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Rural Health Care in Minnesota
What’s at Stake Under H.R. 1

More than a quarter of Minnesota residents, over 1.6 million people, live outside
metropolitan areas and rely on nearby hospitals as their primary, and often only, source
of health care. Rural health care is under growing strain: enacted federal policy changes
could trigger service reductions and closures at hospitals that are already financially
distressed. When those hospitals weaken or close, communities lose timely, life-saving
care and face significant economic disruption.

By the numbers

e 28.1% of Minnesotans (1,604,740 people) live in rural communities

e Minnesota ranks 21st nationally in rural population share and 19th in total rural
residents

e 109 of 139 hospitals (78%) are located in rural communities

e Minnesota has 77 Critical Access Hospitals (CAHs), the 4th highest total in
the nation

¢ Minnesota has the 10th best rural geographic access nationally

e 1.in 4 adults in rural Minnesota is covered by Medicaid

e 77% of hospitals with negative operating margins in Minnesota are in rural
communities

e 18 rural hospitals in Minnesota are currently considered at risk of closing

Minnesota’s rural health landscape

Minnesota has one of the most extensive rural hospital networks in the country.
Rural hospitals provide essential emergency, inpatient, obstetric, and behavioral health
services and are often among the largest employers in their regions. Local hospitals are
often both a health care hub and an economic anchor.

Critical Access Hospitals (CAHs), sole community hospitals and low-volume hospitals,
form the backbone of Minnesota’s rural health care system. These hospitals are often
the only source of care for their communities and are typically located far from the next
closest hospital. Minnesota has a relatively high number of these rural hospitals and
strong geographic coverage, which means many rural Minnesotans can reach a hospital
more easily than residents in other states. However, these hospitals often operate with
limited staff, tight budgets, and low patient volumes, making them especially vulnerable
to financial and policy changes.
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Many rural hospitals are operating under sustained financial and workforce pressure,
making it difficult to maintain services, update equipment, and invest in infrastructure.
Workforce shortages compound these challenges: nearly one in four rural physicians
plans to leave the workforce within the next five years, and rural clinicians tend to
be older than their urban counterparts. Rural communities face severe shortages across
key specialties, including family medicine, pediatrics, psychiatry, general surgery,
internal medicine, and obstetrics/gynecology.

What’s at stake under H.R. 1

The reconciliation package associated with H.R. 1, the “One Big Beautiful Bill Act,”
will substantially reduce federal Medicaid support for rural areas. The legislation also
shortens the Medicaid lookback period from 90 days to 30 days, increasing financial
risks for hospitals when enrollment is delayed.

Nationally:

e Federal Medicaid spending in rural communities is estimated to decline by $137
billion.

e The proposed Rural Health Transformation Program would provide only $50
billion across fiscal years 2026-2031, far short of replacing what would be lost.

In Minnesota, over ten years, the enacted H.R.1 is estimated to:

e Reduce federal Medicaid spending in rural areas by $4.34 billion
e Cut rural hospital funding statewide by approximately $1.065 million

For Minnesota’s safety net hospitals, Medicaid work requirements alone are projected to
reduce Medicaid revenue by 8.8% and increase uncompensated care by 24.5%. This
will compound existing underfunding in the Medicaid program.

These reductions would intensify financial stress on CAHs and small rural facilities,
increasing the likelihood of service cuts, layoffs, and closures. The result would be
diminished access to emergency, inpatient, and outpatient care in communities where
the nearest alternative may already be an hour or more away, putting both the health
and economic vitality of rural Minnesota at risk.

For more information, contact: Michelle Benson (mbenson@mnhospitals.org) and Danny Ackert
(dackert@mnhospitals.org)
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