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The Honorable William P. Clements, Jr.
Governor of Texas

The Honorable William P. Hobby
Lieutenant Governor of Texas

The Honorable Gibson D. "Gib" Lewis
Speaker, Texas House of Representatives

Members of the 71st Legislature

Over the last 10 months the Task Force on Rural Health Care Delivery
crisscrossed Texas to conduct over 100 hours of public hearings. We
consulted every major authority on rural health and listened carefully to our
constituencies: over-worked family doctors, burned-out nurses, overburdened
hospital administrators and dedicated hospital boards, worried farmers and
injured migrant workers who may be transported over 90 miles for
"emergency"” care.

Rural health care is a succession of bad situations that are getting worse.
The tragedy is what happens to the citizens in rural communities when their
hospital goes the way of the dinosaur. Most of the hundreds of Task Force
witnesses noted the irony that state and federal laws which fund and
regulate rural health care, in an attempt at equality, often forbid adequate
access to good medical care.

If this sorry state of affairs were brought before a grand jury, there might be
an inclination to indict the state and federal governments of gross negligence.

The problems decimating rural health care read somewhat like an
indictment:

. A perverse series of disincentives in our Medicaid formulas discourage
early detection and prevention of disease.

P.O. Box 13206, Capitol Station, Austin, Texas 78711 (512) 463-0809
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. An unbridled liability system has driven nearly two-thirds of our

family practitioners out of the baby business, and shut down
obstetrical care in over two dozen rural Texas hospitals.

. A "bottom line" philosophy in the federal government’s Medicare
review process has fostered a crime and punishment mentality with
regulations which often give physicians and hospitals fewer rights
than convicted felons.

N Access to appropriate primary technology and life saving emergency
services is decreasing because of limited capital for rural hospitals.

J A woefully inadequate reimbursement formula for Medicare (and
consequently, Medicaid) has conspired with some of the more creative
budget saving and regulatory inventions in Austin and Washington to
literally close hospitals and launch the inevitable exodus of health care
providers from rural Texas.

We are painfully aware of our state’s tenuous economic status and have not
constructed the enclosed 53 recommendations in a political void. But we also
believe it would be barbaric to throw up our hands and watch the body count
grow. More and more of our fellow Texans are traveling further and further
for even the most basic health care services, or worse, simply doing without.

This isn’t an urban-rural problem, it is a Texas problem. The Dallasite who
is critically injured in an automobile accident in Spur, and a child from
Houston bitten by a rattlesnake in Sanderson must have access to timely
medical care of "Texas" quality.

Our rural citizens are older and poorer. For every dollar that we don’t spend
right now, we will spend three dollars when our less fortunate country
cousins come to the city in desperation. They will be much sicker then, and
many of them won’t get well.

We respectfully urge your favorable consideration of this report, and ask your
support for the recommendations which have been thoughtfully designed to
restore access to health care for some of our most needy and vulnerable
citizens.

Sincerely,

/

Jim Bob Brame, M. D.
Chairman
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Executive Summary

The Special Task Force on Rural Health Care Delivery in Texas
was created by Senate Concurrent Resolution 25 (Brooks) by the 70th
Texas Legislature, Second Called Session, in June 1987. The nine-
member Task Force was appointed by Governor William P. Clements,
Jr., Lieutenant Governor William P. Hobby and Speaker of the House
Gibson D. "Gib" Lewis.

Commencing in March 1988, the Task Force conducted 11 public
hearings in Austin, Amarillo, Odessa, Texarkana, Tyler, Brownsville,
Warm Springs, and Abilene. Additionally, subcommittees of the Task
Force met and accepted testimony in various locations around the
state. The Task Force received testimony from over 225 witnesses
including elected representatives of local, county, state, and federal
governments; physicians, nurses and allied health professionals;
hospital administrators, and other health care providers;
representative of state and federal agencies; clergy; business leaders;
advocacy groups; and consumers of health care.

The crisis in the rural health care delivery system in Texas is real.
It is represented by hospital closures, the curtailment of obstetrical
services, and a shortage of rural physicians, nurses and allied health
professionals. The result is thousands of rural Texans being denied or
having limited access to health care.

The situation is getting worse. Texas has lost 65 hospitals since
1984 although others have closed and subsequently reopened.
Fourteen (14) Texas counties do not have a physician. Hospital
obstetrical care is not available in 92 rural counties. Obstetrical care
has either been curtailed or abandoned by 61% of general and family
practitioners in  Texas. Twenty-five percent (25%) of
obstetrician/gynecologists have eliminated or limited obstetrical
procedures; and 45% have limited or eliminated high-risk obstetrics.

The causes of the rural health care delivery crisis are complex and
interrelated. No single cause emerges as the most significant; no
single solution will be a panacea. The crisis is the culmination of long-
tei'm forces and will not be adequately addressed without long-term
solutions.

This report focuses on five related issues: Emergency Medical
System and Trauma Care; Medical Manpower; Financing Rural Health
Care; Regulatory Restrictions; and Obstetrics and Medical Malpractice
Liability. The report contains specific findings and recommendations
with respect to each issue area. Additionally, the Task Force found
several special and related federal issues which warrant specific
recommendations (Recommendations 45 through 53). Except where
otherwise indicated, the Task Force adopted the recommendations
unanimously.

The Task Force also recommends formation of a Center for Rural
Health Initiatives, mandated to assume a leadership role in developing
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integrated solutions to rural health issues and policies. The Task
Force respectfully urges the Legislature’s favorable consideration of its
proposal for the Center.

The 71st Texas Legislature has a unique opportunity to make a
lasting and positive impact on the health and safety of our rural
citizens and an opportunity to reverse disturbing trends limiting
availability and access to health care in rural areas.

The Task Force respectfully requests the 71st Texas Legislature to
take notice of its findings and recommendations and to craft a
meaningful legislative response.

Recommendations

EMS/Trauma

1. RECOMMENDATION: The Legislature should amend Article
44470, V.T.C.S., "The Emergency Medical Services Act," to establish a
trauma registry and examine existing state and federal sources for
funding the trauma registry.

- 2. RECOMMENDATION: The Legislature should establish a
statewide trauma system.

a. All qualified hospitals should be included in the trauma system
with progressive responsibility and the top level to be university based.

b. The trauma system should have three recognized levels of
expertise with established referral patterns.

c. A mechanism should be included to provide grants and funds for
the purchase of capital equipment.

d. Adequate funding for training emergency personnel should be
provided.

3. RECOMMENDATION: The Legislature should amend Article
44470, V.T.C.S., "The Emergency Medical Services Act,” to clarify the
fee exemptions for EMS volunteers and EMS volunteer providers.

4. RECOMMENDATION: The Legislature should amend Chapter
74, Civil Practices and Remedies Code, to change the standard by
which liability for emergency care is judged from a preponderance of
the evidence to clear and convincing evidence standard.

5. RECOMMENDATION: The Legislature should encourage the
Texas Department of Health to continue providing EMS education,
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continuing education, and alternative testing/retesting schedules to
facilitate participation by rural citizens.

6. RECOMMENDATION: The Legislature should encourage the
Texas Department of Highways and Transportation to allow all EMS
providers access to training programs funded by the department.

Manpower:

7. RECOMMENDATION: The Legislature should encourage the
Higher Education Coordinating Board to maintain a minimum annual
repayment level of $9,000 per year for physicians in the "Physicians
Student Loan Repayment Program.”

8. RECOMMENDATION: The Legislature should amend the
"Physician Student Loan Repayment Program,” authorized under
Subchapter J, Sections 61.531-537, Texas Education Code, to adopt
provisions to allow participation of health care personnel with loans
from out-of-state banks.

9. RECOMMENDATION: The Legislature should enact legislation
to establish a health professionals’ student loan repayment program
modeled after the "Physician Student Loan Repayment Program,” to
allow the participation of nurses and allied health personnel.

10. RECOMMENDATION: The Legislature should create an inter-
agency effort among the Texas Higher Education Coordinating Board,
Rural Medical Education Advisory Board, medical schools, nursing
schools, and schools of allied health sciences, to improve and expand
programs for rural areas by:

a. expanding rural preceptorship programs;

b. developing relief service programs for rural physicians to
facilitate ready access to continuing medical education;

c. initiating training programs to enhance the use of volunteers for
non-medical support services;

d. creating flexibility for coordinating transfer credits and
advanced placement for nursing and allied health professionals;

e. requiring medical shcools to provide students a third year
rotation in the department of family practice; and

f. requiring family practice residency programs to provide the
opportunity for residents to have a one-month rotation through
a rural setting.
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11. RECOMMENDATION: The Legislature should encourage the
Texas State Board of Education to reclassify health occupation
education classes as upper division science courses in high school.

12. RECOMMENDATION: The Legislature should investigate the
feasibility of implementing the Rural Health Clinics Act, created by
P.L. 95-210, in Texas.

13. RECOMMENDATION: The Legislature should encourage
Texas medical schools to include a rural physician on their respective
admissions committees.

