Medicaid Reform: A Rural Perspective
The National Rural Health Association (NRHA) is a 22,000 member nonprofit
organization which is the leading advocate for improved health care for rural America.
Formal organization policy is considered and adopted by the member-driven Rural
Health Congress and Board of Trustees.
The potential impact of Medicaid reform on rural America requires that NRHA take an
active and continuing leadership role at both the federal and state levels to advance the
interests and health of rural communities and populations. NRHA must actively engage
federal and state policymakers in the pursuit of Medicaid reform that protects rural
people and advantages rural health.
This policy paper is informed by, is a companion to, and reaffirms the existing NRHA
policy positions developed and approved in May 2007 (Exhibit A).1 Additional policy
positions are added as required by changed circumstances and new proposals for
Medicaid reform. The policy statements reflect NRHA’s core commitment that every
individual in rural America must be assured of dependable access to high quality health
care. They provide guidance to policymakers and NRHA staff on the pressing issue of
Medicaid reform’s potential impact on rural America.
Medicaid: Rural Impact, The ACA, and Related Issues
Medicaid is the nation’s single largest insurer. In fiscal year 2011, it covered an
estimated 70 million children and adults – more than one-fifth of the U.S. population.
Total state and federal program spending amounted to more than $430 billion that year,
of which nearly 60% was federal. Federal expenditures alone were projected to surpass
$3.3 trillion between 2010 and 2019.2
Medicaid reform is high on the agenda at both the Federal and State levels as
governments seek to control the impact of rapid health care inflation on program costs.
On average, states spend about 17.4% of their general revenue on Medicaid.3 The
growth of Medicaid costs is a key driver in state and federal deficits. This growth is
caused by a multitude of factors including the demographic bubble of an aging
population, the currently strained job market, and rapid growth in both unit costs and
utilization per beneficiary.
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Medicaid is an important part of health care funding for low-income Americans’ primary,
emergency and acute care, but is perhaps even more important in providing long-term
care for a large share of the elderly and disabled. In many ways, Medicaid plays a
bigger role in rural than in urban America. Nationally, Medicaid provides health
insurance to a larger share of the population in rural areas (16.1 % of rural residents vs.
13.2% of urban residents). Further, Medicaid is a critical source of income for rural
health care providers and contributes to rural economic development. 4,5,6,7 Because
rural America is older and poorer than urban America, any reforms to Medicaid
necessarily have the potential to more extensively impact rural beneficiaries, providers
and communities. (See additional information in Exhibit B)
As this paper is written, Medicaid has become an even more critical focus for rural
health policy due to the expansion of the program included in the Patient Protection and
Affordable Care Act (ACA) and the June 2012 Supreme Court decision addressing that
expansion.8
The ACA increases access to affordable health insurance by expanding eligibility for
Medicaid benefits. Prior to the ACA, federal law mandated coverage for the following
principal eligibility groups: pregnant women and children under age 6 with family
incomes at or below 133% of the federal poverty level (FPL), children ages six through
18 with family incomes at or below 100% FPL, parents and caretaker relatives who
meet the financial eligibility requirements of the former Aid to Families with Dependent
Children program, and elderly and disabled people who qualify for Supplemental
Security Income benefits based on low income and resources. Federal law prior to the
ACA excluded nondisabled, non-pregnant adults without dependent children from
Medicaid, unless states obtained waivers to cover them.
The ACA expands the Medicaid program’s mandatory coverage groups by requiring
participating states to cover nearly all people under age 65 with household incomes at
or below 133% FPL ($14,856 per year for individual and $30,657 per year for a family of
four in 2012) beginning in January 2014. There is a special deduction from income
equal to 5% of the poverty level raising the effective eligibility level to 138% of FPL.
Many states currently do not cover adults without dependent children at all and cover
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parents only at much lower income levels than the ACA's Medicaid expansion
minimum.9
According to the Congressional Budget Office, a nonpartisan agency advising
Congress, the ACA's Medicaid expansion as written would cover an estimated 17
million uninsured, low-income Americans.10
In its ACA decision, the Supreme Court held that the Medicaid expansion was
unconstitutionally coercive because states did not have adequate notice to voluntarily
consent and the Secretary of Health and Human Services could withhold all existing
Medicaid funds for state noncompliance. The court remedied the constitutional violation
by finding that Congress may not make the state’s existing Medicaid funds contingent
upon the state’s compliance with the ACA Medicaid expansion. If a state chooses not to
expand Medicaid coverage as described by the ACA, the DHHS Secretary may withhold
the funding offered for the expansion, but may not withhold a state’s existing Medicaid
funding. The court's decision leaves the Medicaid expansion provision of the ACA intact
and instead restricts the Secretary’s enforcement authority.11
The court's decision leaves in place all other provisions of the ACA related to the
Medicaid program, such as the temporary increase in primary care provider payments,
the new options to expand home and community-based services, the gradual reductions
in Disproportionate Share Hospital (DSH) payments, and the requirement that states
maintain the eligibility standards in place as of March 23, 2010, until the Secretary
certifies health insurance exchange readiness.12
While the ACA Medicaid expansion remains in place, the practical effect of the court's
decision makes the Medicaid expansion optional for the states. This result creates a
number of issues and uncertainties regarding the impact and implementation of the
Medicaid expansion in rural communities. For example, no less than 12 states have
indicated that they either will not implement or are leaning toward opting out of the
Medicaid expansion. Included in these states are heavily rural states with adult
uninsurance rates above the national average, such as Texas, Nevada, Florida, South
Carolina, Mississippi, and Louisiana.13 Additionally, a number of states are seeking, or
have indicated they will seek, approval of waivers or plan modifications to restrict
Medicaid eligibility to lower levels than established in the ACA.
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The Congressional Budget Office estimates that 6 million fewer people will be covered
by Medicaid due to states deciding not to implement the Medicaid expansion. The CBO
further estimates that only about 3 million of these will receive subsidies through the
exchanges and about 3 million will remain uninsured. 14 While the number of rural
