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Dear Chairman DiGirolamo, Chairman Cruz, and members of the Human Services Committee, 

Thank you for the opportunity to provide this testimony of the impact on rural Pennsylvania of 
health care reform, changes to the Patient Protection and Affordable Care Act (ACA), and 
modifications to funding to the Medicaid program. My name Lisa Davis and I am the Director 
of the Pennsylvania Office of Rural Health and Outreach Associate Professor of Health Policy 
and Administration at Penn State. The Pennsylvania Office of Rural Health is one of 50 state 
offices of rural health in the nation dedicated to ensuring access to high quality, affordable health 
care services in rural areas and to enhancing the health status of rural residents. Since our 
inception in 1992, we have focused our efforts on increasing access to health care providers 
across the state and to assuring that mechanisms are in place to support rural residents' access to 
care. Our office is located at the Penn State University Park campus. I work closely with the 
state's small rural hospitals, most specifically the 15 Critical Access Hospitals that serve the 
most geographically isolated areas of the state and some of the most vulnerable populations. 

My office appreciates the focus on today's hearing and also appreciates the interest in the health 
care needs of rural Pennsylvanians. 

1. Introduction To Rural Pennsylvania 

As you may know, according to the 2010 U.S. Census, Pennsylvania boasts the third largest rural 
population in the United States; approximately 3.5 million of the state's 12. 7 million residents 
(about 27 percent) live in rural communities (Center for Rural Pennsylvania, 2014a; Forrest & 
Lin, 2010). Pennsylvania's rural population grew two percent between 2000 and 2010 and is 
expected to increase another three percent, to approximately 3.57 million people, by 2030 
(Center for Rural Pennsylvania, 2014a). Projections indicate that Pennsylvania's total 
population over the next two decades will remain fairly stagnant. By 2030, Pennsylvania's total 
population is expected to increase 0.5 percent to approximately 12. 77 million people 
(Pennsylvania Department of Aging, 2015). 

Pennsylvanians living in rural communities are more likely to have unmet heath needs and have 
poorer access to health care than those in urban communities. A 2012 report from the 
Pennsylvania Department of Health found that individuals living in rural communities had higher 
rates for cancer, obesity, heart disease, and diabetes (Henry J. Kaiser Family Foundation 2015a). 

Pennsylvania's rural residents are, on average, older than their urban counterparts. According to 
the 2010-2014 American Community Survey, 17.6 percent of Pennsylvania's rural population is 
65 years old and older compared to 14.5 percent of its urban population (Center for Rural 
Pennsylvania, 2015a). The rate at which rural Pennsylvania is getting older is greater as well; 
the number of rural seniors increased by five percent between 2000 and 20 I 0, while the number 
of urban seniors increased by one percent (Center for Rural Pennsylvania, 2014a). 

Improved medical care and prevention efforts have contributed to dramatic increases in life 
expectancy in the United States over the past century. They also have produced a major shift in 
the leading causes of death for all age groups, including older adults, from infectious diseases 
and acute illnesses to chronic diseases and degenerative illnesses. For a variety ofreasons, older 

I 



adults may experience the effects of health disparities more dramatically and for longer periods 
than any other population group (Centers for Disease Control and Prevention and Merck 
Company Foundation, 2007). This will have a significant influence on the health status of rural 
residents of Pennsylvania age 65 and over. 

The income level of rural Pennsylvanians is lower and the poverty rate in rural Pennsylvania is 
higher than it is among urban residents of the state (Center for Rural Pennsylvania, personal 
communication, June 9, 2017). The economic status of rural Pennsylvanians impacts their health 
status. Rural Pennsylvanians are more likely to defer care and suffer from more acute and 
chronic health conditions due to higher out-of-pocket costs and a reduced ability to pay for care. 

