
 
 

 

 

 

   

 

 

Purpose 

Rural Health Clinics (RHCs) are an integral part of rural healthcare 

infrastructure as they help to address access to care for rural Medicare and 

Medicaid beneficiaries by providing primary healthcare services in 45 states 

for over 7 million underserved rural residents.1,2 However, reimbursement, 

regulatory and policy changes have created additional challenges for new 

and existing RHCs. This policy brief was completed in partnership with the 

National Association of Rural Health Clinics (NARHC) to address and 

analyze the challenges RHCs face and the effects of disparate Medicare 

reimbursements for RHCs.  

 

Background  

In many rural communities, primary healthcare services are 

delivered at RHCs.3  The Rural Health Clinic Services Act of 1977 (Public 

Law 95-210) was enacted to address an inadequate supply of physicians 

serving Medicare patients in rural areas and to increase the use of nurse 

practitioners (NPs) and physician assistants (PAs).4 Today, there are 4,245 

rural health clinics actively providing primary healthcare services to rural 

underserved communities.5 RHCs can be either independent (not attached to 

a hospital such as a freestanding physician or group owned clinic) or 

provider-based (attached to a hospital).1,2,4 Since the research conducted in 

2010, there has been a significant shift in the number of independent RHCs 

to provider-based RHCs.  Of the 4,245 rural health clinics, 39 percent are 

independent, and 61 percent are provider-based clinics.  

Despite RHCs’ historic role of serving rural communities, RHCs 

face challenges that impact their ability to provide health services to 

vulnerable rural populations.1 One of the challenges RHCs face is disparate 

Medicare reimbursement rates. Presently, RHCs receive a flat-rate payment 

for every “visit” they receive from a patient. The flat rate payment is based 

on the average cost per visit.5 A visit is defined as a “medically necessary 

face to face encounter between a physician, nurse practitioner, physician 

assistant, certified nurse midwife, clinical psychologist, or clinical social 

Economic and Spatial Analysis of Rural Health Clinic Closures 

National Center for Rural Health Works:  Ryan M. Hutchinson, M.Econ, Ann K. Peton, MPH, Gerald A. Doeksen, 

Ph.D., Spencer A. Jones; Erik Olson, MS  

Capitol Associates:  Bill Finerfrock, BS 

POLICY BRIEF 
December 2018 

 

This work was supported by the Federal Office of Rural Health Policy (FORHP), Health 

Resources and Services Administration (HRSA), U.S. Department of Health and Human 

Services (HHS) as an activity under cooperative agreement with the National Rural Health 

Association U16RH03702. The information or content and conclusions are those of the 

author and should not be construed as the official position or policy of, nor should any 

endorsements be inferred by HRSA, HHS, or the U.S. 

 

 Forty-nine percent of the 4,245 active 

Rural Health Clinics (RHC) are in 

states that did not expand Medicaid 

under the Affordable Care Act, but 

65% of Rural Health Clinic closures 

between January of 2012 and June of 

2018 came in states that did not 

expand Medicaid. 

 Since 2012, there have been 388 rural 

health clinic closures of which 64% 

are independent RHCs (not affiliated 

with a hospital); three times the rates 

of provider-based RHC’s 

 Since 2012, 312 independent RHCs 

have transitioned to provider-based 

(hospital owned) RHCs. 

 Since 2010, the number of provider-

based RHC’s (affiliated with a 

hospital) have increased dramatically 

due, in large part, to no cap 

reimbursement rates policy 

 The closures impacted over 3.86 

million individuals living in rural and 

underserved areas. 

 The total estimated economic impact 

of rural health clinic closures since 

2012 is 3,667 total jobs lost and 

$284,048,661 in total payroll lost. 

 60% of closed independent rural 

health clinics were within five miles 

of an active provider-based rural 

health clinic. 
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worker and a patient.”5,6 At this time, there are two different reimbursement rates for independent RHCs 

and provider-based RHCs with fifty or more beds and provider-based RHCs with less than fifty beds. 

Independent RHCs and provider-based RHCs with fifty or more beds have a reimbursement cap rate of 

$83.45 in 2018, while provider-based RHCs with less than fifty beds have no reimbursement cap.5,6 The 

disparity in reimbursement rates creates challenges for independent and provider-based RHCs with more 

than fifty beds because the rate has not been adjusted for the significant growth in healthcare costs.6 This 

policy brief discusses and analyzes the effects of disparate reimbursement rates to determine how they 

have influenced RHC closures.  

