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Why Hospital Closes?

• Financial 

• Market Forces

• Regulatory Pressure
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Characteristics of Closed Hospitals  

• Smaller in size.

• Low Occupancy.

• Mostly For-profit.

• Lack of CEO’s affiliation in professional association.

• Lack of Physicians’ affiliation with the hospital.
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Causes of closure:perspective of Mayors
Survey of 130 Mayors of rural towns,1980-1988  
• Reimbursement policies.

• Poor Hospital Management.

• Lack of Physicians.

• Competition from other hospitals.

• Lack of team work.

• Inadequate hospital board leadership. 
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Impact of Closure

• On Patients.

• On Community.
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Impact on patients

• Access.

• Cost.

• Quality.
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Effect of Closures on Access, Cost & Quality
Buchmueller et al (JHE, 2006)
• Studied the closures of hospitals in LA county between 

1997 and 2003.

• Studied the effect of distance travel on access, cost 
and quality of care.

• See Table 2 for characteristics of the closed hospitals.
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Hospital Closure (contd)
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Descriptive Stat of the Sample
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Results of the Regression Models

• Urban hospital closures improve the efficiency of the 
healthcare system by shifting care to lower cost 
facility i.e. to doctor’s office.

• Seniors who tend to rely more on hospitals, report 
more difficulty accessing care as a result of closures.

• HIV screening has worsened but colon cancer 
screening has improved following closures.  
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Impact on Community

• Economic.

• Social.
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Economic Impact

• Adverse significant impact on rural community.

• Closures in communities with alternative sources of 
care have no long-term economic impact.

• Closure of sole hospital in the community reduces per 
capita income by 4%, increases unemployment rate 
1.6 percentage points ( HSR, 2006).

• Rural hospital is the hub of community activities, and 
major employer.  
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Non-economic impact

• Community unrest.

• Empty buildings facilitate social problems.

• Loss of health services volunteers. 
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