Financing Rural Health Care:

14. RECOMMENDATION: The Legislature should encourage
" Congress to eliminate the rural-ruban reimbursement differential for
hospitals and physicians. Special attention to the wage differential

. should be given when considering hospital reimbursement changes.

15. RECOMMENDATION: The Legislature should establish a
Texas based Medicaid DRG methodology based on three peer groups
for hospitals.

16. RECOMMENDATION: The Legislature should encourage
Congress to study the feasibility of establishing a special mechanism
for supplemental payments to hospitals where Medicare patient census
exceeds 110% of the national average Medicare hospital census,
perhaps through a sliding scale for those who provide progressively
greater percentages of Medicare service.

17. RECOMMENDATION: The Legislature should direct the
Texas Department of Human Services to examine the Disproportionate
Share Program to determine how the methodology can be expanded to
provide additional consideration for essential rural hospitals.

18. RECOMMENDATION: The Legislature should enact
legislation to allow for expedited creation of a hospital district.

19. RECOMMENDATION: The Legislature should direct the
Texas Department of Commerce and the Texas Department of
Agriculture to examine existing finance programs to determine if and
how these programs can be used to support capital requirements of
small hospitals.

20. RECOMMENDATION: The Legislature should appropriate
sufficient funds in the Medicaid program to increase the Standard
Dollar Amount to $1583.

21. RECOMMENDATION: The Legislature should direct the
Texas Board of Human Services to instruct the Medical Care Advisory
Committee to develop a methodology which will eliminate disparities
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between rural and urban physician rates in the Texas Medicaid
program and seek funds to implement the methodology.

22. RECOMMENDATION: If the Legislature appropriates funds
for Recommendation 21, it should also appropriate sufficient funds to
reinstate the 10% budgetary reduction adjustment in the state
Medicaid program.

23. RECOMMENDATION: The Legislature should encourage
Congress to implement a resource-based relative value scale for
physician payment.

24. RECOMMENDATION: The Legislature should facilitate the
ability of municipalities to contract for specific hospital services with
local hospitals.

Regulatory Restrictions:

25. RECOMMENDATION: The Legislature should designate the
Texas Department of Health to serve as lead agency in an interagency
effort among all agencies which regulate provision of health care to
identify and eliminate any duplication of regulatory surveys by
coordinating survey forms, where feasible, and to implement measures
to insure consistent interpretation of rules and regulations by survey
teams. This interagency group should also establish a mechanism for
addressing special considerations to assure access to care for rural
populations. Recommendations should be presented to the Legislature
by September 1, 1990.

26. RECOMMENDATION: The Legislature should assure that no
additional regulatory proposals relating to hospitals or hospital
personnel be enacted by the Legislature without thorough study of the
economic impact on rural hospitals.

—

” 27. RECOMMENDATION: The Legislature should encourage
development of multi-purpose health care facilities and service
diversification at existing facilities in rural areas to facilitate
utilization of existing facilities. The Legislature should also encourage
appropriate state agencies to assist seeking any waivers necessary to
facilitate implementation of pilot diversification projects.

28. RECOMMENDATION: The Legislature should encourage the
Texas Board of Human Services to expand Medicaid coverage to
include "Swing Bed" care.

29. RECOMMENDATION: The Legislature should urge the Texas
Board of Human Services to develop a program to facilitate utilization
of unused hospital beds by increasing flexibility of regulatory
restrictions on licensing of long-term care beds.
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30. RECOMMENDATION: The Legislature should encourage the
Department of Human Services to develop a quality assurance and
utilization review program for Medicaid hospital admissions which
assures the utilization of practicing physicians that are representative
of the size, locality, and speciality of the hospital setting and the
physicians being reviewed.

31. RECOMMENDATION: The Legislature should encourage the
Texas Department of Health to include a practicing physician on
survey teams reviewing medical procedures and activities.

32. RECOMMENDATION: The Legislature should encourage the
Texas Department of Health to continue efforts to assure due process
provisions are incorporated into rules governing hospitals
participating in Medicare and the Consolidated Omnibus Budget
Reconciliation Act (COBRA) governing patient transfers.

33. RECOMMENDATION: The Legislature should work with
regulatory agencies, providers, and other interested parties to develop
a program to eliminate "reverse dumping” in order to assure the ready
availability of an appropriate level of care for all persons in Texas.
The program should include an appropriate funding mechanism.

34. RECOMMENDATION: The Legislature should develop a
mechanism to ensure reimbursement for care of patients requiring
transfer to a different facility for an increased level of care.

Obstetrics and Medical Malpractice Liability:

i
J'

N

Based on the work of the Subcommittee on Obstetrics and Medical
Malpractice Liability and testimony to the Task Force as a whole, the
Task Force adopted the following recommendations in this section.
Some were adopted by consensus, others by majority vote with dissent.

35. RECOMMENDATION: The Legislature should establish a

/ Committee to examine past medical malpractice insurance rate

increases to determine the appropriateness of the increases. The
investigation should be based on Texas experience and data, and
address individual specialty classifications and not be strictly limited

\ t}the overall or entire medical community.

Issues which should be examined include:

* independently verifying the "Loss Reserves" that each company
supplies to the Texas State Board of Insurance;

* changing the rate requests from a company-by-company basis to
an industry basis;

* establishing a single rate structure for all of the companies,
including deductibles for hospitals and physicians with no prior
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claims paid, or who are upgrading skills through certified
continuing education programs;

* requiring all companies selling general liability insurance
within Texas to sell a specified amount of medical malpractice
insurance;

* implementing an appropriate appeals process for providers to
challenge rate increases; and

* establishing a Peer Review Organization for OB/GYNs to
monitor physician standards for the speciality.

36. RECOMMENDATION: The Legislature should encourage the
Texas State Board of Insurance to implement a moratorium on medical
malpractice rate increases subject to conclusion of analysis of claims
experience and reserve information by classification by medical
specialty as recommended above.

37. RECOMMENDATION: The Legislature should enourage the
Texas State Board of Insurance to examine the feasibilty of calculating
medical malpractice premiums based upon a case mix formula.

38. RECOMMENDATION: The Legislature should consider
alternatives to provide a limited safeguard or immunity from liability
to hospitals and physicians not acting in a willful or wanton manner or
with reckless disregard of the rights of the patient if:

* the patient presents in actice labor, and

* the attending physician has no previous obstetrical history with
the patient for that pregnancy.

39. RECOMMENDATION: The Legislature should consider
enacting "John Doe" legislation to eliminate unnecessary defendants
being co-named in a lawsuit. This legislation should include measures
which would delay the running of the statute of limitations until
discovery, which identifies potentially liable defendants, is completed.

40. RECOMMENDATION: The Legislature should direct the
establishment of a system of care within the existing framework of
administrative agencies in order to expand the accessibiltiy to
nutritional programs and other necessary prenatal care.

41. RECOMMENDATION: The Legislature should encourage the
Texas State Board of Insurance to promulgate rules to prohibit the
"consent to rate" practice currently being utilized by some carriers for
medical malpractice insurance in Texas.

42. RECOMMENDATION: When there is a finding in a medical
malpractice case that the provider is liable in whole or part for future
damages and the judgment or award is in excess of $100,000 for such
future damages, such payment, including interest at post judgment
rate should be paid periodically to the injured party or estate. Future
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medical expenses should be paid periodically for the duration of the
lifetime of the injured party, regardless of the life expectancy at the
time of the trial or settlement. At the death of the injured party, the
periodic payments for future medical shall cease.

43. RECOMMENDATION: Physicians and other health care
providers who provide obstetrical care for indigents (including
Medicaid and MIHIA) or who are performing services under contract
or as agents or employees of those under contract with the state or its
agencies should be placed under the umbrella of the limited liability of
the Texas Tort Claims Act.

44. RECOMMENDATION: In the cause of action involving injury
to a minor, the statute of limitations should not begin to run until the
minor reaches eight years of age, at which time the statute of
limitations for personal injury to the minor is two years.

Special Issues:

45. RECOMMENDATION: The Legislature should direct the
appropriate state agencies to cooperatively develop a comprehensive
assessment of the current health care delivery system to provide
appropriate data to enable future decisions based on identifiable and
comparable performance measures.

46. RECOMMENDATION: The Legislature should encourage
model local initiative programs such as those developed in Fisher and
Swisher Counties which are based on public/private partnership
resource teams which address communities’ rural health and economic
development needs.

47. RECOMMENDATION: The Legislature should direct
appropriate state agencies to focus special attention on the threat to
rural residents’ health and safety, from such causes as groundwater
contamination, toxic chemicals, unsafe farm machinery, job stress and
lack of basic services. The Legislature should direct these agencies to

develop and implement preventive, cost-saving programs which protect
public health.

Fede_(al Issues:

48. RECOMMENDATION: Congress should assist hospitals and
physicians in rural areas by raising the Medicare payment level in
rural areas to equal the payment level in urban areas, thereby
obtaining economic parity. It should eliminate reimbursement
disparities to rural hospitals, by ensuring that differences in DRG
payments are based on true differences in the cost of providing
services.
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/ 49. RECOMMENDATION: Congress should encourage physicians,
/ nurses, and allied health professionals to practice in rural areas and

/ facilities by enacting loan repayment programs and supporting rural

// education programs.

