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. Introduction

Rural hospitals provide vital health care services
to their communities, but many have been forced
to close in recent years because of increasing
financial challenges. To help keep essential facil-
ities open, Congress created a new type of licen-
sure in December 2020 that provides supportive
funding to maintain small rural hospital opera-
tions under certain conditions.’

The Rural Emergency Hospital (REH) designation
became effective at the start of 2023 for states
that have passed legislation to regulate the new
federally established health care provider type.?
Nebraska is 1 of just 15 states with laws in place
to enact the program, although no Nebraska hos-
pital has yet committed to pursuing the licen-
sure.?

This brief examines the status of rural hospital
services in Nebraska, details of the REH desig-
nation, concerns regarding its implementation,
and the potential impact of REH facilities on
health care in rural Nebraska.
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II. Hospital service needs in rural Nebraska

The 671,616 people who live in rural Neb-
raska—35% of the total population—rely on just
214 rural health care facilities.* Most of those are
designated Rural Health Clinics, which provide
needed medical services through the employment
of primary care providers (physicians, nurse
practitioners, etc.) and support staff. While Rural
Health Clinics work to provide outpatient pri-
mary care and basic laboratory services, those
needs do not encompass all the health care
requirements of rural residents, particularly in
emergency situations.®

Rural Health Clinics in Nebraska are supple-
mented by rural hospitals, which provide a greater
range of care, including inpatient services—
any type of patient care that requires a stay of
one or more nights (childbirth, surgery, rehabil-
itation, serious illness, etc.)—and 24/7 emer-
gency services. Rural hospitals are categorized
according to the type of Medicare reimbursement
they receive. Nebraska has 71 rural hospitals
operating under two designations: 8 Prospec-
tive Payment System hospitals receive Medicare
payments on the basis of a fixed, predetermined
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(RHIhub), Oct. 17, 2022, ruralhealthinfo.org/states/
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amount; and 63 Critical Access Hospitals (CAHs)
receive flexible, cost-based reimbursement.

The CAH designation was created by Congress
in 1997 as a way to address the closure of more
than 400 rural hospitals across the country
during the 1980s and early 1990s. By providing
CAHs with cost-based Medicare reimbursement,
capital improvement funding, and the ability to
be flexible in their staffing and services along with
special access to educational resources, techni-
cal assistance, and/or grants, this facility desig-
nation aims to improve the financial resilience of
rural hospitals and increase rural communities’
access to health care through federal support.®
Of the 71 rural hospitals serving Nebraska, 89%
are CAHs, making this provider type an essential
resource in the health care system that supports
rural life in this state.

Still, closure rates for rural hospitals across the
country have continued to gradually rise over
the past two decades.” In Nebraska, two CAHs—
Tilden Community Hospital and MercyOne Oak-
land Medical Center—have closed in the past nine
years.® While special financial assistance during
the pandemic offered some relief to strained hos-
pital budgets, the imminent end of that funding
means closures are expected to increase once
more. The most recent data suggest that at least
two additional rural hospitals in Nebraska are at
immediate risk of closing due to their high rate
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vices Research, University of North Carolina, 2023,
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of financial losses on patient services.’ In the
face of record high labor, supply chain, and drug
costs, and with private insurance companies
reimbursing hospitals at a lower rate than the
cost of care, staying open often becomes finan-
cially unsustainable for small rural facilities.!°

[1l. Details of the Rural Emergency Hospital
designation

In late 2020, the federal government created
the REH designation as an alternative to rural
hospital closure. Instead of permanently ending
services, CAHs and other small rural hospitals
have the option to convert to REHs and receive
extra resources. The new designation comes with
some restrictions, but REH facilities become eli-
gible for additional federal funding to help keep
their doors open.

For a rural hospital to be eligible for REH desig-
nation, it must have been open on Dec. 27, 2020;
maintain no more than 50 beds; and employ
sufficient staff to provide around-the-clock emer-
gency services and adequate patient observation.
Once converted to an REH, the facility is prohib-
ited from providing inpatient care. While the REH
may offer some outpatient services, the average
patient visit must not exceed 24 hours. An REH
also must have a transfer agreement with a high-
level trauma center for patients requiring more
extensive care.!!

A hospital operating under an REH license
receives several benefits from the federal gov-
ernment, including a 5% increase in Medicare
reimbursement and a monthly facility payment.!2
These extra funds are intended to offset the costs
of running an REH and enable the rural hospital
to remain open to provide emergency services to
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the community when it might otherwise be forced
to close.

