Rural Policy Research Institute, Iowa City, I.A.
(June 2015).

All-Payer Global Budgets

Ensuring the provision of high-quality care is only half
of the healthcare value equation. Excess spending that
cannot be linked to better health outcomes is equally
indicative of low-value care. High prices are particularly
burdensome in low-income rural communities, where a
larger percentage of the population may be uninsured.
In recent years, states have experimented with
alternative payment models to combat rising costs.
Maryland’s all-payer model uses global budgets to
control per capita hospital expenditures by requiring
that all payers (Medicare, Medicaid and private insurers)
pay hospitals a prospectively-set, fixed amount for the
RESEARCH BRIEF NO. 19 | October 2017

total number of inpatient, outpatient and emergency
services provided annually. Hospitals are responsible for
expenditures in excess of the amount set by the state’s
Health Services Cost Review Commission, thus creating
an incentive to reduce unnecessary utilization.
Maryland’s rural hospitals were early adopters of these
global budgets, with all ten using the reimbursement
model by 2010.55 Hospital leaders reported that
prospective payments alleviated the pressure to fill
hospital beds and allowed rural hospitals to invest in
prevention and community services as a way to reduce
future spending.56 Global budgets were expanded to all
acute care hospitals in Maryland in 2014. Evaluations
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show that savings in per capita hospital revenue
growth exceeded expectations. Quality indicators—
such as preventable hospital-acquired conditions and
readmissions among Medicare beneficiaries—also
improved.57,58
Maryland’s early success with global budgets has
generated interest in other states. In January 2017,
Pennsylvania—in partnership with the federal Center
for Medicare & Medicaid Innovation—initiated the
Pennsylvania Rural Health Model, which seeks to avoid
rural hospital closures by using global budgets to stabilize
revenue streams. Additionally, administrators hope the
payment structure will give struggling hospitals the
flexibility to better address the unique healthcare needs
of local populations.59 Consistent with the CMS goal
to transition from a volume- to value-based system,
participating hospitals must formulate strategies to
“improve quality, increase access to preventative care and
create savings to the Medicare program.” The project will
run for seven years, concluding on Dec. 31, 2023.60

Conclusion
Like many areas of the country, rural communities suffer
from inconsistent healthcare value. However, the distinct
differences between rural and non-rural environments
make it impossible to improve poor value with a one-sizefits-all approach. For example, interventions that might
successfully address high prices in urban settings may not
work in rural markets—particularly those that attempt
to exploit provider and insurer competition, or price
variation among providers.
But with these challenges lies great opportunity.
Promising models that seek to address access issues and
underlying social needs—in addition to medical needs—
have been shown to improve rural health outcomes and
may also save money over time. Still, barriers exist that
make it difficult for rural providers to invest in quality
improvement and cost reduction initiatives. Overcoming
them may require more, or at least wiser, spending in
order to realize better health outcomes and decreased
expenditures down the road.
Increasing the availability of meaningful data will also
strengthen efforts to achieve healthcare value by helping
RESEARCH BRIEF NO. 19 | October 2017

Having the necessary tools to identify where
we are, where we want to go and how we
are going to get there is vital to our mission to
improve outcomes, decrease costs and reduce
disparities among rural populations.
researchers develop a more thorough understanding
of cost and quality in rural areas compared to other
geographic settings. This will enable stakeholders to better
assess the current state of rural healthcare value to serve as
a baseline from which to measure progress. Additionally,
case studies highlighting existing high performing rural
health systems (similar to the examples above) would
provide valuable insights into overcoming challenges
unique to rural communities. Having the necessary tools
to identify where we are, where we want to go and how
we are going to get there is vital to our mission to improve
outcomes, decrease costs and reduce disparities among
rural populations.
Ultimately, the realization of high performing rural
health systems will likely require a shift from traditional
hospital-based care to an emphasis on primary and
preventive care, supported by emergency and community
services.61 Some major hospital systems have anticipated
this transition, tailoring services to meet the specific needs
of local populations.62 Aligning resources according to
demand is challenging for a health system with a single
governing agent, but even more difficult to execute in
communities with multiple independent providers.
Changing financing and payment systems are one way
to incentivize shared decision-making in pursuit of a
meaningful realignment of services.
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