- 50. RECOMMENDATION: Congress should modify certain
requirements under the Medicare Conditions of Participation which
lack flexibility required in rural hospitals and which fail to recognize
their special needs and capabilities.

51. RECOMMENDATION: Congress should provide sufficient
reimbursement to receiving hospitals, through a special fund or risk
pool to expedite the transferring of emergency patients from small and
rural hospitals to hospitals providing specialty coverage.

52. RECOMMENDATION: Congress should provide sufficient
funding to enhance communication and transportation linkages with
more cia{ntrally located health resources and develop regional service
networks. '

53. RECOMMENDATION: Congress should support and expand
development of coordinated state and local emergency medical service
systems.
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Introduction

The nine member Task Force on Rural Health Care Delivery in
Texas was appointed by Governor William P. Clements, Jr.,
Lieutenant Governor William P. Hobby and Speaker of the House
Gibson D. "Gib" Lewis. It was charged with examining the problems of
access to health care and the viability of the health care delivery
system in rural Texas. Public hearings were held in Amarillo, Odessa,
Texarkana, Tyler, Abilene, Brownsville, Warm Springs and Austin.

As a result, the Task Force appointed five subcommittees to study
issues identified through testimony as being most crucial to the
continued viability of the rural health care delivery system in Texas.
The subcommittees addressed:

EMS/Trauma Care

Manpower

Financing Rural Health Care

Regulatory Restrictions

Obstetrics and Medical Malpractice Liability

Definition of Rural

Of the 262,017 sq. mi. within its boundaries, Texas is unique in
that most of the area is within the 205 counties designated as non-
metropolitan. Even though a majority of the estimated 16.75 million
total state population (1986) lives in the 49 metropolitan counties,
approximately 3.3 million live in the non-metropolitan counties.
Phrased differently, the rural population of Texas is larger than the
individual populations of 23 other states. Geographically, the area
within only the 14 counties of Texas which do not have a physician is
larger than the size of nine (9) individual states, including the District
of Columbia.

The cultural and geographic diversity of Texas makes it difficult to
use some state and federal agency definitions of "rural" because these
definitions often lack the variability needed for a comprehensive



Introduction - 11

treatment of the issue. For instance, the Census Bureau, the Farmers
Home Administration and the Rural Development Act categorize
communities as "rural” based on population size. Community sizes
range from 2,500 or fewer residents to communities of 10,000.

While these definitions may work in some areas of the country, they
make little practical sense for rural Texas where the distance to the
nearest town of substantial size with a secondary or tertiary hospital
may be 125 miles in any direction or the time to get to the nearest
hospital may well exceed an hour.

The National Rural Health Association developed a four-tiered
classification system which includes other characteristics. Its
classifications are Adjacent Rural Areas, Urbanized Rural Areas,
Frontier Rural Areas and Countryside Rural Areas. While these
categories more accurately represent differing characteristics of rural
areas, especially in Texas, state data are not currently collected in a
manner which allow use of these categories.

The Task Force chose to define "rural" as a non-metropolitan
county according to the U.S. Bureau of the Census definition.
Although it does not identify some of the unique characteristics of our
diverse state, it provided the Task Force with the greatest amount of
comparable data and is used by some state agencies. The Task Force
recommends that future analyses give due consideration to using a
more refined definition which considers variances within specific areas
of the state. A list of the 205 non-metropolitan counties defined as
rural by the Task Force is included in the Appendix.

Characteristics of Rural Populations

Certain health status indicators are depicted on the next page.
Additionally, rural counties ranked lowest in health status by the
Texas Department of Health needs assessment are shown on page 13.
The reader is referred to the publication entitled "Baseline Needs
Assessment of Primary Health Care Services Program,” Texas
Department of Health, November 1988, for county specific data on
formulas.



12 - Introduction

EACH DAY IN RURAL TEXAS, 1987

43 Persons
Added To The
Population*

4 * the rate of natural
increase (births - deaths)

49 bables
18 born to
deaths due mothers who

had late® or
A no prenatal
care

to cancer

‘cars Initiated after
the first trimester

89
Deaths
(of which 1
was an
infant)

10 babies
bomn to
mothers
less than

18 years old

5
deaths due
to accidents

31 deaths
due to
heart
disease

9 low
birth weight

babies born®

*fass than 2,500 grams or
less than 5 [b. 9 oz.

Live Birth Statistical File, 1987
Death Statistical File, 1987
Statistical Services Division

Bureau of Vital Statistics
Texas Department of Health

The Special Task Force on Rural
Health Care Delivery in Texas
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RURAL COUNTIES RANKED LOWEST IN HEALTH STATUS

1
Rural Counties (Non-MSA)
RURAL COUNTIES RANKED LOWEST IN SOCIOECONOMIC STATUS

Rural Counties (Non-MSA)

Source: Texas Dept. of
Health, Primary Health
Care Services Program
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Several demographic characteristics unique to rural Texas impact
the need for continued assess to health care. When compared to urban
Texas, in rural areas:

* the population is older,

* there is more poverty, and the trend has worsened since 1980,
and

* the percentage of teen-age births is higher.

The median age in rural Texas in 1987, was 33.9 years, with 16.1%
of the total rural population being 65 years of age or over. Only 19.6%
of the state’s total population lives in rural Texas, but 23.3% of the
state’s elderly live there. Because the elderly generally require more
health care for longer durations, they place a greater demand on
community health services. Some areas also may have a reduced tax
base to finance health services due to a higher proportion of elderly
who live on fixed incomes.

Second, 24.4% of the rural population in 1987 had an income of less
than 100% of established federal poverty guidelines. This rate is
substantially higher than urban areas and has increased by 5.4% since
1980. A map of rural counties ranked lowest in socioeconomic status
by the Texas Department of Health is on page 13. The table on page
15 lists expenditures for AFDC, Food Stamp and Medical Assistance
Programs in rural areas.
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AFDC, Food Stamps and
Medical Assistance Program
Expenditures

FY87 FY88 FY89
AFDC $37.7 $40.8 $44.1
Food Stamps 115.8 128.2 140.0
Medical Assistance 273.2 289.9 351.8
Total $426.7 $458.9 $535.9

Source: Texas Department of Human Services

Over 200,000 rural Texans are served through these programs each
year. The Texas Department of Health administers the Women,
Infants and Children (WIC) nutritional program. This program
provided supplemental nutrition for an average of 250,000 participants
each month in FY88; of these, 6,590 were rural.

Third, rural areas have a higher percentage of births (19.5%) to
women under 20 years of age. Additionally, the percent of births to
women between 13-17 years is 7.0% of total rural births, slightly
higher than urban rates. See the table on the following page for
rural/urban comparisons.
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Metro/Non-Metro Comparisons of Health Related Variables
Bureau of State Health Data and Policy Analysis
Texas Department of Health

The following comparisons are t-tests of means of independent groups.
All differences are significant at the .05 level unless followed by the
notation "No Difference.” Please refer to the detailed analysis for
specific probabilities.

Variable Metro Non-Metro

Median Age 30.3 33.9

Percent 65+ 9.8% 16.1%

Infant Mortality 10.0 10.1 (no difference)
Low Birth Weight 6.7% 6.6% (no difference)
Per Capita Income $13,227.00 $11,408.00

Low Birth Weight 5.2% 5.9%

(3 years 85-87)

Fertility 13-17 26.4 27.8 (no difference)
(3 years 85-87)

Percent Births to

Women < 20 15.9% 19.5%

Percent Births to

Women 13-17 6.2% 7.0% (no direction
specified)

Poverty Rate '80 14.0% 19.0%

Poverty Rate '80

(103 Counties) 14.2% 21.7%

Poverty Rate '87

(103 Counties) 17.1% 24.4%

Poverty Change

1980-1987 2.9 2.8 (no difference)

*  Significant difference only for two-tailed test. That is, the
observed difference is not likely to be due to chance, but the
larger value could just as likely have been the smaller.

| SOURCE: TDH Bureau of Vital Statistics
TDH Bureau of Maternal and Child Health
TDH Bureau of State Health Data and Policy Analysis
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Health Care Resources

Health care is provided in a variety of settings - community clinics,
physicians’ offices, hospitals, mental health centers and others. The
map below identifies those rural counties ranked lowest in resource
status by the Texas Department of Health. The factors included in
determining a county’s resources include the total number of physician
full-time equivalents per capita, total RNs per capita and total health
delivery sites per capita (including hospitals, community health
centers and local health departments).

RURAL COUNTIES RANKED LOWEST IN RESOURCE STATUS

Rural Counties (Non-MSA)
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Texas leads the nation in hospital closures. The chart below shows
that Texas has had in excess of 20% of all U.S. closures in 1984, 1986
and 1987. A list of Texas hospital closures (1988) and counties without
hospitals (January 1989) are included in the Appendix and the maps
on the following pages show which counties have no hospitals and
those with hospitals of 50 beds or less.