Demographic, geographic, economic, and quality-of-life issues unique to rural areas can have a 
significant impact on the health status of rural Pennsylvanians. For example, mountainous 
terrain and winding roads create issues for rural health systems. Ready access to referral 
facilities and ambulance transportation is critical, but become especially significant when ice and 
snow make driving hazardous. Travel time to health care providers is generally longer in rural 
areas. Unlike the public transit systems that serve urban communities, public transportation is 
either sporadic or non-existent in rural Pennsylvania (Pennsylvania Rural Health Association, 
2017). 

Approximately 42 acute care hospitals are located in rural Pennsylvania and of those, 15 are 
federally designated as Critical Access Hospitals. To be eligible for this designation, a hospital 
must have 25 or fewer beds maintain an annual average length of stay of 96 hours or less for 
acute care patients, and provide 24/7 emergency care services. These hospitals serve a high 
proportion of Medicare and Medicaid patients and also provide high rates of uncompensated 
care. 

2. Impact of the ACA and Medicaid Expansion in Rural Pennsylvania 

As a result of Medicaid expansion, more than 700,000 Peimsylvanians gained coverage, many of 
whom suffer from significant chronic conditions. During a recent period, approximately a third 
of Medicaid expansion enrollees were diagnosed with and treated for substance use and/or 
mental health illnesses (Pennsylvania Department of Human Services, 2017). Medicaid 
enrollment in five rural counties: Armstrong, Bedford, Cameron, Fayette, and Forest, increased 
by at least 10 percent. Only two other counties, both urban, had similar results: Delaware and 
Philadelphia (Transforming Health, 2017). According to data provided by the Center for Rural 
Pennsylvania, the percent of the state's rural residents enrolled in Medicaid rose from 16.3 
percent in April 2009 to 18.9 percent in 2015. During the two years since Medicaid expansion, 
the enrollment rate increased to 21. 6 percent for a total percentage increase of more than 16 
percent. During that same eight-year time period, the total percentage increase in urban areas 
increased by less than seven percent (Center for Rural Pennsylvania, personal communication, 
June 9, 2017). With Medicaid expansion, the uninsured rate in Peimsylvania has dropped from 
l 0.2 to 6.4 percent, representing a reduction of the uninsured by nearly 40 percent (Office of 
Pennsylvania Governor Wolf, 2016). 

In 2016, three percent of the state's rural residents enrolled in health insurance plans through the 
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ACA. Eighty (80) percent of those who emolled were eligible for the Advanced Premium Tax 
Credit (APTC) and nearly 53 percent were eligible for the Cost-Sharing Reduction (CSR). The 
percentage of eligibility for the APTC and CSR in rural Pennsylvania exceeded that of urban 
areas (Center for Rural Pennsylvania, personal communication, June 9, 2017). 

One significant benefit of Medicaid expansion and the ACA in the state has been realized by the 
15 Critical Access Hospitals. Hospitals with this designation receive 101 percent reimbursement 
for the inpatient and outpatient services they provide to Medicare beneficiaries. In many states, 
the Medicaid program also provides that level ofreimbursement at the time services are 
provided. In Pennsylvania, Critical Access Hospitals receive a supplemental payment from the 
Medicaid program in the following year, based on cost reports submitted to the Pennsylvania 
Department of Human Services. That payment fills the shortfall between the paid and full 
reimbursement. Historically, annual payments to the state's Critical Access Hospitals have 
totaled approximately $15 million and can mean the difference between financial solvency and 
collapse. This year, due to the increases in Medicaid coverage, that amount increased to $21 
million. Not only does this supplemental funding provide additional revenue for the hospitals 
but has other benefits as well in lower numbers of uninsured patients, and as a result, a reduction 
in total uncompensated care provided, which in tum can lower the cost of insurance for 
employers. 

3. Impact of the American Health Care Act (AHCA) on Pennsylvania 

Changes to the proposed Anierican Health Care Act (AHCA) are necessary to protect 
Pennsylvania citizens who would be disproportionately affected by the current bill, as well as the 
Pennsylvania economy and state budget which could be devastated by the abrupt loss of 
Medicaid funding included in the existing version of the bill. It is critical that any changes to the 
ACA maintain coverage for low-income Pennsylvanians, and protect Medicaid from harmful 
structural changes. It also is critical that leadership in Pennsylvania have a comprehensive 
knowledge of how the AHCA will impact the state and work collaboratively with our federal 
elected officials to ensure that the health care needs of the state's residents are met. 

