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Introduction

The House-passed One Big Beautiful Bill Act, making its way through the Congressional budget reconciliation process,
includes sweeping cuts to Medicaid, projected to result in 8.7 million people losing Medicaid coverage nationwide and
$1.3 trillion or more in total Medicaid funding reductions.* On June 16%, the Senate Finance Committee released its
budget reconciliation provisions, adopting much of the cuts included in the House bill but also making even deeper
Medicaid cuts. The unprecedented cuts in Medicaid coverage and financing in Congress’ reconciliation proposals, will
have a major impact on rural communities—on the people covered by Medicaid, the rural health providers who serve
them and the rural communities that will see more health facilities close, with associated impacts on access to care and
local economies. This brief, prepared for the National Rural Health Association and its partners, shares new estimates
based on the Senate Finance proposal on the impact to Medicaid enrollees and to hospitals in rural areas already
struggling to keep their doors open. While Medicaid cuts are front and center in the Congressional proposals to reduce
federal spending, other health related policies, including those that would result in deep reductions in Marketplace
coverage, will add to the Medicaid impacts described here.

Medicaid’s Role in Rural America

Medicaid is a vital source of health coverage for Americans living in rural areas. Together with the Children’s Health
Insurance Program (CHIP), Medicaid has an outsized role in rural America, covering a larger share of children and adults
in rural communities than in urban ones.? Nearly half of all children and one in five adults in small towns and rural areas
rely on Medicaid or CHIP for their health insurance.® Additionally, Medicaid covers nearly one-quarter of women of
childbearing age and finances half of all births in these communities.* Medicaid is also a major source of funding for
behavioral health services in rural areas, which have higher rates of suicide and drug overdoses.>®

As a key insurer in rural communities, Medicaid provides a financial lifeline for rural healthcare providers—including
hospitals, community health centers, rural health clinics, and nursing homes—health care providers already facing
significant financial distress. Nearly half of all rural hospitals have negative margins, and over 400 rural hospitals are at
immediate risk of closure.”®Since 2005, more than 195 rural hospitals across the country—have closed or discontinued
inpatient services.® Since 2010, more than 250 rural hospitals have closed their labor and delivery departments. 1°

The Impact of Federal Medicaid Cuts on Rural Healthcare

On May 22", the House passed its “One Big Beautiful Bill Act” through the budget reconciliation process. As the Senate
moves ahead, Manatt has used its Medicaid Financing Model to estimate the impact of key Medicaid provisions in the
June 16™ Senate Finance Committee’s proposal on rural enrollment and hospital funding over the next 10 years (federal
fiscal year (FFY) 2025 to FFY 2034). These include mandatory work requirements and more frequent renewals for
expansion adults; repeal of regulations that simplify eligibility and enrollment for Medicaid-eligible individuals; new
limits on state directed payments (SDPs), which states use to boost payment rates for Medicaid providers; and new
restrictions on how states may raise the funds to finance their share of Medicaid program costs.!! The estimates take
into account the interactions across the provisions included in the Manatt model.*? For this analysis, Manatt has
considered how these estimates impact individuals and hospitals in rural areas.*>*



Key Findings

Impact on Rural Providers

On average, rural hospitals are slated to lose 21 cents out of every dollar they receive in Medicaid funding. Total
cuts in Medicaid reimbursement for rural hospitals—including both federal and state funds—over the ten-year
period covered by the bill would reach almost $70 billion for hospitals in rural areas.'® The Senate bill’s cuts to rural
hospitals are more than 15% greater than the already highly damaging $60 billion in cuts under the House bill.

Figure 1: Rural Hospitals Could Lose 21 Cents Out of
Every Dollar They Receive in Medicaid Funding
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Medicaid cuts would place significant financial pressure on hospitals in rural states, where many hospitals are
already at risk of closure. In more than half of states, reductions in Medicaid funding for rural hospitals would
exceed 20%.
Missouri, where one-third of rural hospitals are at risk of closure, would see a 29% reduction. &

o Other states would also see large rural hospital Medicaid funding losses, including 27% in Montana, 25% in

Nevada, and 22% in West Virginia.