HOSPITAL CLOSURES: U.S. & TEXAS

Percentage of Texas Closures to the U.S.
U.S. 1984-1987

Sources: TDH, THA, AHA
1987 U.S. figures based on AHA data

Texas

Texas has 8% of the
hospitals in the nation.
but has 25% of the
closures in 1987.




COUNTIES WITH NO
TDH-LICENSED HOSPITALS™,
1988

11

]
*TDH-1icensed hospitals are hospitals
that are licensed by TDH, excludes
State Hospitals and hospitals licensed
by other State Agencies.
Source: Texas Department of Health
Hospital and Prqussional
Licensure Division ARANSAS
ARMSTRONG
BANDERA
BLANCO
Prepared By: Texas Department of Health BORDEN
Bureau of State Health Data BRISCOE
and Policy Analysis CALLAHAN
CARSON
COKE
COTTLE
DALLAM
DELTA
DICKENS
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DONLEY
DUVAL
EDWARDS
FOARD
GLASSCOCK
HUDSPETH
HUTCHINSON
IRION

JEFF DAVIS
JIM HOGG
KENDALL
KENEDY
KENT

KING
KINNEY

LA SALLE
LIPSCOMB

*Note: San Saba County should be added as of January, 1989.

LIVE OAK
LOVING
MCMULLEN
MASON
MOTLEY
OLDHAM
PRESIDIO
RAINS
REAL
ROBERTS
ROBERTSON
SAN JACINTO
SHERMAN
TERRELL
WALLER
WILLACY
YOAKUM
ZAPATA
ZAVALA
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COUNTIES WITH ONLY ONE TDH-LICENSED HOSPITAL
AND WITH 50 OR LESS LICENSED BEDS,1988

Source: Texas Department of Health
Hospital and Professional
Licensure Division

Prepared By: Texas Department of Health
Bureau of State Health Data
and Policy Analysis

ARCHER CONCHO HARTLEY MCCULLOCH REFUGIO THROCKMORTON
AUSTIN CRANE HASKELL MARION SABINE TRINITY
BASTROP CROCKETT HEMPHILL MARTIN SAN AUGUSTINE  TYLER
BAYLOR CROSBY JACK MEDINA SAN SABA UPSHUR
BROOKS CULBERSON KARNES MENARD SCHLEICHER WARD
BURLESON DIMMIT KIMBLE MILLS SHACKELFORD WILSON
CAMP FISHER KNOX MITCHELL  SOMERVELL

CASTRO GAINES LAMPASAS . NEWTON STARR

CLAY GARZA LEE PARMER STERLING

COCHRAN GOLIAD LEON POLK STONEWALL

COLEMAN HALL LLANO RANDALL SWISHER

COLLINGSHORTH HANSFORD LYNN REAGAN SUTTON
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Texas hospitals with fewer than 100 beds had, on average negative
net incomes for 1986 as shown below.

Revenue and Expense by Hospital Size
Hospitals in Texas, 1986

Number of Beds

<50 50-99 100-299 300+ Total
Revenue* $273.2 $542.1 $2,645.9 $4,769.0 $8,230.2
Expenses* $290.2 $544 .4 $2,499.8 $4,347.3 $7,681.7
Net Income* $-17.0 $-2.3 $146.1 $421.6 $548.4

In addition, non-metropolitan hospitals had a negative net income
of -$9,000,000 as shown below. This compares with significant positive
net incomes in urban areas and for the state as a whole.

Revenue and Expense by Hospital
Location Hospitals in Texas, 1986

Non-Metro Metro Total _
Revenue* $739.7 $7,490.5 $8,230.2
Expenses* $748.8 $6,932.9 $7,681.7
Net Income* $-9.0 $557.4 $548.4

*Expressed in Millions
Note: Figures may not total due to rounding.
Source: Texas Department of Health Bureau of State Health Data and

Policy Analysis 1986 Cooperative TDH/AHA/THA Annual Survey of
Hospitals
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The number of hospitals with negative net incomes by bed size and
by location are shown below.

Negative Net Income by Hospital Size
Hospitals in Texas, 1986

Number Number of Total Hospitals Percent With

of Beds Hospitals Reporting Revenue Negative Net
Reporting and Expenses Income
Negative Net
Income

Under 50 88 145 61%

50-99 53 105 50%

100-299 46 143 32%

300+ 4 65 6%

Total 191 458 42%

Negative Net Income by Hospital Location
Hospitals In Texas, 1986

Number of Total Hospitals Percent With
Reporting Reporting Negative
Negative Net Revenue and Net Income
Income Expenses
Location
Non Metro 116 205 57%
Metro 75 253 30%
Total 191 458 42%

Source: Texas Department of Health, Bureau of State Health Data and
Policy alAnalysis:1986 Cooperative TDH/AHA/THA Annual Survey of
Hospitals
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Twenty-seven counties in Texas have no licensed nursing homes in
1987 as shown below. This map also indicates the range of nursing
home bed availability in each county in the state.

LICENSED BEDS IN
NURSING HOMES, 1987
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Source: Texas Department of Health
Bureau of Long Term (are

Prepared By: Texas Department of Health
Bureau of State Health Data
and Policy Analysis
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Developed under the Public Health Services Act, 28 community
health centers are funded in Texas. These centers serve approximately
300,000 persons per year in locations which would otherwise be unable
to provide services due to geographic barriers, limited incomes or lack
of trained medical personnel. Fifteen (15) of these centers serve 27
counties with less than 25,000 population.

Testimony by the Texas Department of Mental Health and Mental
Retardation (TDMHMR) illustrated the difficulties of providing needed
services to dispersed populations. The department’s testimony
indicated that some people in west Texas must drive nearly 200 miles
for crisis stabilization and up to 300 miles for in-patient care. Day
services, workshops, occupational therapy and rehabilitation services
are particularly difficult to provide in sparsely populated areas.
TDMHMR plans to implement special efforts to provide comprehensive
mental health and mental retardation services to rural communities
on a regional basis by 1993.
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EMS/Trauma

Testimony presented to the Task Force in public hearings indicated
access to emergency medical services (EMS) and trauma care is a
growing problem throughout rural Texas. Trauma is defined as a
serious bodily injury or wound. Major obstacles to the delivery of
quality emergency care in rural communities include: hospital
closures; geographic impediments; medical manpower shortages;
insufficient funding for equipment purchases and maintenance; an
absence of data on occurrences, severity and cost implications of
trauma; and non-standardized communications systems.

The Task Force determined that several overlapping factors impact
effective emergency and trauma care:

1. time and distance;
. access to the EMS system/communication;

. equipment/access to capital;

2

3

4. manpower shortages;

5. trauma/treatment facilities; and
6

. prevention

Time and Distance

Time is the most critical component in trauma. Urgency is the key
management tool, whether for cardiac, poison, accident or other
medical emergencies.

The faster treatment is rendered, the better the outcome.
Treatment is particularly urgent within the first hour, commonly
known as the "golden hour". An effective EMS system must have
immediate public access, quickly dispatch an appropriate vehicle,
provide timely and skillful on-scene care, assure prompt transport to a
facility which can provide stabilization and, if necessary, transport to a
more sophisticated facility.
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Distance is a critical factor in the survival and recovery equation
for emergency and trauma victims. Texas’ 254 counties cover 262,000
square miles. Fifty (50) counties (20%) do not have a hospital and 14
counties do not have a physician. Those 14 counties cover
approximately 18,780 square miles - an area larger than nine other
states and the District of Columbia. Vast areas without care can mean
delay in discovering or reporting an emergency situation, increased

travel time to the scene and delays in transport.

The increasing frequency of rural hospital closures also has grave
implications for EMS. Texas has lost 65 hospitals in the last four
years and leads the nation in hospital closures. Access to vital
emergency facilities erodes as more hospitals close their doors, further
delaying EMS response time and increasing transport distances.

Access to the EMS System/Communications

The response of EMS begins with an effective system of public
access and ambulance dispatch. This can be accomplished through a
centralized telephone system accessing all areawide ambulance
providers and public agencies, i.e., the 9-1-1 telephone number.

Before 9-1-1, citizen access was often confusing, especially for
travelers and tourists. Telephone directories either offered a choice of
numbers to call or none at all. The agency or agencies providing
emergency medical assistance (police, fire, etc.) could not be
determined from some directories. Easy to remember, 9-1-1 has
improved access and shortened response times by quickly routing calls
to the proper authority.

The 70th Texas Legislature passed House Bill 911 mandating the
Advisory Commission on State Emergency Communications to oversee
implementation of a 9-1-1 emergency telephone service throughout the
state. Counties of 120,000 or more population are required to
implement a 9-1-1 system by 1995; other counties may participate

voluntarily. Voluntary participation by rural counties can shorten
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response time and thereby improve trauma and emergency care in
Texas.

