
Understanding Community Health Access and Rural
Transformation Reform—Implications for Rural Surgical Care

Rural health care is under enormous strain as 138 rural
hospitals have closed since 2010, with an additional
30% of rural hospitals at risk of closing.1 Disparities in
life expectancy and mortality between rural and non-
rural regions of the US are growing,1,2 so the need to
maintain adequate health care facilities in the rural US
is more dire than ever. In response, the Centers for Medi-
care & Medicaid Services (CMS) have begun the initial
implementation of the Community Transformation Track
of the Community Health Access and Rural Transforma-
tion (CHART) Model. One major focus is to ensure con-
tinued access to rural hospitals by improving their
financial stability. Hospitals would receive prospective,
biweekly capitated payments, also known as a “global
budget,” to cover all inpatient and outpatient hospital
spending for public payers. Medicare-eligible beneficia-
ries residing within the community are assigned to the
rural hospital, and 2018-2019 fee-for-service reimburse-
ments for those beneficiaries create the baseline. To
date, global budget programs have been implemented
in Maryland and Pennsylvania and will expand to par-
ticipating rural hospitals within Alabama, South Da-
kota, Texas, and Washington (Figure).3 These changes
have several implications for surgeons and rural surgi-
cal care.

Rationale for CHART Model Reform
for Rural Hospitals
Because rural hospitals have variable volume month to
month, a traditional fee-for-service contract may leave
them vulnerable when volume is low. Due to their lower
volume and narrow profit margins, rural hospitals are
often unable to make significant infrastructure invest-
ments to improve health care delivery. In response, the
CHART Model allocates funds for infrastructure improve-
ments across multiple domains including telehealth,
transportation, and chronic disease management.3

While global budgets have been proposed across
multiple health care settings, they may be particularly
effective in addressing challenges unique to surgical
care at rural hospitals.4 With a global budget, however,
hospitals would have a guaranteed annual budget with
payments that could buffer them through low-volume
months. To minimize foreseeable consequences asso-
ciated with capitation (eg, every incremental surgery per-
formed becoming a cost driver), payments are fre-
quently readjusted based on population and volume
changes.

The use of global budgets in rural health care is also
particularly attractive to policy makers. Because the bud-
get is capitated annually, it provides policy makers a
mechanism to monitor and potentially safeguard against
excess health care spending. Moreover, as policy mak-

ers promote population health initiatives, rural hospi-
tals may demonstrate the most direct return. Because
these hospitals are often the sole provider in their re-
gion, any investments made in their communities may
be realized at that specific hospital.

Prior Experience With Global Budgets
Two states, Maryland and Pennsylvania, have existing
experience with global budgets for hospitals that are
similar to the proposed CHART Model. Maryland pi-
loted this policy in 10 rural hospitals in 2010 before ex-
panding to all hospitals in Maryland in 2014.5 While
Maryland has successfully been able to decrease the
growth of health care costs and reduce overall health care
utilization across the state, subsequent analyses fo-
cused on rural hospitals have demonstrated conflicting
results.6 Perhaps demonstrating the limitations of this
model, 1 rural hospital in Maryland closed in 2020 de-
spite being under a global budget model since 2010.1

The Pennsylvania Rural Health Model was imple-
mented across 5 rural hospitals in 2019 and has since
scaled to 18 hospitals by 2021. To date, the impact in
Pennsylvania has not been evaluated given its recent
implementation.7

Potential Opportunities for Rural Surgery
There are 3 potential opportunities for global budgets
to improve the quality of rural surgical care. First, adop-
tion of global budgets may help rural hospitals main-
tain financial stability and prevent their closure. By re-
maining open, these hospitals will continue to provide
care to communities that already have limited access
to surgical providers.

Second, allowing rural hospitals to maintain their
revenue with prospective payments may facilitate ap-
propriate referral patterns for complex surgery.8 De-
spite surgical procedures being associated with rural hos-
pital profitability,9 complex operations are generally
not being performed at small rural hospitals.10 None-
theless, fee for service may provide a marginal incen-
tive to maintain moderate-to-lower risk procedures bet-
ter performed elsewhere. Under global budgets, rural
hospitals would have the financial security to appropri-
ately refer out larger, more complex cases that could
be performed more safely elsewhere.8 In fact, many of
the infrastructure investments (ie, telehealth, transpor-
tation support) and stabilizing payments for planned
consolidation of surgical services within participating
hospitals within the CHART Model may directly sup-
port these optimal referral patterns.

Third, the financial stability of global budgets may
facilitate high-quality surgical care by maintaining im-
portant infrastructure and staffing. Rural hospitals pro-
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vide valuable access to routine and emergency surgical care. Essen-
tial to that care is maintaining adequate staffing and retention of
health care practitioners, which has been demonstrated as an im-
portant domain of surgical quality.

Mitigating Potential Pitfalls for Rural Surgery
Despite the enthusiasm for global budgets in rural surgery, imple-
mentation of this model may have unintended consequences. First,
rural hospitals under global budgets may increasingly transition
portions of inpatient postoperative care to the outpatient setting.
This is because post–acute care expenditures (eg, home health aides,
skilled nursing facilities) are not included in global budgets. In do-
ing so, global budgets may inadvertently raise quality concerns
and increase overall spending. Therefore, utilization rates of these
post–acute care services will need to be monitored.

Second, global budgets may lead rural hospitals to paradoxi-
cally limit access to surgical care. In an effort to stay under budget,
rural hospitals may be incentivized to reduce discretionary proce-
dures or more readily transfer emergency procedures that they
would otherwise perform. Doing so would lead to worse quality and

higher costs. The CHART Model currently includes quality mea-
sures for medical conditions.3 However, attention to unwarranted
variation in procedure volumes, postoperative outcomes, and pa-
tient travel burden should also be monitored to prevent unin-
tended consequences for rural surgery.

The CMS CHART Model has the potential to improve surgical care
within rural hospitals but comes with possible unintended conse-
quences that need to be managed. This will be particularly impor-
tant as more data emerges from Pennsylvania and the early adopt-
ers of CHART Model reform and as large payers (ie, CMS) consider
expanding transformative alternative payment models. While at-
tempting to be a comprehensive transformation of rural health care,
this policy may not be sufficiently able to overcome the broader chal-
lenges facing rural health care, including maintaining an adequate
surgical workforce. The CHART Model represents a potential op-
portunity for change through transforming the financing of hospi-
tals motivated by a declining health care sector, and with further re-
finement and guidance, it may prove the key to revitalizing rural
health care and broaden the appeal of this payment model so it can
be applied to other settings.
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Figure. Timeline of Implementation of Global Budgets for Hospitals in the US

2010: Maryland pilots a total patient
revenue policy, which places 10
hospitals under a global budget

2014: Maryland expands the global
budget revenue policy to
all hospitals statewide

2021: CHART Model commitments are
made by Alabama, South Dakota,
Texas, and Washington

2020: CMS announces
the CHART Model

2023: CHART Model
implementation
will begin

2019: Pennsylvania implements the
Pennsylvania Rural Health Model
with 5 hospitals

2021: The Pennsylvania Rural Health
Model now includes 18 hospitals

2020: The Pennsylvania Rural Health
Model expands to 13 hospitals
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CHART indicates Community Transformation Track of the Community Health Access and Rural Transformation; CMS, Centers for Medicare & Medicaid Services.
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