Kansas, where more than half of rural hospitals are at risk of closure, would see a 15% reduction in total rural
Medicaid hospital reimbursement.
In Maine and Alaska—states that see little or no impact from the provisions that most directly affect hospitals (state
directed payment and provider taxes)—Medicaid hospital reimbursement would nonetheless drop by 17% and 12%,
respectively, driven by coverage losses from work requirements, more frequent redeterminations, and the repeal of
eligibility and enrollment rules.®
Reductions in Medicaid funding of this magnitude will accelerate rural hospital closures, and for those rural
hospitals that remain open, lead to the elimination or curtailment of critical services, such as obstetrics,
chemotherapy, and behavioral health.'” On average, states where 40% or more of rural hospitals are at risk of
closure would see Medicaid rural hospital funding reductions of more than 20%.



Figure 2. Senate Bill Rural Hospital Funding Impact: Percentage
Reduction in Medicaid Rural Hospital Reimbursement
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Impact on Medicaid Coverage

Because Medicaid covers a larger share of the rural population than the urban population, rural communities are
likely to experience a more significant impact from coverage losses. Based on provisions modeled by Manatt,
approximately 1.5 million—the midpoint in the estimated range of coverage losses—or more than one out of every
ten rural residents who would be covered by Medicaid under current law—will lose their coverage. '8

Among the 20 states where greater than 20% of Medicaid enrollees live in rural areas, over half a million rural
enrollees would lose coverage. In these states, rural Medicaid coverage losses represent more than 40% of total
projected Medicaid coverage losses statewide.

Nine states would see rural Medicaid coverage losses that represent more than half of the total expected
Medicaid coverage loss statewide, including 62% in Montana, 53% in Alaska, and 52% in Maine.

In Missouri, 42,000 rural enrollees are expected to lose coverage, which is almost one-third of expected coverage
loss statewide. In Kansas, 5,000 rural enrollees are expected to lose coverage, representing 41% of expected
coverage loss in the state.

The projected number of people losing coverage ranges between 1.2 million and 1.9 million depending on how key
provisions, most notably work requirements, are implemented. Because work requirements hit rural areas
particularly hard, it is likely coverage losses will be at the high end of the range in rural communities. For example,
compared to urban residents, rural residents perform jobs with greater variability in hours (like farming), and a
growing share of workers in rural areas are self-employed, circumstances that make it more difficult to comply or to
prove compliance with work requirements. %2021

While most of the coverage losses that directly flow from the congressional proposals will affect adults in the
expansion group, children, seniors, and people enrolled based on disability will also lose coverage. A provision that
reverses changes in how people enroll and retain coverage would result in almost 140,000 children, parents, and
pregnant women living in rural areas losing coverage, along with more than 180,000 seniors and individuals with
disabilities and low-income Medicare beneficiaries losing out on subsidies from Medicaid to cover Medicare
premiums and cost-sharing.?> More Medicaid coverage losses are likely as states consider how they will make up for
the overall losses in federal funding associated with various reconciliation proposals.



Figure 2. Senate Bill Coverage Impact: Medicaid Coverage Loss
Among Rural Enrollees as Percentage of Statewide Medicaid
Coverage Loss

Conclusion

The Senate Finance proposal would reduce Medicaid funds to rural hospitals by 21% and result in over a million rural
enrollees losing Medicaid coverage and likely becoming uninsured. While the Senate Finance committee proposal has
made some cuts deeper than the House passed bill, both are certain to lead to more hospital closures and reduced
access to care for rural residents, exacerbating economic hardship in communities where hospitals are major employers.

About National Rural Health Association

NRHA is a non-profit membership organization with more than 21,000 members nationwide that provides leadership on
rural health issues. Our membership includes nearly every component of rural America’s health care, including rural
community hospitals, critical access hospitals, doctors, nurses, and patients. We work to improve rural America’s health
needs through government advocacy, communications, education, and research.”

About Manatt Health

Manatt Health integrates legal and consulting services to better meet the complex needs of clients across the healthcare
system. Combining legal excellence, firsthand experience in shaping public policy, sophisticated strategy insight and deep
analytic capabilities, we provide uniquely valuable professional services to the full range of health industry players. Our
diverse team of more than two hundred attorneys and consultants from Manatt, Phelps & Phillips, LLP, and its consulting
subsidiary, Manatt Health Strategies, LLC, is passionate about helping our clients advance their business interests, fulfill
their missions and lead health care into the future. For more information, visit https://www.manatt.com/Health.
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