Radio communications linking EMS providers, hospitals, public
safety officials, and patient evacuation aircraft, is another essential
component of an effective EMS system. In many rural areas, EMS
providers rely on aging, outmoded equipment which, for example, may
not permit duplex capability (i.e., allow parties to communicate
simultaneously without interruption). They also must share a limited
number of radio frequencies with other emergency and non-emergency
users, causing severe overcrowding and subsequent communication
breakdowns between EMS field personnel and consulting physicians.

Equipment/Access to Capital

Costs for emergency transport are substantial and increase with
the level of care offered. Emergency vehicles may be classified as Basic
Life Support (BLS), Advanced Life Support (ALS) or Mobile Intensive
Care Unit (MICU). Advanced Life Support and MICU offer increased
capacity for treatment of trauma and cardiac patients.

Access to ALS vehicles and personnel saves lives. A 1986, General
Accounting Office (GAO) report cited a study indicating a nine percent
increase in survival in cardiac emergencies when ALS was available.
However, it cites another study in which some EMS experts claim that
while ALS coverage is more desirable, the cost is not justified by the
low patient caseload in rural areas .

Statewide economic hardship, federal funding cuts, and an
increasingly urban population have made the purchase of EMS
equipment a difficult, if not impossible, task for many rural
communities. Equipment purchase options were removed from EMS
federal grant programs by the Omnibus Budge Reconciliation Act of
1981. Rural communities could purchase needed equipment if this
provision was put back into existing programs. In addition, Texas
could seek federal funds for EMS equipment and training from the
National Highway and Transportation Safety Administration
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(NHTSA). Current options, which could be implemented by local
governments, include co-operative purchasing and resource pooling.
Implementation of these options would allow local governments to
purchase equipment for underserved areas which may not have
sufficient revenues without some assistance.

Manpower Shortages

In non-metropolitian areas, professionally trained EMS personnel
are often difficult to recruit and retain. The availability of professional
resources and lifestyle issues are major factors. As well, salaries for
EMS personnel tend to be lower in rural communities.

According to the Texas Department of Health, most rural EMS
systems are staffed by volunteers. Increased educational
requirements, licensing fees, tort liability concerns, job "burn out’,
inopportune testing schedules, and regulatory requirements are
leading many volunteers to reassess their willingness to provide
donated services. Lack of state and federal funding for EMS training
and continuing education programs inhibits the infusion of qualified

EMS personnel into rural areas.

Treatment/Trauma Systems

Trauma constitutes the nation’s most expensive health problem,
costing an estimated $75 to $100 billion annually. In terms of lost
wages, medical expenses and indirect expenses, trauma costs society
$63 million per day; in Texas, the estimated cost is $4 million per day.
In 1984, Texans lost an estimated 318,000 productive years of life due
to traumatic injury -- triple the 111,000 years lost to cancer.

Trauma is the primary cause of death of Americans aged 1-44 and
ranks third for persons of all ages. Experts estimate that of the
140,000 Americans killed by trauma each year, at least 25,000 die
needlessly. In addition, there are two cases of permanent disability for
each death. Motor vehicle accidents accounted for more than half of all



EMS/Trauma - 27

statewide trauma deaths in 1984, and more than half of those deaths
occurred on rural highways.

Although these data provide rough estimates, no data are formally
collected to evaluate the occurance, severity and cost implications of
trauma. These data should be collected in a timely fashion by a
statewide trauma registry.

Most medical facilities - especially in rural areas - do not have the
capability to treat critical trauma victims. For example, small
facilities must transfer patients to a tertiary facility to have 24-hour
availability of a neurosurgeon or burn treatment center. Many do not
even have whole blood for transfusion.

Because successful treatment of critical trauma is irrevocably
linked to time, immediate transfer of trauma victims to specialized
facilities is imperative. The American College of Surgeons (ACS)
recommends a system of specialized trauma centers. An effective
trauma system should be able to identify hospitals with specialized
capability to provide trauma care, identify major trauma victims at the
scene and insure they be taken to an appropriate trauma center.
Studies conducted in U.S. cities and counties reported 50-64%
reductions in trauma deaths with an emergency system including
progressively responsible trauma centers according to references cited
in the 1986, GAO report.

Guidelines developed by the ACS classify trauma centers in a
heirarchical, vertical system comprised of three levels. Level One
facilities would be the most comprehensive and based within a
university medical center; Level Two would be in a regional center;
and Level Three would include general acute care and rural primary
care facilities with emergency capabilities.

According to the ACS, trauma systems are thought to work best
when:

* a hierarchy of sophistication exists among designated trauma
centers, maximizing resources;



28 «- EMS/Trauma

* trauma centers receive all trauma patients without regard to
ability to pay;

* the system is designed around established transfer protocols or
agreements;

e a centralized, oversight agency is given authority to regulate
and administer the trauma system; and

* the public, providers, and public safety agencies are educated
regarding access to the system and patient flow patterns.

Well organized and totally funded trauma systems should improve
access to appropriate prehospital and rehabilitative care, reduce
mortality and morbidity, eliminate duplication and waste of resources,
help eliminate "dumping” and "reverse dumping” of non-pay patients
among rural and urban hospitals, and relieve some of the
uncompensated care burden from the shoulders of rural hospitals.

Prevention

Prevention is a major deterrant for trauma injuries. Many experts
suggest injuries are potentially the most preventable of all health
problems. There are two strategies for prevention. The first is to keep
the injury from happening at all, which can be accomplished through
education, effective enforcement of DWI laws, promotion of alcohol and
drug abuse awareness, enforcing speed limits, expanding farm safety
programs, and promoting water and boating safety programs.

A second strategy to reduce the severity of injuries which do occur,
might incluse:

¢ seat belt use;

* motorcycle helmet use (72% of motorcycle accident fatalities in 1987
did not wear a helmet);

* child car seat use;

* automobile safety features, e.g., roll bars;

* enrollment in CPR classes and emergency "first responder”
programs;
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* public awareness of the closest medical facility and its ability to
treat critical injury; and
* requiring roll cages be standard equipment on farm tractors.

One study conducted by the Texas Safety Association in 1984,
estimates that for every one percent increase in seat belt use in Texas,
28 lives are saved and 776 injuries are prevented. Prevention is
thought to have played a large role in reduction of highway accidents,
fatalities and injuries in Texas in 1987:

1986 1987
Accidents 455,714 395,969
Fatalities 3,566 3,261
Injuries 234,120 226,895

Source: Texas Department of Highways and Public Transportation

These reductions occurred after passage of legislation which raised
the drinking age to 21, strengthened sanctions against drinking while
driving, required front seat passengers to use safety belts, and
required car seats for children under age 2.

Findings

In addition to findings discussed above, the Task Force finds the
following regarding EMS/Trauma services:

1. Texas needs a statewide system to appropriately treat and refer
trauma victims.

2. A statewide trauma system needs adequate funding to
effectively respond to trauma needs.

3. Texas needs a statewide trauma registry to assess the effects of
trauma incidents on the health care delivery system and to monitor

needs and trends in trauma care.
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4. Emergency medical services in rural Texas need more
equipment and trained personnel.

5. Measures should be taken by the Legislature and TDH to ensure
the viability of the volunteer EMS system.
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Recommendations

The Task Force makes the following recommendations regarding
EMS/Trauma:

1. RECOMMENDATION: The Legislature should amend Article
44470, V.T.C.S, "The Emergency Medical Services Act,” to establish a
trauma registry and examine existing state and federal sources for
funding the trauma registry.

2. RECOMMENDATION: The Legislature should establish a
statewide trauma system.

a. All qualified hospitals should be included in the trauma system
with progressive responsibility and the top level to be university based.

b. The trauma system should have three recognized levels of
expertise with established referral patterns. '

c. A mechanism should be included to provide grants and funds for
the purchase of capital equipment.

d. Adequate funding for training emergency personnel should be
provided.

3. RECOMMENDATION: The Legislature should amend Article
44470, V.T.C.S, "The Emergency Medical Services Act," to clarify the
fee exemptions for EMS volunteers and EMS volunteer providers.

4. RECOMMENDATION: The Legislature should amend Chapter
74, Civil Practices and Remedies Code, to change the standard by
which liability for emergency care is judged from a preponderance of
the evidence to clear and convincing evidence standard.

5. RECOMMENDATION: The Legislature should encourage the
Texas Department of Health to continue providing EMS education,
continuing education, and alternative testing/retesting schedules to
facilitate participation by rural citizens.
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6. RECOMMENDATION: The Legislature should encourage the
Texas Department of Highways and Transportation to allow all EMS
providers access to training programs funded by the department.
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Manpower

Quality, affordable and accessible health care services depend upon
the availability of well-trained personnel. Rural Texas has a shortage
of physicians, nurses and allied health professionals which limits the
availability of health care services for 3.3 million rural Texans. Maps
indicating counties without physicians, dentists and pharmacists are
included at the end of this chapter. For example:

* 14 counties have no physician,

* 14 counties have no pharmacist,

* 33 counties have no dentist,

¢ 27 counties have no nursing home, and
¢ 50 counties have no hospital.