The AHCA proposes to phase out enhanced funding for Medicaid expansion beginning in 2020. 
The Pennsylvania Department of Human Services has estimated that this funding reduction 
would create a $2.5-$3 billion annual funding gap, a crippling blow on top of the state's $3 
billion structural deficit (Office of Pennsylvania Governor Wolf, 2017). The abrupt funding cliff 
would force deep cuts to services, and could end Medicaid expansion in the state. Becau~e of the 
cost effectiveness of Medicaid in providing care for low-income Pennsylvanians, as well as the 
importance of Medicaid's role in providing services for people with disabilities, mental illness 
and/or substance use disorders (such as opioid use disorder), ongoing enhanced federal support is 
critical. 

The financial assistance in the bill passed by the U.S. House of Representatives is not adequate 
for very low-income consumers. In addition, due to the increase in the age rating band (from 3: 1 
to 5:1 or higher) in the House bill, people aged 50 to 64 will likely see the largest price increases 
under the AHCA (Henry J. Kaiser Family Foundation, 2017d). Adequate subsidies must be 
established to ensure that low-income individuals can reasonably afford insurance. 

3 



A higher proportion of rural vs. urban residents are covered by Medicaid. For rural hospitals, 
Medicaid accounts for 15 percent of gross revenues (Henry J. Kaiser Family Foundation, 2017a). 
Restructwing Medicaid with reduced federal funding will force states to prioritize the needs of 
vulnerable populations, including children, individuals with disabilities, pregnant women, and 
older adults. In lieu of per capita caps, the U.S. Senate bill should focus on incentivizing states 
to continue to move away from fee-for-service and implement managed care models and v.alue
based payment reforms, as well as provide additional flexibility to allow states to innovate within 
their Medicaid programs. These reforms can help to address the underlying causes of escalating 
cost increases. 

The AHCA has the potential to erode consumer protections and fundamental health services. 
For example, state waivers of the essential health benefit standards may reduce the price of 
premiums, but only because health plans would cover fewer services. Proposed waivers to the 
community rating rules for health status could price many consumers out of the market. While 
insurers may be required to sell coverage, the cost of that coverage would likely be unaffordable. 
Tt is hoped that the bill proposed by the U.S. Senate will maintain appropriate consumer 
protections, including protections that benefit children and young adults covered by private 
insurance. 

Pennsylvania ranks 5th in the country in the percent of its population in the "old-old" category 
(i.e., people aged 85 and older) (U.S. Census Bureau, 2015) and seniors in this age cohort incur 
average Medicaid costs more than 2.5 times higher than younger seniors (Henry J. Kaiser Family 
Foundation, 2017c). In 2015, 2.6 percent of the population (or 333,828 residents) were 
considered to be "old-old (Center for Rural Pennsylvania, personal communication, June 9, 
2017). According to population projections reported by the Center for Rural Pennsylvania, that 
age cohort will reach 4.3 percent of the population (or nearly 610,000 people) by 2040 (personal 
communication, May 31, 2017). As a result, the current Medicaid per capita financing approach 
would severely underfund Pennsylvania's Medicaid program as more seniors transition to the 
"old-old" category over time. 

The proposed tax credits to purchase health insurance represent an enormous decrease to existing 
ACA subsidies, especially for older Pennsylvanians. For example, a sixty-year old 
Pennsylvanian with an income of $30,000 would be responsible for $10,280 more annually for 
health insurance under the AHCA. This would have a disproportionate impact on Pennsylvania, 
due to its aging population and could result in higher numbers of under-insured patients (Henry 
J. Kaiser Family Foundation, 2017d.) 

Despite the fact that a great majority of Pennsylvanians (nearly 75 percent of the population, or 9 
million people) reside in counties with fewer than three exchange plans (Henry J. Kaiser Family 
Foundation 2015b)., Pennsylvania would receive less Patient and State Stability Fund resources 
on a per-member per month basis than the national average. 

