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Objectives

• Understand recent trends, data and key risk for rural hospitals across the US
• Explore the impact of H.R. 1 (OBBB) and RHTP on rural hospitals
• Discuss the future of rural hospitals considering workforce supply and demand and 

technological advancements



My Story and Background

20+ years in anesthesia services and anesthesia management supporting 
rural/community hospitals
• Manage anesthesia services at over 100 rural/community hospitals in 6 States
• What I’ve learned “up close”:

• Rural hospitals run on thin margins and thinner staffing
• Anesthesia coverage is a gatekeeper service: if you can’t staff anesthesia, you 

can’t run ORs, L&D, endoscopy, or many trauma/emergent procedures
• What “best practices” look like when you don’t have “big city” resources 

(standardization, staffing models, call coverage design, transfer protocols, data)



Why do Rural Hospitals Matter?

• About 35% of U.S. community hospitals are rural 
• Rural hospitals account for only ~8% of discharges, reflecting smaller size and 

lower volumes (which drives financial fragility)
• About 46 million people live in rural areas (KFF definition), and most (88%) live in 

a county with a hospital



Why do Rural Hospitals Matter?

• Rural hospitals are often one of the largest employer in their communities if 
not the largest

• After a rural hospital closes, residents often travel many miles farther for 
emergency services and inpatient care

“A hospital closure isn’t a healthcare event. It’s an economic event, a workforce 
event, and a community survival event.”
When a rural Hospital fails, the town often follows! 



A Look Back: The Recent Past

Closures and conversions have been persistent for two decades
• Since January 2005, there have been 195 rural hospital closures and 

conversions (110 complete closures + 85 conversions).
• 62 closures since 2017
• Only 10 rural hospitals opened in the same period
• Hundreds remain at risk of closure
Maternity services disappearing
• Nationally, less than half (41%) of rural hospitals still offer labor & delivery 

(and in 12 states, < 1/3 do). 



Key Financial Indicators

• Over 40% of rural hospitals had negative operating margins in 2023
• Rural operating margin: 3.1% vs. urban 5.4%
• Reimbursement shortfalls continue to erode stability
• Medicaid and Medicare underpayments accelerated in 2023



Summary of Recent Financial Struggles

• Rural hospitals disproportionately rely on Medicare/Medicaid
• $130B in Medicare/Medicaid underpayments nationwide (2023)
• Medicaid cuts could jeopardize hundreds of rural facilities
• Uncompensated care burden remains high



The Present: Impact of the OBBB

• Major federal policy proposal aimed at reducing federal healthcare spending
• Includes substantial Medicaid funding cuts
• Restructures provider payments and allowable reimbursements
• Creates new compliance and reporting requirements for rural facilities
The overall cuts to Medicaid are expected to reduce funding in rural areas 
by roughly $155 billion



The Present: Impact of the RHTP

• CMS announced a $50B Rural Health Transformation Program (RHTP)
across five years (2026–2030). 

• California’s first-year award is about $233.6M. 
Many analysts note RHTP is meaningful, but it may not fully offset broader 
financing headwinds tied to Medicaid/coverage policy changes. 



OBBB Impact Summary

Uncertainty! 

“Whatever the final 
version is, rural 
systems need 
predictability.”



The Quiet Crisis for Rural Hospitals

• Hospital labor costs increased by >$42.5B from 2021–2023, reaching $839B, 
~60% of the average hospital’s expenses; hospitals spent ~$51.1B on contract 
labor in 2023. 

• This matters for rural hospitals because they often pay “city wages” (or locums 
premiums) with “rural revenue.”

• Ability to recruit and retain talent is often dependent on paying wages to lure 
specialist and CRNAs from big cities.

• Reimbursement is disproportionately reliant on Medicare and Medicaid 
compared to other hospitals in larger cities.



The Future of Rural Healthcare and Rural Hospitals

Continued financial stressors to persist in near future
• Costs: labor + supplies + purchased services remain elevated (use AHA 

“Costs of Caring” as a credible umbrella). 
Rural vulnerability:
• Chartis estimates 46% of rural hospitals have negative operating margins, 

and 432 are vulnerable to closure
California is the canary in the cool mine!



The Future: Workforce Supply and Demand 

CRNAs are a core rural access solution:
• CRNAs account for >80% of anesthesia providers in rural counties. 
• Currently, estimates are that there is a roughly a 10% anesthesia provider 

shortage in the US
• CRNA shortage has been acutely felt by hospitals since Covid with average 

compensations rising from:
• $235,000 in 2021 to
• $270,000 in 2024 (a 15% increase 3 years)



The Future: Workforce Supply and Demand 

Physician Anesthesiologist make up just under 20% of anesthesia care in rural 
hospitals.
Physician anesthesiologist average compensation is also increasing:
• $466,000 in 2021to
• $508,000 in 2024 ( a 9% increase)
Anecdotally, since 2024 we have seen more rapid compensation increases in 
physician compensation, but data is still out.



































Future Workforce of Physicians and Surgeons

More Physician and surgeon shortages
• AAMC projects a physician shortage up to 86,000 by 2036
• Surgeon shortfall projected ~10,100 to 19,900 by 2036





The Future: Technology

AI + telehealth as force multipliers, not replacements!
• AI will help bridge Specialist the gap though better imaging and specialist 

decision support.
• AI will help with burnout and increase efficiency through better 

documentation support (estimated to allow physicians to reclaim 1-2 hours of 
increased patient face to face time daily).

• Strengthen financial viability through better RCM functions.
• Ideally, AI will help to decrease reliance on ”symptom” treatment through 

earlier recognition of underlying disease processes.



Legislative Needs

• Stabilize rural hospital financing
• Protect predictable revenue streams and create targeted stabilization funding for 

the most at-risk sites.
• Tie to: outcomes, margins, closures, access miles. 

• Invest in workforce pipelines that actually land in rural
• Clinical rotations, rural training tracks, preceptor incentives, and housing 

support.
• Protect anesthesia coverage as critical infrastructure

• Treat anesthesia staffing like ED coverage: if it fails, surgery, endoscopy and OB 
fail.

• Support rural maternity care
• If <half of rural hospitals still deliver babies, you’re already in “maternity care 

desert” territory.
• Make RHTP dollars operationally usable

• Encourage programs that reduce premium contract labor reliance, build 
sustainable staffing and invest in technology for the future .



Summary

• Rural Hospitals and Rural Healthcare are critical for communities and 
the patients they serve
• Financial stressors are not completely going away
• Workforce shortages may worsen before they improve, especially for 

surgical services
• Investments are being made, capital budgets need to be investments in 

the future and not just band aids for today's problems
• California is uniquely positioned:

• scale, innovation capacity, and visibility
• but also rural fragility and geography
“California can be the canary in the coal mine, or the model other states follow.”



Thank you!
• Questions, Comments, 

Concerns?