Between January and October 2023, 17 hospi-
tals outside of Nebraska completed the REH con-
version: 5 in Texas, 3 in Oklahoma, 2 each in
Georgia and Mississippi, and 1 each in Kansas,
Louisiana, Michigan, New Mexico, and Tennes-
see.!3

IV. Analysis of the REH designation

Federal and state licensure requirements govern
the way health care facilities operate according
to their designated category of service. A com-
munity clinic, for example, cannot turn into a
nursing home without a change in designation
and the corresponding license. The REH designa-
tion is the first new rural provider type created in
more than 20 years (since the CAH designation),
and it represents the outcome of a long-term
cooperative effort among members of government,
advocacy groups, public health officials, rural
communities, and other engaged parties to pro-
duce a practical and effective response to rising
rural hospital closure rates.!* However, it is not
meant to be a universal solution to the extensive
and complex problems that threaten rural health
care access.

The REH option is a narrowly applicable stop-
gap measure to save small, independently owned
rural hospitals at imminent risk of permanently
closing. If a rural health care facility is other-
wise operating sustainably, there is no reason
or incentive for desiring the conversion, and it is
not an eligible licensure for the creation of a new
provider. Furthermore, if operating for a time
as an REH enables a facility to regain financial
stability, it is able to return to its previous (CAH
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or other) status, along with all corresponding
operational privileges, including inpatient care.

While REH licensure prevents a facility from
offering inpatient care services as a measure
to help limit operating costs, there is a notable
exception for skilled nursing facilities, which can
be maintained on the same site as distinct units
with their own appropriate licensure; however,
such nursing facilities do not receive the extra
5% Medicare reimbursement.

The stipulation against inpatient care has raised
concerns that the REH designation might actu-
ally reduce access to needed health care. If a rural
hospital is the only source of inpatient services in
a community and the facility converts to an REH,
local residents requiring inpatient care would be
forced to travel greater distances to receive it.
Beyond mere inconvenience, that travel often rep-
resents greater expense in terms of fuel costs and
time away from work, and sometimes increased
medical risk. Also, even larger area hospitals may
be reluctant to admit rural transfer patients,
as they face their own financial challenges.'
Insufficient hospital income is almost never
about a lack of patients to serve but rather the
rates at which facilities are reimbursed for the
costs of patient service.!®

Another concerning issue is the impact of the
REH designation on Emergency Medical Ser-
vices (EMS). Emergency medicine in rural areas
depends not only on hospital facilities but also
on EMS as a vital part of health care access.
However, no support for EMS was written into
the law that created the REH designation, despite
the significant impact the stipulations of the
new licensure are likely to have on EMS opera-
tions serving hospitals that choose to convert.!”
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Rural EMS providers are often volunteers who
will see greater demands on their time when REH
patients need to be transferred to other trauma
centers for further care. Despite lower labor costs
thanks to volunteers, rural EMS agencies still
incur high expenses for necessities such as vehi-
cles and emergency medical equipment. The fixed
nature of those expenses means that the cost
incurred every time EMS serves a rural patient is
higher than the operating costs in more densely
populated urban areas with more frequent calls
for service. The price of buying an ambulance is
the same in Ogallala as it is in Omaha, but when
it gets used four times as often, the cost borne
per patient interaction is much lower in an urban
setting than a rural one. Also, when demand for
rural EMS increases because REH facilities can
only care for patients for a limited amount of
time, insufficient volunteer capability is likely to
lead to significantly higher staffing costs, further
compounding the financial burden.!®

Various policy advisers and advocacy groups
focused on rural health care have recommended
that some adjustments are likely to be advis-
able as the development and adoption of the
new provider designation is carried out. Reason-
able accommodations may include, for example,
reopening some already-closed rural facilities,
permitting a greater number of beds in certain
circumstances, and/or allowances for some
short-term inpatient care at REHs.19:20.21,22
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V. Conclusion

The closure of rural hospitals hurts community
health care and the local economy; it harms lives
as well as livelihoods. Local health care facilities
keep rural Nebraskans healthy and support job
growth across the region.*® Conversion to the
newly created REH designation provides a useful
option for facilities at imminent risk of shutting
down. Even with restrictions on inpatient care,
it is better for a rural community to have some
emergency services locally available than to have
no health care at all.

Careful evaluation of a facility’s individual cir-
cumstances can lead to a sound decision regard-
ing the usefulness and long-term sustainability
of potential REH licensure for individual rural
hospitals around the state. Although this new
facility designation is not a universal solution
to the problems faced by rural health care pro-
viders, it does provide an additional tool to help
address existing challenges. Adaptive licensure
requirements and assistance with the evaluation
and conversion process can provide the neces-
sary support to those facilities that would benefit
from the REH designation, keeping rural hos-
pitals open and health care accessible for more
rural Nebraskans.
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