The lack of insurance plan competition in rural markets; high premiums deductibles and co
pays; and Medicare cuts have exacerbated health care access and coverage challenges in rural 
America. Across the country, ruraJ residents' average per monthly cost for health insurance 
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exceeds urban ($569.34 for small town rural vs. $415.85 for metropolitan areas) and as market 
competition decreases, these costs will rise further (National Rural Health Association, personal 
communication, May 31, 2017). 

Across the country, 80 rural hospitals have closed since 2010 and several hospitals in rural 
Pennsylvania are at financial risk. Across the country, additional closures would result in 11. 7 
million patients losing access to their local emergency room; 99,000 direct health care jobs will 
be lost in rural communities; and $277 billion in GDP to rural communities will be lost, 
exacerbating rural America's economic decline (National Rural Health Association, personal 
communication, May 31, 2017). While those are national estimates, they reflect the impact of 
Medicaid and insurance changes in our state. 

4. Recommendations 

In light of the importance of expanded Medicaid coverage to the newly eligible population, as 
well as the positive impact on the state economy, provider community, and those they serve, the 
following recommendations have been offered by provider organizations in the state and by 
national rural policy advocates. 

• Medicaid expansion should not be eliminated without simultaneously providing similar 
coverage options. 

• Proposed changes to the Medicaid financing model using a per capita approach should be 
removed from the AHCA or any other proposed health care reform bills. 

• Fundamental changes to Medicaid that potentially would reduce coverage, decrease access to 
care, and shrink provider reimbursement rates should not be made. 

• Health care reform must protect the rural safety net by providing an option to states to 
receive an enhanced reimbursement to account for the cost of providing care in a rural area. 
This will help maintain access to care for rural communities by limiting the loss to the 
hospital of providing care to the most vulnerable patients. 

• Profitable insurance companies should be required to provide services in rural and 
underserved communities. Health care reform must address the fact that insurance providers 
are withdrawing from rural markets. This is especially concerning since rural 
Pennsylvanians are more likely to need to purchase insurance on the individual market. 
Despite record profit levels, insurance companies are permitted to choose profitable markets 
for participation and are currently not mandated to provide service to rural populations. 

• It is essential that the state and federal governments work together to ensure continuation of 
health care coverage for this population and that Medicaid is protected from harmful 
changes. Changes to the ACA are necessary to sustain affordable health coverage, enhance 
access to care, and control costs. Medicaid expansion, as included in the ACA, has expanded 
access to care to more than 700,000 Pennsylvanians, and improved their quality oflife and 
financial security. 
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In summary, Medicaid expansion and the ACA have provided significant benefits to rural health 
care providers and to rural residents. Medicaid expansion is of high importance to rural 
populations in Pennsylvania and should not be eliminated without providing similar coverage 
options. Proposed changes to the Medicaid financing model using a per capita approach should 
be eliminated from the AHCA or any other proposed health care refonn bill. Fundamental 
changes to Medicaid that have the potential to reduce coverage, decrease access to care, and 
shrink provider reimbursement rates should not be made. Health care reform also must protect 
the rural safety net by providing an option for states to receive an enhanced reimbursement to 
account for the cost of providing care in a rural area. This will limit loss to the hospital of 
providing care to vulnerable patients. Lastly, it is necessary for health care reform to address the 
fact that insurance providers are withdrawing from rural markets. With low market competition, 
the average cost of health care for rural Americans remains high. Profitable insurance 
companies should be required to provide services in rural and underserved communities. 

Thank you for your service to our state and for your thoughtful consideration of these comments. 
It has been an honor and a privilege to participate in this hearing and to provide this testimony on 
behalf of rural Pennsylvanians. The Pennsylvania Office of Rural Health is proud to represent 
the needs of rural Pennsylvanians and those who provide high quality health care. We stand 
ready to assist you and the other members of the Pennsylvania General Assembly on designing a 
health care system that best serves the Commonwealth. I will be pleased to answer any 
questions you may have. Thank you. 