Recruitment of health professionals to rural Texas is difficult and
the shortage is exaggerated as rural practicing health care
professionals move to urban areas, migrate to other states or retire.
According to testimony, four factors influence physician migration
from rural areas:

* inadequate Medicare and Medicaid reimbursement rates,
* hospital closures,

¢ escalating liability insurance costs, and

* life style issues.

The same issues are disincentives for urban physicians, medical
students and residents who might consider practicing in rural
communities. In addition, many medical school graduates are faced
with enormous loan debts which can be repaid more rapidly through
an urban practice.

Increased demand for nurses and allied health professionals,
improved career opportunities in other fields, overall deterioration in
the image of nursing and allied health professions, and a decline in
financial aid sources have contributed to a statewide manpower
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shortage in these professions that is particularly hard felt in rural
communities. Rural communities are competing with urban areas for
the same pool of health care professionals. Unfortunately, rural
communities often cannot compete with the salary, benefits, or life
style amenities afforded by their urban counterparts.

Congress passed the Rural Health Clinic Services Act (PL 95-210)
in an effort to mitigate the problem of physician shortages in rural
areas. The law authorizes financial support for facilities using
physician extenders to provide primary health care services in
medically underserved rural areas. There are presently no Texas
clinics established under this program.

The Act also authorizes Medicare and Medicaid payments to
qualified rural health clinics for covered health care services provided
by nurse practitioners and physician assistants under the part-time
supervision of physicians. The Task Force believes the Legislature
should investigate the feasibility of implementing this Act in Texas.

Physicians

The federal government has designated 83 entire non-metropolitan
Texas counties as Primary Care Health Manpower Shortage Areas
(HMSAs). Additionally, three (3) counties are partially designated and
two (2) counties have migrant or poverty population groups which are
designated. A complete list of HMSAs is included in the Appendix and
a map is on the following page.

There are an estimated 1,487 primary patient care physicians
practicing in non-metropolitan counties for an average of one physician
to every 2,244 rural residents. This compares to one for every 1,572
residents or a total of 8,708 primary patient care physicians in urban
Texas. A list of physician to patient ratios for 1987 is included in the
Appendix.
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Texas Manpower Shortage Areas
Counties -- Partial vs. Whole
Texas Department of Health Data -- January 1988

Legend

7 Partial
B \Whole
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The shortage of new physicians and the out-migration of active
physicians in rural communities can be attributed to several factors.
In addition to reimbursement and liability issues, three characteristics
of rural living affect a physician’s choice to locate in a rural area:

- Community Resources

Community factors affecting the choice to locate in a rural area
include recreational opportunities, spousal employment opportunities,
access to peer networks for consultation and relief coverage, quality of
schools and availability of child daycare. Testimony to the Task Force
indicated communities must include a physician’s spouse and family in
the recruitment process. Also, individual communities must assess
their relative strengths and weaknesses to design an appropriate plan
if they are to successfully recruit and keep a physician.

- Hospital Closures

A Texas Medical Association survey of Texas medical residents who
completed training in 1986-87 and chose to locate in a rural area,
indicated proximity to a hospital and good diagnostic facilities out-
weighs all other factors in a physician’s choice of practice location.
Numerous individuals testified that hospital closures, outmoded
equipment and lack of funds for capital improvements have a major

negative impact on physician recruitment and retention in rural areas.

- Geographic Indentification

The geographic background of medical students is often a key
indicator as to where they will practice after graduation. Students
reared in rural communities are more likely to practice in small towns
than are students from urban areas. The site of the medical residency
is another major determinant in choosing a practice location. In
general, physicians tend to practice within 150 miles of their residency
site according to TMA surveys.
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Physician Recruitment and Retention

General and family practitioners are the cornerstone of primary
health care in rural Texas. Many rural areas do not have sufficient
population to require the services of sub-specialists needed in
secondary or tertiary settings.

General and family practitioners are specialists in primary health
care which includes training in the following areas:

obstetrics/gynecology,
internal medicine,
pediatrics,

general surgery,
behavioral science,
orthopedics,
emergency care, and
trauma stabilization

Medical schools can increase the number of physicians potentially
available to rural areas by encouraging more physicians to specialize
in primary care fields, particularly general and family medicine.
Suggestions presented to the Task Force included increasing emphasis
on a rural background during student recruitment, increasing the
availability of rural preceptorships, offering a third year rotation in
departments of family practice, including rural practitioners on
admission boards, and expanding family practice residency programs
in rural areas.

Family practice residency programs, created by statute in 1979,
have been very successful in placing graduates in rural areas. Since
the programs started, 42% of all family practice graduates have located
in communities of 25,000 population or less, and 24% in communities
of 10,000 or less. More than 43% of family practice residents located
their practice within 60 miles of the county where they completed
residency training which emphasizes the need for developing more
residency slots in rural locations.

Texas has two programs which provide incentives for physicians to
locate in rural Texas. First, the Physician Student Loan Repayment
Program, created in 1985, will repay up to $6,000 annually of student
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loan debt for physicians practicing in underserved areas. While this
program has made a promising start, testimony to the Task Force
indicated the $6,000 repayment level is inadequate. Additionally,
witnesses identified a need to develop a similar program for nurses
and allied health professionals.

A serious limitation of the program is that it cannot accept
applicants who received loans from out-of-state banks. This prohibits
rural communities from offering this as an incentive to physicians from
outside Texas or to Texans who attended out-of-state medical schools.

The second program providing incentives for physicians to locate in
rural areas is under the direction of the Texas Rural Medical
Education Board. It was established in 1972 to provide direct loans to
medical students, which can be waived if the student establishes a
rural practice. The program is no longer accepting new applicants and
is essentially being phased out due to lack of legislative funding. The
Task Force strongly encourages reassessment of this program and
requests it (1) be appropriated sufficient funds, (2) be placed within an
agency where it can access funds and other resources, or (3) coordinate
with other programs for a comprehensive approach.

Physicians also identified professional isolation as a difficulty of
rural practice and stated it is difficult to pursue continuing education
opportunities. The Task Force notes with approval and
encouragement the work being done by Texas Tech Health Sciences
Center in developing its "Karenet", "Internet” and "Mednet" programs
in this regard. These programs utilize satellite/telecommunications
and computer technology. They will provide an interactive video and
data outreach system to rural providers for clinical teaching,
continuing education conferences, interactive sharing of specialty
expertise, exchange of clinical data, clinical consultation among four
regional health science centers, and administrative and business
management assistance.

Innovative projects such as these should be expanded where
possible to improve patient care and serve the continuing education
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needs of all rural health providers in Texas. Prohibitive costs,
however, will prevent many rural areas from taking advantage of these
technological opportunities for many years to come. The need exists to
develop programs to provide relief services to rural physicians so they
can take a leave of absence in the interest of continuing their
education.

Nurses

The demand for nurses far exceeds the supply. Texas has 69
registered nurse (R.N.) educational programs, 97 licensed vocational
nurse (L.V.N.) programs, and 11 graduate level programs for nurses.
There are 95,958 active R.N.s, and 71,571 active L.V.N.s. Although
these figures may seem sufficient, the supply is far below the number
needed to fill the state’s needs. Texas’ shortage surpasses the national
experience. We have only one (1) nurse for each 418 residents
compared to the national nurse to patient ratio of 1:200.

The Special Committee on Post-Secondary Medical, Dental and
Allied Health Education identified a number of factors which
contribute to the rising demand for nurses. The reader is referred to
the Committee report for details of factors mentioned, including:

* a growing population base;
* an aging population requiring more care;
* increasingly complex health care delivery system;

* increased acuity of hospital in-patient care requiring more out-
patient care; and

* increased governmental regulation.

The Special Committee also identified a number of factors which
have contributed to the inadequate supply of nurses:

* image deterioration of nursing as a profession,

* salary compression,

* Dbetter career opportunities, and
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* declining sources of financial aid.

The nursing shortage impacts all health care, especially that
provided by hospitals and nursing homes. The shortage will be further
compounded as long term care facilities comply with increased staffing
requirements mandated by federal and state rules. Texas nursing
homes will need an estimated 1,702 additional nurses by 1990.

An estimated 90% of all nurses want to continue their education to
advance their career opportunities. Different requirements in nursing
school programs and curricula have hampered nursing students’ and
active nurses’ ability to transfer credits between schools, effectively
limiting career ladder advancement. Recently, some efforts have been
made to articulate the nursing education system, thereby allowing
nurses wishing to further their educational goals to transfer credits,
eliminate unnecessary delays in the transfer and admitting process,

and eliminate duplication of knowledge, experience and skills.

Nurse Recruitment and Retention

According to testimony, the nursing shortage in Texas adversely
affects remote areas where the most pressing needs are for nurse
generalists. Nurse generalists are expected to be clinically up-to-date
in varied areas of care including surgery, obstetrics, pedicatrics, sports
medicine, emergency care, intensive care, discharge planning and
geriatrics. Recruiting and retaining nurses in rural areas has become
difficult for many of the same reasons that apply to physicians and
allied health professionals.

¢ Salary and benefits are generally lower than urban areas.
¢ Rural and urban areas compete for the same nurses.

* Working overtime, double time and weekends are common for
rural nurses.

