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The debate  
Critical Access Hospitals (CAHs) are vital 
to providing care for those in rural areas 
but face unique challenges due to their 
location. They operate on small profit 
margins and little cash reserves on-hand 
which makes them very vulnerable to 
fluctuations in patient behavior and other 
cost drivers. COVID-19 and the 
government response have caused 
numerous disruptions. As the demand for 
Personal Protective Equipment (PPE) 
increased, so did the cost which further 
burdened hospital budgets. The same is 
true of staffing as a market shortage has 
created high costs to recruit new medical 
workers. 

On the other side of the ledger, these 
hospitals were hit very hard by Governor Inslee’s proclamation preventing elective surgeries. Procedures such as hip and 
knee replacements are more profitable and by prohibiting these procedures, CAHs saw a decrease in revenue. Despite 
adjustments and clarifications that ultimately allowed these types of procedures, many hospitals are still reporting fewer 
patients as they avoid the financial strain of seeing a doctor. Because of these lapses in care, hospitals are now reporting 
an increased acuity in patients. Essentially, individuals have waited to receive care, causing their symptoms to 
exacerbate and the treatments to become even more costly.  

Shortly after the beginning of the pandemic, state and federal governments provided grants to these struggling 
hospitals. The CARES Act also contained resources for these hospitals along with Centers for Medicare & Medicaid 
Services expanding its accelerated and advance payment program which created a loan option for these hospitals, albeit 
with high interest rates. Still, the Washington State Hospital Association has stated that the funds will likely only keep 
hospitals that were in danger of closing by the end of the year afloat in the short term.  
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Key facts 
• Since 2010, 128 rural hospitals have closed throughout the nation, including a record 18 hospitals last year. 
• 40 Critical Access Hospitals serve the 30 rural counties in Washington state. 
• Rural hospitals serve more than 70% of the state’s area and 15% of the population. 
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Background 
Among other criteria, for a hospital to qualify as a CAH, they must be more than a 35-mile drive from another hospital 
(or 15 in mountainous terrain) and provide 24-hour emergency services. The designation allows CAHs to use federal and 
state funding, such as cost-based reimbursement for Medicare, loan programs, and grants. However, these sources 
often do not provide enough support for these institutions to survive, and some live precariously on local levies.  

CAH’s financial struggles are not new. In 2017, the Washington Rural Health Access Preservation (WRHAP) project 
examined data from 2013 to 2015 and, in early 2017, identified 14 CAHs at risk of closure. There are many reasons for 
this but essentially, they have similar costs to urban hospitals, but less revenue. They must offer the same, if not more 
services, than their urban counterparts while serving a far smaller population. On average, these smaller, rural hospitals 
only have 25 beds per hospital, but still provide many lifesaving services for their communities. These include providing 
twenty-four hour emergency room care, increased primary care access, playing a significant role in aging and long-term 
care services, and operating therapy and rehab programs. Costly staffing, fewer patients, and increased services are 
causing many CAHs to have budgetary challenges. 

Further compounding those challenges, rural hospitals are more likely to serve a population that relies on Medicare and 
Medicaid. However, these programs, particularly Medicare, often reimburse at prices lower than the cost of the care 
provided. This leads to charging more for services paid by the private insurance market in order to offset the cost. 
According to the Health Care Authority, 70 percent of rural hospitals' payment mix is Medicaid and Medicare.  

What to expect in the 2021 session 
From the governor and other Democrats, expect to see legislative proposals that would: 

• Raise taxes: This is an area where Democrats have attempted to provide more money. While helpful in the 
short-term, an influx of cash only lasts so long before costs go up and more money is needed to cover the gap.  

• Change the payment structure: The Health Care Authority has mentioned efforts to change to capitation 
payments which are agreed-to, fixed, pre-arranged, monthly payments to the hospital. There are some concerns 
about this funding model by some rural health care providers.  

From Republicans, expect to see proposals to: 

• Keep steady or raise the Medicaid reimbursement rate. This would more adequately reimburse CAHs for the 
services they provide and the cost to provide them. It also lowers some of the cost shift to the private market, 
saving individuals money on their health care costs.  

Stakeholders  
• Washington State Hospital Association - https://www.wsha.org/  
• Washington Rural Health Association - https://www.waruralhealth.org/ 
• Washington State Nurses Association - https://www.wsna.org/  

Additional information  
• The Health Care Authority’s plan to change rural health payment 

structure:https://washingtonstatewire.com/hca-outlines-plans-to-reform-washingtons-rural-health-care-
payment-model/ 

• Washington State Office of Rural Health and Primary Care: 
https://www.doh.wa.gov/ForPublicHealthandHealthcareProviders/RuralHealth 

• Washington State Hospital’s resources for hospitals: https://www.wsha.org/for-
patients/coronavirus/coronavirus-resources-for-hospitals/ 
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