Methodology 

Currently, no standardized or regulated data source tracks independent or provider-based RHC 

closures or provider-status changes. However, the Center for Medicaid and Medicare (CMS)-Point of 

Service (POS) file and Quality, Certification, and Oversight Reports (QCOR) actively collect data on 

RHC closures and transitions using program termination codes.  However, the data collected by both the 

CMS POS file and QCOR does not explain why an RHC may receive a merged or closed program 

termination code. Further research into the closed/merged program termination code utilized by the CMS 

POS file and QCOR shows that an RHC may receive the code for the following reasons: change of 

address, facility name change, a change in healthcare delivery model (Fee for service, FQHC, or 

independent and provider-based), or facility closure or merger. Therefore, the following methodology was 

established to determine the number of closed RHCs and provider status changes, analyze if disparate 

Medicare reimbursement rates influence RHC closures or provider status changes and to measure the 

economic impact RHC closures have upon rural communities.  

In order to analyze if disparate Medicare reimbursement rates influence RHC closures, it is 

necessary to determine the number of RHC closures and provider-status changes. The CMS POS file 

from June 30, 2018, was utilized to create a list of RHCs that had closed or had transitioned. As stated 

previously, the CMS POS file tracks RHC closures and provider status changes by issuing program 

termination codes. There are five program termination codes, which the CMS POS file uses to determine 

if an RHC is open, closed, or has had a recent status change. Due to significant healthcare policy changes 

after the enactment of the Affordable Care Act (ACA), only those RHCs that were coded as closed or 

merged from 2012 to 2018 were included in the study. For this study, an RHC closure is defined as a 

clinic that has closed at a distinct address and did not reopen at a previous or new address from 2012 to 

2018. If an RHC opened in the same location as a closed/merged RHC from 2012 to 2018, it was 

considered an open clinic and removed from the RHC closed list. If an RHC moved locations but received 

a closed/merged RHC code due to an address change, it was considered an open clinic and removed from 

the RHC closed list. By utilizing this definition, when compared to the CMS POS file or QCOR, the 

number of closed/merged RHCs is significantly less (See Appendix 1). For example, using the above 

RHC closure definition, 388 RHCs that received a closed/merged program termination code were closed 

facilities (See Figure 1), and the remaining were still operating but had received the code due to an 

address change, facility name change, or had converted to one of two other types of healthcare facilities:  

1) Provider-based RHCs, or 2) Federally Qualified Healthcare Center. Of the remaining that were still in 

operation, our research found that 51 had converted to an FQHC, 310 had transitioned from independent 

to provider-based RHC, and five had transitioned from provider-based to independent. 

After compiling the list of closed and active RHCs, a QA/QC process was completed using 

Geographic Information Systems (GIS). Utilizing the definition of a closed RHC, a spatial analysis was 

conducted to determine the distance between active and closed rural health clinics. If the distance between 

an active and closed rural health clinic was zero miles, it was reviewed to determine if service was 

provided at the location. If service was provided at the location, the RHC was removed from the list of 

closed RHCs with a note stating why the clinic was listed as closed. Next, the remaining closed rural 

health clinics with a location that did not match an active RHC were compared to the active list of 
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Figure 1: Rural Health Clinics Closed Since 2012 

Federally Qualified Health Clinics (FQHCs) using the same methodology as above. In addition to 

utilizing GIS for the QA/QC process, it was also utilized to determine if independent RHC closures were 

influenced by an active provider-based RHC with less than fifty beds within five miles. 

 

In addition to measuring how disparate Medicare reimbursements influence RHC closures, an analysis of 

how Medicaid expansion has impacted RHC closures must be considered as RHCs serve both Medicare 

and Medicaid beneficiaries.1 A Two-Tailed Fisher’s Exact Test (summing small p-values) was conducted 

to determine whether there was a significant interaction effect between the Medicaid expansion status of a 

state and the percentage of RHC closures. The Two-Tailed Fisher’s Exact Test was conducted instead of a 

chi-squared test because it provides an exact p-value as opposed to the Chi-squared approximation.  

After determining the interaction effect between the Medicaid expansion status of a state and the 

percentage of RHC closures, a two-sample t-test was conducted. The two-sample t-test determines if there 

is a statistical difference between closure rates in states that expanded Medicaid and those that did not and 

if there is a difference between the closure rate of independent RHCs and provider-based RHCs. 

Additionally, a one-sample a t-test was conducted to test the significance of the difference in rates of 

independent RHCs becoming provider-based RHCs in states that expanded Medicaid versus states that 

did not. The same test was conducted to determine the difference in rates of independent and provider-

based RHCs becoming FQHCs.  

Finally, to measure the economic impact of RHC closures, the NCRHW’s Rural Health Clinic 

economic impact model was utilized to measure both the financial and job loss relative to closures (See 

Appendix 2 – NCRHW Economic Impact of Rural Health Clinics).  
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Results 

Since 2012, 388 RHCs have ceased operations impacting 3.87 million residents living in rural 

communities (Table 1). Of the 388 RHC closures, 64 percent were independent clinics (249), and 36 

percent were provider-based RHCs (139). Moreover, independent RHCs make up 39 percent of active 

RHCs. However, 13.2 percent of independent RHCs have closed, almost three times the rate of provider-

based RHC closures (5.35%). The two-sample t-test yielded a p-value of p<0.0001, which indicates a 

significant difference in the closure rates between independent and provider-based RHCs. In addition to 

the significant difference in closure rates, the spatial analysis found that 60 percent of closed independent 

RHCs were within five miles of an active provider-based RHC.  