* Nurses express the same concerns as physicians regarding
community resources.

* Nurses also experience professional isolation and difficulties in
continuing their education.
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Communities and rural providers must address these issues in
order to successfully compete with urban areas for quality nursing
staffs. Creative incentives and inducements must be offered as part of
an overall strategic effort to attract health care professionals. State
programs do not offer incentives for nurses to practice in rural or
underserved areas which are similar to physician programs.

Allied Health Professionals

The growth in health care specialization created a need for allied
health professionals. Approximately 200 health care professions can
be classified as allied health, including: occupational therapy, physical
therapy, emergency medical technology, radiologic technology, medical
administration, physician assistants, dietetic and medical technology.
Texas institutions offer approximately 374 allied health education
programs dispersed among universities, community colleges, health
science centers, private institutions and proprietary schools.

Increased demand for allied health specialists, limited financial
rewards and benefits, perceived low social status, increased work
loads, lack of financial aid sources, inarticulation of educational
programs, and a declining pool of high school graduates interested in
the health professions are some of the contributing factors leading to
the statewide shortage of allied health personnel. A Texas Hospital
Association survey reports an average of 7% overall vacancy rate for
allied health positions with critical shortages existing in the areas of
respiratory therapy, physical therapy and radiography.

A statewide shortage in allied health professionals, like the nursing
shortage, means rural areas find it more difficult to attract qualified
professionals. Testimony to the Task Force revealed that allied health
shortages are at least as critical in rural as they are in urban areas.

Community Efforts

The Task Force found there is a need to attract students into the
health profession "pipeline" early in their educational careers.
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Programs such as the West Texas Rural Health Education Center have
been effective in arousing and maintaining high school students’
interest in medical professions. Other testimony suggested it would be
a good idea to reclassify health occupation classes as upper-division
science courses in high school, thereby encouraging students to take
the courses for increased exposure to the health care industry before
they make lasting career decisions.

Additionally, rural communities must participate in their local
health care delivery system by promoting volunteer services in non-
medical activities such as:

* transporting elderly or disabled citizens to and from medical
facilities;

* providing administrative and clerical support to free health care
professionals to focus on direct patient care;

* in-home services such as homemaking, personal grooming or
companionship and recreational diversions for the elderly and
disabled;

* participation with local government and health care providers in
assessing health manpower needs and the recruitment of quality
health professionals.

Findings

In addition to the other findings discussed above, the Task Force
finds the following regarding Manpower:

1. Rural Texas faces a serious and worsening shortage of
physicians, nurses and allied health professionals. This shortage is
threatening many Texans’ ability to access health care.

2. An important factor in successful recruitment and retention of
physicians, nurses and allied health professionals appears to be early
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educational exposure to, or other personal identification with, rural
lifestyles or cultures.

3. Current medical student loan repayment programs are
inadequate and similar programs for nurses and allied health
professionals do not exist.

4. Advances in technology, such as telecommunications programs,
may significantly enhance the practice of medicine and other health
care professions in rural settings in the near future. These initiatives
will also benefit patient care expertise and support linkages available
to rural based providers.

5. Every effort must be made to coordinate initiatives by
communities, educational institutions, and state leaders to assist rural
students (youth to mature adults) with enrollment in and completion
of health and medical education training programs and encourage a
return to their rural communities for practice after obtaining a
professional license or certification.
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Recommendations

The Task Force makes the following recommendations regarding
Manpower:

7. RECOMMENDATION: The Legislature should encourage the
Higher Education Coordinating Board to maintain a minimum annual
repayment level of $9,000 per year for physicians in the "Physicians
Student Loan Repayment Program."

8. RECOMMENDATION: The Legislature should amend the
"Physician Student Loan Repayment Program,” authorized under
Subchapter J, Sections 61.531-537, Texas Education Code, to adopt
provisions to allow participation of health care personnel with loans
from out-of-state banks.

9. RECOMMENDATION: The Legislature should enact legislation
to establish a health professionals’ student loan repayment program
modeled after the "Physician Student Loan Repayment Program,” to
allow the participation of nurses and allied health personnel.

10. RECOMMENDATION: The Legislature should create an inter-
agency effort among the Texas Higher Education Coordinating Board,
Rural Medical Education Advisory Board, medical schools, nursing
schools, and schools of allied health sciences, to improve and expand
programs for rural areas by:

a. expanding rural preceptorship programs;

b. developing relief service programs for rural physicians to
facilitate ready access to continuing medical education;

c. initiating training programs to enhance the use of volunteers for
non-medical support services;

d. creating flexibility for coordinating transfer credits and
advanced placement for nursing and allied health professionals;

e. requiring medical schools to provide students a third year
rotation in the department of family practice; and

f. requiring family practice residency programs to provide the
opportunity for residents to have a one-month rotation through
a rural setting.
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11.RECOMMENDATION: The Legislature should encourage the
Texas State Board of Education to reclassify health occupation
education classes as upper division science courses in high school.

12. RECOMMENDATION: The Legislature should investigate the
feasibility of implementing the Rural Health Clinics Act, created by
P.L. 95-210, in Texas.

13.RECOMMENDATION: The Legislature should encourage
Texas medical schools to include a rural physician on their respective
admissions committees.
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COUNTIES WITHOUT A PRACTICING
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PHARMACIST, 1988

I

Source: Texas State Board of Pharmacy }

Prepared By: Texas Department of Health
th Dat
Bureau of State Heal ata BORDEN

and Policy Analysis GLASSCOCK
HARTLEY
HUDSPETH
JEFF DAVIS
KENEDY
KENT
KING
LOVING
MCMULLEN
REAL
ROBERTS
STERLING
TERRELL



Financing Rural Health Care - 49

Financing Rural Health Care

The inability of many rural Texas hospitals to operate at break-
even levels has resulted in the loss of 65 rural facilities since 1984, and
has contributed significantly to the health care access crisis facing
many rural Texans today. Task Force witnesses identified inadequate
patient revenues as the single greatest threat to the viability of rural
hospitals in Texas, and inadequate physician reimbursement levels as
negatively affecting the ability of rural Texas communities to attract
and keep physicians. Two financial issues directly affect availability
and access to health care in rural areas: reimbursement factors and
access to capital.

Reimbursement Factors

Health care reimbursement in the U.S. and Texas is a complex and
cumbersome process. The U.S. Department of Commerce estimates
Texans spent approximately $2.6 billion in FY86 for state and locally
funded health care. Nationally, Americans spent $500.3 billion dollars
on personal health care in 1987 as shown below and on the next page:

Private Sources

Out-of-pocket & other 27.0%
Private Health Insurance 31.5%
Government |
Federal 29.0%
State & Local 12.5%

Source: Health Care Financing Administration, 1988

Public programs generally have eligibility criteria, oversight by one
or more governmental entities, and are subject to budgetary approval
by elected officials. Medicare and Medicaid are the two largest
publically funded programs and account for most of the federal
government’s personal health care expenditures. Medicare is federally
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THE NATION’'S HEALTH DOLLAR IN 1987

Private health insurance

Hospital care
e’
2%

39%

Nursing home care
8%

—-Other private
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Medicaid -~ ~— Other spending

10% Physician services 7 12%
20%
Other gov't — ire i s
1943% t Direct pzasl:znt pmt Other personal care
21%
WHERE IT CAME FROM... ...AND WHERE IT WENT

SOURCE: Health Care Financing Admin.
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funded whereas Medicaid is funded by both state and federal
governments.

The Task Force found that certain changes in reimbursement
patterns have adversely affected rural health care by reducing
incentives for attracting physicians and by increasing financial
instability of rural hospitals. Differences are principally in Medicare,
Medicaid and increased levels of uncompensated care. Additionally,
these changes do not give due consideration to the competitiveness for
health care professionals nor consider that rural facilities often have to
offer larger incentives to attract health care manpower to their
communities.

Medicare

In an attempt to contain sky-rocketing increases in medical
expenditures, Congress passed P.L. 98-21, the Social Security
Amendment Act of 1983. This Act established the Prospective
Payment System (PPS) for Medicare recipients which fundamentally
changed patterns of health care delivery and reimbursement.

Prior to implementation of PPS based on Diagnosis Related Groups
(DRGs), hospitals were reimbursed by a cost-based system. Under the
DRG system, a predetermined amount is paid for a given illness or
diagnosis based on average cost per case. Reimbursement for capital
expenses are not included in the Medicare hospital DRG rate. Instead,
hospitals receive a cost "capital pass through" payment in addition to
its DRG rate per case.

Physicians paid through Medicare Part B are exempted from a
DRG system, but are paid the lowest amount of actual billings, usual
and customary charges, or prevailing rates for similar specialists in a
given geographical area. The current system for paying physician fees
for Medicare patients is based on a methodology first implemented in
1965. Built-in escalations based on a medical economic index in 1972
have not kept up with actual health care cost increases. Inflation and

increases in labor costs have increased practice expenses in rural as
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well as urban areas. The result is payments often do not cover the cost
of providing care.