References 

Barker, A.R., McBride, T.D., Kemper, L.M., & Mueller, K.J. (2015). Rural Enrollment in Health 
Insurance Marketplaces, by State. RUPRI Center for Rural Health Policy Analysis. 
Retrieved from 
www.cph.uiowa.edu/rupri/publications/policybriefs/2015/Rural%20Enrollment%20in%20HI 
M.pdf 

Center for Rural Pennsylvania (2014a). Quick Facts. Retrieved from 
www.rural.palegislature.us/demographics_about_rural_pa.html#. 

Center for Rural Pennsylvania (2015a). Profile of Pennsylvania s Rural and Urban Counties. 
Centers for Disease Control and Prevention and The Merck Company Foundation (2007). "The 

State of Aging and Health in America (2007)." Whitehouse Station, NJ: The Merck 
Company Foilndation. Retrieved from www.cdc.gov/Aging/pdf/saha_2007.pdf. 

Forrest, K.Y.Z., & Lin, Y. (2010). Comparison of Health-Related Factors Between Rural and 
Urban Pennsylvania Residents Using BRFSS Data. Retriev1ed from 
www.rural.pa!egislature. us/BRFSS _ 201 O.pdf. 

Henry J. Kaiser Family Foundation (2017a). The Affordable Care Act and Insurance Coverage 
in Rural Areas. Retrieved from www.kff.org/uninsured/issue-brief/the-affordable-care-act
and-insurance-coverage-in-rural-areas//. 

Henry J. Kaiser Family Foundation (2015b). The Pennsylvania health care landscape. Retrieved 
from www.kff.org/hea]th-reform/fact-sheet/the-pennsylvania-health-care-landscape/. 

Henry J. Kaiser Family Foundation (2017c). "Issue Brief: What Could a Medicaid Per Capita 
Cap Mean for Low Income People on Medicare." March 2017. 

6 



www.files.kff.org/attachment/Issue-Brief-What-Could-a-Medicaid-Per-Capita-Cap-Mean
for-Low-Income-People-on-Medicare 

Henry J. Kaiser Family Foundation (2017d). "Premiums and Tax Credits Under the Affordable 
Care Act vs. the American Health Care Act: Interactive Maps." April 27, 2017. 
kff.org/interactive/tax-credits-under-the-affordable-care-act-vs-replacement-proposal
interactive-map/. 

Office of Pennsylvania Governor Wolf (2016). Medicaid Expansion Drives Significant 
Reduction in Pennsylvania's Uninsured Rate, October 12, 2016. Retrieved from 
www.govemor.pa.gov/medicaid-expansion-drives-significant-reduction-in-pennsylvanias
uninsured-rate/. 

Office of Pennsylvania Governor Wolf (2017). Letter from Governor Wolf to PA Congressional 
Delegation. March 23, 2017. https://www.govemor.pa.gov/ahead-of-acha-votes-governor
wolf-urges-delegation-to-consider-human-economic-impactJ. 

Pennsylvania Department of Aging (2015). Pennsylvania Demographics: Populations and 
Trends. Retrieved from 
www.portal.state.pa.us/portal/server.pt?open=514&objID=616669&mode=2 

Pennsylvania Department of Human Services (2017). Medicaid Expansion Report January 27, 
201 7. www .dhs.pa.gov/cs/ groups/webcontentldocuments/document/c _ 257436.pdf. 

Pennsylvania Rural Health Association (2017). 'Status Check VI: Pennsylvania Rural Health 
Care." Retrieved from www.paruralhealth.org/. 

Transforming Health (2017). Who bas seen the biggest benefits from Medicaid expansion? 
Rural counties. Retrieved from www.transforminghealth.org/stories/2017/02/who-has-seen
the-biggest-benefits-ftom-medicaid-expansion-rural-counties.php. 

U.S. Census Bureau (2015). 2015 U.S. Census Report for Pennsylvania. Retrieved from 
www.census.gov/quickfacts/table/HSG030210/42. 

7 