Americans included in these figures is currently difficult to determine, the net rural
coverage expansion under the ACA (total of health insurance exchange plans and
Medicaid expansion) has been estimated at 5 million individuals.15 A significant portion
of these are likely to remain uninsured if states opt out of the Medicaid expansion. If the
financial impact on the rural health care delivery system of providing care for this
remaining number of uninsured is coupled with reductions in Disproportionate Share
Hospital payments resulting from implementation of the ACA, the negative impact on
rural providers and consumers would be substantial.
Given uncertainties of both the path of Medicaid reform in the wake of the Supreme
Court decision and the continuing federal and state budget issues related to Medicaid, it
is impossible to envision and address every potential for future concern in rural
communities – a fact demonstrated by the multitude of questions already addressed to
the Department of Health and Human Services following the Supreme Court decision.16
It is, however, possible to articulate a set of principles to guide Medicaid policy
development and program implementation that will support access, equity, and quality
for rural Medicaid beneficiaries and rural communities.
The following are a set of general policy principles and areas of further research and
focus to improve future policy-making and health care results from Medicaid, especially
in rural America.
Principles of Medicaid Reform:
Any Medicaid reform, whether implemented at the Federal or state level, must give
special consideration to rural America. This includes implementation of the reforms and
expansion included in the Affordable Care Act. Negative rural impacts should be
minimized and mitigated to assure that rural Americans receive equitable access to
Medicaid coverage and benefits.
When Medicaid reform is considered and implemented and when reform proposals are
evaluated at either the federal or state level, the following principles should be applied:
1. Medicaid reform, however designed and implemented, must not harm patient health
or population health. Proposals to reform Medicaid must be evaluated based on
14
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their likely impact on patient and population health, specifically including the health
of rural patients and populations.
2. Medicaid reform must be effectively integrated with other insurance and health
system reforms to assure that all rural residents have access to affordable health
insurance coverage and high quality health care.17
3. Medicaid reform, however designed and implemented, must assure that rural
beneficiaries are treated equitably as compared to non-rural beneficiaries in
eligibility, coverage, benefits and quality of care.
4. Medicaid reform (including reimbursement strategies) must support the development
and maintenance of a network of essential rural providers, including primary
medical, oral, and behavioral health providers, emergency care providers,
transportation providers, and long-term care providers, to assure effective and
continued local access by beneficiaries. (Refer to NRHA definition of Primary Care
and Rural Primary Care for additional information.)
5. Medicaid managed care program implementation must include network adequacy
standards18 that assure participation by essential rural providers and reimbursement
levels that both adequately reflect the costs incurred by these providers and offer the
financial incentives necessary to assure access to care in rural communities.19
6. Medicaid reform must support programs promoting better coordination and
integration of care that will improve rural patient outcomes and satisfaction, at the
same time as increasing efficiency and decreasing costs.
7. Medicaid reform implementation must take into account the fact that Medicaid is
disproportionately important to rural economies, not just for Medicaid beneficiaries
but to maintain a viable health care system that serves and contributes to the entire
rural community.
8. Medicaid funding reform initiatives, particularly those addressing the allocation of
funding responsibility between federal and state governments, must recognize the
limited ability of many states to generate state revenue to support Medicaid
programs. Funding reform initiatives must:
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a. safeguard existing federal and state-level funding mechanisms that allow
states to maintain effective coverage and access to care under Medicaid ;
and
b. encourage development and implementation of innovative federal and statelevel funding mechanisms that can reduce the burden on state budgets
without reducing Medicaid coverage and access to care.20,21
9. Evaluation of Medicaid reform proposals, including evaluation of requests for
waivers or changes by state Medicaid programs, must include a Rural Impact Study
that identifies anticipated impacts on rural areas and contains specific proposals for
mitigation of any disproportionate negative impact on rural beneficiaries, health care
providers, or health care delivery systems.
10. In implementing Medicaid reform, including approving state plans and waivers, the
federal government must not abdicate its moral, legal, and financial responsibilities
to rural, Medicaid eligible populations and to support the development of sustainable
rural health systems. 22
11. Medicaid programs at the federal and state levels should participate in and use the
results of targeted research that further documents and defines rural-specific
potential impacts of reform proposals and identifies models of care delivery and
provider payment that will promote sustainable rural health care delivery systems
and improved outcomes for rural beneficiaries.
NRHA advocates evidence-based, thoughtful Medicaid reform that protects what’s good
about rural health care; assures equitable treatment of rural beneficiaries, providers,
and communities; and saves money by focusing reform on promoting increasing
coordination of care and sustaining rural health care delivery systems.
Statement of NRHA Policy
1. NRHA reaffirms the policy positions adopted in the May 2007 Issue Paper, Medicaid
Reform: A Rural Perspective, and adopts the Principles of Medicaid Reform to guide
its evaluation of reform proposals and its responses to such proposals.
2. State Rural Health Associations, and other stakeholders and advocates for Medicaid
reform, are urged to adopt and use the Principles of Medicaid Reform in evaluating
20
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and responding to federal and state-level Medicaid reform proposals.
3. Medicaid stakeholder and advocacy organizations are encouraged to include and
address rural concerns in their considerations of and activities related to Medicaid
reform at federal and state levels.
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Exhibit A – Medicaid Policy Paper – 2007 Recommendations
Improving Dialogue and Fostering Collaboration
•
The challenges to rural health cannot be adequately addressed without more
focused discussions of the impact of Medicaid. These discussions should be pursued,
with the support of other organizations sharing NRHA interests, in the context of how
Medicaid should be an influential partner (not just a payer) in advancing rural health.