 

Table 1: Active and Closed Rural Health Clinics 

Presently, 52 percent of active RHCs are in states that expanded Medicaid and 48 percent of 

RHCs are in states that did not expand Medicaid. Furthermore, 65 percent of RHC closures occurred in 

states that did not expand Medicaid. Additionally, the closure rate of states that did not expand is about 11 

percent, which is twice the closure rate (5.8%) in states that did expand Medicaid (See Figure 2 for state-

specific detail). A t-test was conducted to determine if there was a significant difference in rates of 

closures in states that expanded Medicaid and those that did not. The t-test yielded a p-value <0.0001, 

which indicates there is a significant difference in the rates of closures in states that expanded Medicaid 

and those that did not. It is possible that the expansion of Medicaid stabilized independent and provider-

based RHCs despite disparate Medicare reimbursements.  

 

Figure 2: Percentage of RHC Closures within Rural Counties Since 2012 

Status Provider-Based Independent

Active 2601 1644

Closed 139 249
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Moreover, 310 independent RHCs changed provider status and became provider-based clinics 

from 2012 to 2018 (Table 2). Fifty-five percent or 172 independent RHCs provider status changes 

occurred in states that did not expand Medicaid. A t-test was conducted to determine if there was a 

difference in independent RHCs becoming provider-based in states that expanded Medicaid and those that 

did not yield a p-value of <0.0521. The result of the t-test does not provide sufficient evidence to 

conclude that there is a difference in independent RHCs becoming provider-based RHC in states that 

expanded Medicaid and those that did not. The result suggests that it is unlikely that Medicaid expansion 

status is related to whether an independent RHC becomes a provider-based RHC.  

 

Furthermore, 51 RHCs became FQHCs from 2012 to 2018. The t-test found that FQHC 

transitions were significantly more common in states that expanded Medicaid, with a p-value of 0.005. 

However, there was no statistically significant difference between the FQHC transition rates between 

provider-based and independent RHCs, with a p-value of 0.1136 

The Fisher’s Exact Test was utilized to determine if there was an interaction effect between 

Medicaid expansion and the rate of RHC closures among independent versus provider-based RHCs. The 

Fisher’s Exact Test yielded a p-value of 0.9118. The result of the test does not provide sufficient evidence 

to conclude that there is an interaction effect between Medicaid expansion status and the rate of RHC 

closures among independent clinics versus provider-based clinics. It is noted that 64 percent of the clinics 

that closed in states that expanded Medicaid were independent clinics, while 65 percent of independent 

RHC closures were in states that did not expand Medicaid. The above result suggests that Medicaid 

expansion impacted both independent and provider-based clinics similarly and whether or not a state 

expanded Medicaid does not explain the disparity in closure rates between independent and provider-

based RHCs.  

 Economic Impact of Rural Health Clinic Closures 

The closure of RHCs can have a detrimental economic impact on the communities they serve. 

Previous research conducted by NCRHW found that on average an RHC employs about 7.27 full-time 

employees (FTE); this includes physicians, physician assistants, nurse practitioners, nurses, and additional 

support staff such as office staff, social workers, clinical psychologists, and visiting nurses to homebound 

patients (Appendix 2).3 The average payroll impact of an RHC is $600,069.3 A weighted average of the 

direct jobs and payroll impact was utilized to account for both RHCs with and without a physician. In 

order to calculate the job and payroll impact of RHC closures since 2012, the number of RHC closures 

was multiplied by the weighted average number of employees and payroll to obtain the direct 

employment and payroll impact of RHC closures. Utilizing the average multiplier from the previous study 

yielded a total economic loss of 3,667 jobs and $284,048,661 in payroll (wages, salaries, and benefits) 

(Table 2.). This result represents a significant economic loss in communities that need jobs, revenue, and 

healthcare services the most.  

 

Table 3: The National Economic Impact of RHC Closures 

Direct Impact Multiplier Total Impact

Average # of RHC Employees 2,821                       1.3 3,667.30           

Average Payroll Impact 232,826,772$        1.22 284,048,662$  

Table 2: Provider Status Changes 
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Conclusions 

When an RHC closes, a community not only loses jobs and revenue, it also loses access to 

healthcare services, especially in rural and underserved areas. Since 2012, 388 RHCs have closed 

impacting over 3.86 million residents, with a total economic loss of 3,667 jobs and $284,048,662 in 

payroll.    