A series of regulations and other mechanisms aimed at containing
costs have exacerbated the differences between rural and urban
reimbursement. The Texas Medical Association reports payment
disparities range up to 90% for some services.

Several recent studies have examined the Medicare Part B
reimbursement system and concluded the system should be modified.
The Congressional Physician Payment Review Commission concluded
one possible solution is to institute a wholly new payment system built
on a resource based relative value scale which considers additional
factors in determining physician reimbursement rates. Among the
additional factors are total time and intensity of time spent with the
patient, actual practice costs and length of speciality training.
Congress is expected on consider this report in April 1989.

Rural physicians and hospitals are paid less than their urban
counterparts for the same procedures, a phenomenon called the "rural-
urban differential”. As reported to the Task Force, the difference is
especially devastating when Medicare patients constitute as much as
50-75% of patient care delivered in rural Texas.

Several additional factors disproportionately affect rural facilities
and physicians due to their characteristically higher census of
Medicare patients. First, a Medicare fee freeze was imposed on
physicians in 1985 and continues, with limitations.

Second, average in-patient census decreased due to changes in
reimbursement practices which precipitated changes in physician
practice patterns. The changes were influenced principally by three
factors:

* preferential payment for procedures not performed on an in-patient
basis encouraged increased use of out-patient procedures;

* a more narrow interpretation of necessary hospitalizations was
implemented; and
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e the shift from a cost-based reimbursement mechanism to DRGs
encouraged shorter in-patient hospital stay.

The Office of the Inspector General recently concluded that total
costs incurred in providing services to Medicare patients is not fairly
represented in Medicare cost reports. Examples include:

* inadequate formulas for allocating malpractice, bad debt and home
office costs;

¢ failure to pay a fair return on invested capital;

* failure to pay a proportionate share of the costs of serving indigent
patients;

* failure to consider higher costs of serving elderly patients; and

¢ fajlure to revise cost reports to include costs determined to be
allowable by federal courts.

Medicaid

Related problems confront rural health care in Texas’ Medicaid
system, which incorporated a state designed DRG system recently.
The state reimburses approximately 7.5% of rural hospital care
through Medicaid. Although the program does not have a rural-urban
differential for hospital care, per se, the methodology, using the
"standard dollar amount" discussed below, results in a lower base rate
if a hospital had relatively lower historical cost patterns during the
1985 base year. As a result, many small hospitals receive less
reimbursement for a given diagnosis than do large hospitals.
Testimony indicated these differences could be eliminated by reducing
the number of categories used in the methodology.

The standard dollar amount (SDA) when multiplied by the DRG
factor determines reimbursement for a case. Minimum SDA was
established at $1200 in 1987; however, the Texas Board of Human
Services recently adopted measures to increase the standard dollar
base rate to $1500 as of January 1989.
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Payments for physician services reflect geographic variation and
are paid based on the lowest of three rates, as in Medicare discussed
previously. Texas Medical Association data show internists are
reimbursed 43% less and family practitioners 28% less than their
urban counterparts.

The Medicaid system has been able to increase reimbursements as
a function of inflation with one exception. On July 1, 1986, payments
to providers were reduced by 10% due to limited state resources. The
state has not reinstated this reduction to date.

Uncompensated Care

The Select Committee on Medicaid and Family Services and the
Texas Commission on Health Care Reimbursement Alternatives,
established during the 70th Legislative Interim, were charged with
conducting in-depth analyses of issues concerning indigent and
uncompensated care. The reader is referred to those reports for a
comprehensive background and analysis of these issues.

The Task Force, however, finds uncompensated care in rural areas
to have a significant impact on availability and access to care.
Although data on the extent of this impact are not available, it was
suggested to the Task Force that much of the uncompensated care in
rural areas is associated with emergency and trauma victims who are
uninsured.

Approximately three million Texans are uninsured, that is, their
medical care is not covered by any state, federal or third party
insurance program. Many others are thought to be without adequate
health care insurance coverage or are underinsured. These are the
citizens who are often unable to pay for their health care and the cost
of their care is absorbed by local governments and private providers.
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Hospital Financial Issues

It is helpful to analyze separately the two principal ways in which
funds are utilized within hospitals when considering financial issues
confronting rural hospitals:

* operating expenses

* capital expenses
Operating expenses.

Hospital operating expenses include salaries, insurance premiums,
utilities, maintenance and other overhead costs. They may be fixed or
variable costs.

As debt financing is not normally available to finance operating
expenses, these costs are expected to be covered by patient service
revenue from Medicare, Medicaid, private insurance, private paying
patients, and local fund raising efforts. When Medicare and Medicaid
reimbursement levels fall below the cost of service provision, operating
budgets of rural hospitals suffer the shortfall.

Witnesses testified that many small hospitals are using reserves
and Medicare capital pass-through funds to pay operating expenses
due to lack of sufficient patient revenues to maintain hospital
operation. The use of these funds for operating expenses is unsound
financial practice because it can reduce or eliminate the hospital’s
ability to renovate or expand the facility and replace needed
equipment; the facility’s ability to secure long term debt financing is
also limited. A common trend reported to the Task Force is an
extended period of deficit operation prior to hospital closure.

Capital expenses.

Capital funds are customarily used to finance acquisition or
construction of items having a useful life of more than twelve months.
Some items funded through capital expenditures are new construction,
renovation of existing facilities, and the purchase of durable medical
equipment.
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Many small rural hospitals in Texas cannot generate sufficient
operating revenues to sustain independent operation in the current
health care market. Therefore, it is increasingly difficult for many
small hospitals to obtain investment capital.

Investment capital is accessed through several sources depending
on the ownership and tax status of the hospital. Some hospitals are
subsidiaries of large, not-for-profit multi-hospital chains. Others are
independent not-for-profit corporations or are not-for-profit hospital
authorities. These have no taxing authority, but must acquire
investment capital from taxable or tax-exempt bonds through an
investment bank, short-term direct bank loans, philanthropy, and
generated revenues. Publically owned hospitals and hospital districts
have taxing authority as well as access to investment capital by
avenues available to not-for-profit entities. A hospital owned by a
proprietary chain may acquire investment capital through parent
company sources.

Based on testimony presented by investment bankers serving the
health care industry, the Task Force concluded the relative small size,
low patient census, and lack of present or projected profitability and
credit worthiness makes the prospects dim for most Texas rural
hospitals to obtain long term debt financing. Without ongoing
financial support from local communities or diversification of services
to generate revenues, most small rural Texas hospitals cannot
generate sufficient operating revenues to sustain independent
operation indefinitely.

Several suggestions were made to the Task Force related to
financing rural hospitals. First, representatives of some rural
communities testified on the difficulty of creating a local tax supported
hospital district. Presently, creation of a hospital district requires an
act of the legislature and local authorization.

Second, it was suggested municipalities be given authority to use
municipal funds to contract with local hospitals in order to provide
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specific services to its residents. Emergency services were one of the
main suggestions for municipal contract.

Third, the federal government has grant and assistance programs
which may provide needed capital to rural hospitals. Among these is
the Transition Grant Program created by the Omnibus Budget
Reconciliation Act of 1987. Pursuant to this statute, the Secretary of
Health and Human Services was directed to establish a grant program
to assist small and rural hospitals and local communities to plan and
implement projects to modify the current mix of services provided by
the local hospital. Each project is required to demonstrate methods of
strengthening financial and managerial capability of the hospital. A
hospital is eligible for a grant if it is a non-federal, not-for-profit, short-
term general acute care hospital. Grants are limited to $50,000 per
year for a period not to exceed two years. A total of $8.9 million has
been appropriated for fiscal 1989 with regulations due to be adopted in
March 1989.

Additionally, representatives of the Texas Department of
Commerce and the Texas Department of Agriculture have advised
there are various programs regarding economic development and
agricultural diversification which may be available for use by rural
communities.

Regional Resource Networks

The Task Force found that many small rural hospitals require
ongoing, com.nitted financial support from the communities they serve.
When the community is unable or unwilling to provide sufficient
financial support, sooner or later the hospital will close. Moreover, as
a result of previous development initiatives and cost-based
reimbursement practices, a number of Texas communities with
reasonably close geographic proximity, have small, underutilized
facilities.

The Task Force believes that best interests of Texas and its rural
citizens are best served by enhanced utilization of smaller hospitals
through expanded services based on local need, continued local
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support, development of expanded local support bases, and enhanced
development of referral networks for increased levels of care.

The basic problem, of course, centers on the more than three million
Texans who are uninsured. When they become critically ill or injured
in rural areas, resource networks must be in place to assure local
providers are able to transfer those patients to a tertiary facility where
they can get appropriate care.

It would be neither appropriate nor prudent to develop tertiary care
services in areas with low population densities due to the high cost of
specialized equipment and personnel needed for tertiary care. Yet,
there i1s no mechanism to ensure reimbursement to those facilities
expected to provide the care. The alternatives are limited, but a
mechanism must be developed to reimburse providers for emergency
care or access will continue to decrease for all Texans as more
hospitals become unable to accept the critically ill and injured.

Findings

In addition to other findings discussed 