They should address how state and federal Medicaid programs can use their leverage
as major payers to help build rural systems of care that will better meet the needs of the
nation’s rural population. “Partnership” discussions need to become more positive and
to transcend many historic experiences.
•
Any changes in federal or state Medicaid policies should require a rural impact
assessment. Requests by states for waivers of “state-wideness” should identify
anticipated impacts on rural areas. Waivers should not be granted if anticipated state
changes negatively and disproportionately affect rural populations.
Equity and Access
•
There should be equity of Medicaid benefits across medical, oral health, and
behavioral health benefits. Particular attention needs to be given to the disparities in
health that affect rural populations and often Medicaid beneficiaries most specifically.
•
Federal policies should continue to support advances in telemedicine as a tool to
expand access and ensure adequate reimbursement for telemedicine services.
•
In order to promote improvements in rural transportation for Medicaid
beneficiaries, CMS should assess whether states are adequately addressing the
requirements of the Medicaid program to provide non-emergency medical transportation
benefits.
Eligibility and Enrollment
•
Since rural recipients are more likely to rely on Medicaid as their source of
insurance coverage, any changes in eligibility or in the application and recertification
procedures which lead to reduced numbers of eligibles can have a disproportionate
adverse impact in rural communities. Conversely, changes to expand eligibility or
simplify the application process could positively affect rural communities. The federal
and state governments should analyze the impact of eligibility changes on rural
communities prior to implementation.
•
Given the size and poverty level of the rural elderly and disabled populations,
coordination of benefits and enrollment into available programs for dual-eligible
beneficiaries should be given greater priority.
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•
Rural Medicaid recipients must be treated equitably by managed care and
consumer-choice programs.
Adequate Reimbursement for Providers
•
Provider payments in rural areas must be adequate to assure Medicaid
beneficiaries of financial access to services as well as to support recruitment and
retention of providers.
•
Protections should be implemented for rural providers, requiring state Medicaid
plans to set payment rates that would reimburse the allowable cost appropriate to
“economically and efficiently operated” rural providers, as defined by the states subject
to approval by the Centers for Medicare and Medicaid Services. This approach should
require that providers receiving such cost-based reimbursement receive no less when
participating in managed Medicaid programs.
•
This approach should also recognize that Medicaid programs should in some
cases reimburse at a higher rate for services in rural areas than in non-rural settings to
support the recruitment, operation, and retention of providers.
Improving the Utilization of Resources and Integration of Services
•
Medicaid reimbursement should support chronic disease management and case
management programs for Medicaid beneficiaries that improve quality and continuity of
care while achieving cost savings. Issues that may be unique to rural populations need
more focused assessment. Case management can be particularly beneficial to rural
beneficiaries who may need additional assistance identifying providers and in obtaining
medically necessary transportation.
•
Adequate Medicaid access provided at sustainable state and federal costs will
require reductions in waste, redundancies, and inadequate community level
collaboration.
•
To ensure improvements in rural systems of care for children, coordination
should be improved between Medicaid and the State Children’s Health Insurance
Program (SCHIP).
•
Expanded multi-organizational collaboration should be encouraged, if not
required, to advance the development of sustainable, integrated community health
strategies for Medicaid populations.
•
Additional support is needed for public health and other initiatives that will foster
the expansion of preventive services to rural Medicaid populations. Reimbursement
structures need to adequately compensate providers for these services and
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collaboration between public health entities and providers needs to be fostered.
Workforce Development
•
Support should continue for J-1, Conrad 30, and National Health Service Corps
providers serving rural communities. These physicians should be required to treat
Medicaid patients.
•
Given the profound challenges of recruiting to rural communities, the definition of
eligible providers should be expanded to cover all types of primary care, mental health,
and oral health providers (not just physicians) and to include general surgery (an
increasing critical shortage category).
•
Given the need for more rural providers to ensure adequate Medicaid access,
training programs for physicians, dentists, advanced practice nurses, registered dental
hygienists, and pharmacists should be expanded. There should be particular attention
to advocating for additional federal funding for educational programs that commit to
expanding rural training in settings that provide care to Medicaid recipients and the
uninsured, and that demonstrate success in achieving additional rural placements in
proportion to funding.
•
Support should be enhanced for Area Health Education Center (AHEC)
programs specific to addressing the needs of rural populations, with focused attention
on the needs of providers in caring for Medicaid beneficiaries.
Long-Term Strategies
•
As a long-term strategy, NRHA could advocate for CMS to expand the Medicare
benefit package to include long-term care and freeing the states to concentrate on the
medical, dental, and behavioral health needs of Medicaid recipients.
A Suggested Research Agenda
•
The importance of Medicaid to rural communities’ economies and to sustaining
rural development needs to be better understood, as do the relationships between rural
spending, direct and indirect impacts on rural communities, states budgets, and federal
matching payments. More specific research should be encouraged.
•
Further research is required related to models of care most suitable for delivering
more cost effective integrated packages of services to Medicaid beneficiaries, e.g.,
through CAHs, FQHCs, and school-based health programs in rural areas.
•
Additional study is needed to clarify barriers to rural Medicaid enrollment,
including the implications for new citizenship documentation requirements.
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•
Federal and state provisions related to the transfer of assets should be carefully
monitored to see if there is a differential impact on rural areas (e.g., on farm families).
•
Expanded research should be supported for chronic disease management and
case management for Medicaid beneficiaries.
•
There should be an assessment of the appropriateness of Medicaid
reimbursement at a higher rate for services in rural areas than in non-rural settings in
order to support the recruitment, operation, and retention of providers.
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Exhibit B - Defining Rural Characteristics and Unique Considerations for Rural