Of the 388 RHC closures, 64 percent were independent RHCs (not attached to a hospital such as a 

freestanding physician or group owned clinic), and 36 percent were provider-based RHCs (affiliated and 

adjacent to hospital) with the independent RHCs closing at three times the rate of provider-based RHCs. 

Another important fact that was discovered through our spatial analysis was that 60 percent of the closed 

independent RHCs were within five miles of an active provider-based RHC. Additionally, 310 

independent RHCs became provider-based RHCs between 2012 and 2018 and 51 RHCs became FQHCs.  

 

The shift from independent to provider-based RHCs has been in large part due to the difference in 

Medicare reimbursement rates between independent RHCs and provider-based RHCs.  Since the 

provider-based RHCs affiliated with hospitals that have less than fifty beds have no cap but the 

independent RHCs have a reimbursement cap of $83/visit. The difference in Medicare reimbursement 

rates has led many independent RHCs to sell or convert their practices from independent RHCs to 

provider-based RHCs; this is especially apparent in states that did not expand Medicaid. In states that 

expanded Medicaid independent RHC closures and provider-status changes occurred at a reduced rate. 

This results may in part be due to RHCs increasing the number of Medicaid patient in order to subsidize 

Medicare patients in the community. Whereas in states that did not expand Medicaid, independent RHCs 

cannot increase the number of Medicaid patients to subsidize Medicare patients leading independent 

RHCs to close or transition to provider-based RHCs.  

 

Our research indicates that the disparate reimbursement rates creates a strong disincentive for 

continued operation of provider-owned Rural Health Clinics in favor of small-hospital owned RHCs. This 

should be viewed as a real disincentive for healthcare workforce recruitment and retention into rural and 

underserved areas.  Therefore we are recommending a policy that would create more equitable 

reimbursement rates for both provider-based and independent RHCs which would lead to a slowing of the 

RHC per visit growth rate from an average annual rate of approximately 10 percent to a rate closer to 3 

percent.  
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State QCOR Status 1-

Closed or Merge 

(September 30, 

2018)

CMS' POS 

Indicates 

Status-Closed 

or Merge 

(June, 2018)**

NCRHW Research 

Indicates Closed 

(November 

2018)**

NCRHW 

Transitioned 

into a Provider-

based clinic

NCRHW RHC 

transitioned 

into a FQHC

NCRHW Other 

(NameChange

/AddressChan

ge/Ownership

Change/StillO

pen/Other)

Alabama 27 25 11 7 1 6

Alaska 0 0 0 0 0 0

Arizona 2 2 1 0 0 1

Arkansas 17 15 6 1 3 5

California 68 65 22 7 8 28

Colorado 12 12 0 0 0 12

Connecticut 0 0 0 0 0 0

Delaware 0 0 0 0 0 0

Florida 34 30 24 0 0 6

Georgia 29 27 14 0 0 13

Hawaii 0 0 0 0 0 0

Idaho 7 7 1 0 6

Illinois 46 42 15 0 0 27

Indiana 22 22 7 0 0 15

Iowa 17 16 10 0 0 6

Kansas 35 35 14 6 0 15

Kentucky 20 20 5 1 5 9

Louisiana 17 17 9 2 2 4

Maine 6 5 1 3 0 1

Maryland 0 0 0 0 0 0

Massachusetts 0 0 0 0 0 0

Michigan 50 44 18 9 0 17

Minnesota 7 7 1 4 0 2

Mississippi 61 55 32 0 0 23

Missouri 99 94 44 9 1 40

Montana 3 3 1 0 0 2

Nebraska 14 14 5 7 0 2

Nevada 0 0 0 0 0 0

New Hampshire 1 1 1 0 0 0

New Jersey 0 0 0 0 0 0

New Mexico 3 3 0 0 1 2

New York 4 0 0 0 2 0

North Carolina 34 32 15 4 2 11

North Dakota 10 10 3 0 1 6

Ohio 5 5 5 1 0 0

Oklahoma 10 10 3 0 2 5

Oregon 12 12 5 0 0 7

Pennsylvania 11 9 5 0 0 4

Rhode Island 0 0 0 0 0 0

South Carolina 44 44 19 6 1 18

South Dakota 11 9 7 3 0 0

Tennessee 32 31 15 0 0 16

Texas 73 68 38 8 2 20

Utah 4 4 2 0 0 2

Vermont 5 5 0 0 2 3

Virginia 25 22 7 6 1 8

Washington 25 25 10 1 3 11

West Virginia 6 6 3 0 2 1

Wisconsin 10 8 7 0 0 1

Wyoming 3 3 3 0 0 0

National 921 864** 388 86 39 351

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 1: Comparative Analysis in the Data Differences between the  

QCOR, CMS POS file and NCRHW Research 
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Appendix 2: Estimate the Annual Economic Impact of an Independent Rural Health Clinic 
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