Medicaid
Developed by Elizabeth Zimmerman, BSN, MPH, RN
Rural residents tend to be sicker, poorer, older, are more likely to report “fair” to “poor”
health statuses and are less insured than the non-rural population.i The limited number
of rural doctors exacerbates such health disparities: more than 19 percent of
Americans live in rural communities, where only 11.4 percent of physicians practice in
rural areas.ii The rural population has disproportionate health needs, which are
exacerbated by comorbidities associated with considerable access barriers in rural
communities, e.g., oral health care, behavioral health and substance abuse services.
When combined with a higher percentage of Medicaid eligibles in rural communities,
these circumstances make the Medicaid program critically important to rural residents.
Important characteristics of rural populations that highlight the disproportionate reliance
on Medicaid include the following:iii
Medicaid rural enrollment








For all Americans, the second largest provider of health care coverage are public
programs like SCHIP, Medicare and Medicaid, with rural population’s rate for
participation in publicly funded programs is 4 percent higher than the urban
population.iv
More than 16 percent of rural individuals report enrollment in Medicaid compared
to 13.2 percent of urban residents.v
Among rural residents less than 65 years of age, close to 16 percent of this
population rely on public insurance compared to 11 percent of their urban
counterparts.vi
Approximately 35 percent of rural children have Medicaid coverage compared to
27.6 percent of urban children.vii
As population and geographical density decreases within rural areas, rural
families are more likely to be covered by public sources of insurance (e.g.,
Medicaid, SCHIP) than urban families.viii

Rural elderly




In 2010, more than 15 percent of the rural population was 65 years old and older,
in comparison to the 12.4 percent national rate.ix This comprises 7.5 million rural
elderly with a growing subpopulation at a more dramatic rate than with the urban
elder population.x
Among the elderly residents in rural areas, 23 percent receive Medicaid benefits
compared to 20 percent of the urban elderly.xi
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Twenty percent of the American elder population has at least two chronic
diseases, with a disproportionate number of the elderly being in rural areas.xii

Rural poverty


The poverty rate for nonmetropolitan areas rose from 13.4 percent in 2000 to
16.9 percent in 2009, the highest since 1992.xiii

Without Medicaid, there would be a larger percentage of the rural population without
any health insurance coverage.
Some additional points to consider with health insurance coverage within rural
communities are included in the following:
Rural uninsurance






A person’s health insurance status is a strong determinant of an individual’s
utilization of health care services: an uninsured person is two times less likely to
seek health care treatment than an insured person.xiv
As proximity to urban areas and population density decreases, the rate of
uninsured rural population increases.xv
The nonmetropolitan population is more likely to be uninsured than the
metropolitan population (20 percent to 17 percent, respectively). xvi
Frontier communities have an even higher average (23 percent) rate of
uninsurance.xvii

Employer-sponsored insurance








Approximately 61 percent of the rural non-elder population have employersponsored insurance, lower than for the urban non-elder population (72
percent).xviii
The higher proportion of rural small businesses and lower-wage employment are
two predictors explaining why employed rural Americans receive less employersponsored insurance coverage than urban workers.xix
Rural workers pay higher costs for similar health insurance plans than urban
workers.xx
Rural families are more likely to not have a full-time employed and/or to have a
self-employed family member, increasing the likelihood of being uninsured.xxi
Rural families have lower family incomes than urban families (57 percent of
uninsured rural residents have income below 200 percent of the FPL versus 50
percent for urban residents).xxii
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In Addition:








Rural workers are 50 percent more likely to have Medicaid coverage than
workers in urban counties, but this is not enough to compensate for their lower
private coverage.
Families in rural areas more likely to have a child living in the house, which
increases Medicaid eligibility.xxiii
With increased costs of medical care and a highly unequal number of older and
disabled persons within the rural population, negative changes in public
insurance programs (e.g., Medicaid and SCHIP) may disproportionately affect
high-poverty rural areas.xxiv
Any cuts in Medicaid benefits will affect rural Medicaid beneficiaries and
exacerbate health disparities, as having health insurance and having access to
care are directly linked.xxv
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