
As hospital leadership knows, there is no hard and fast 
formula for providing the best possible health care to 

every patient in every situation. However, with the recent onset 
of telemedicine, rural providers now have a dynamic new tool 
at their disposal that has the potential to revolutionize access 
to care while improving hospital efficiency and profitability. 

Telemedicine is defined as the use of telecommunication 
and information technologies in order to provide clinical 
health care at a distance. It is most commonly used by rural 
communities to help eliminate distance barriers and can 
improve access to medical services that would otherwise not 
be available. However, telemedicine has more recently come 
to describe a growing genre of specialized applications and 
services using two-way video, email, smart phones, wireless 
tools and other forms of telecommunications technology 
catering to hospital patients. 

Despite its recent rapid growth, telemedicine actually began 
more than 40 years ago with demonstrations of hospitals 
extending care to patients in remote areas through telephones. 
Today, these methods are being readily adopted into the regular 
operations of hospitals, specialty departments, home health 
agencies, private physician offices as well as consumer’s 
homes and workplaces. 

Telemedicine and Technology

The two primary avenues of implementation of telemedicine 
technologies by healthcare providers is through direct-to-
patient services and robotic testing, diagnosis and monitoring. 
Direct-to-patient services using telemedicine are most often 
simple health exams (e-visits) conducted over the internet, 
usually via telephone or webcam, from the convenience of a 
patient’s home or easily-accessible community facility. These 
e-visits are successful because on average 70% of patients do 
not require a physical exam during office visits, limiting the 
need for a “physical” presence. E-visits allow providers to 
offer patients the same level of personal connection and care 
without incurring the typical costs associated with bringing 
patients to the facility, including more in-depth scheduling 
and greater staffing. Additionally, orthopedics departments 
have been experimenting with e-visits at local skilled nursing 
facilities (SNFs) to reduce transportation costs for patients and 

leverage existing personnel and equipment already located in 
the community. 

On the other end of the spectrum, some providers have taken 
a more high-tech approach to implementing telemedicine 
services by developing robotic testing, diagnosis and 
monitoring facilities for patients with more serious health 
issues. E-ICUs, as these facilities are often called, allow 
intensive-care patients in small hospitals to receive care from 
specialists at a tertiary-care facility without the burden of 
having to be transferred to that facility. In practice, e-ICUs 
developed for rural populations have resulted in significant 
reductions in mortality rates, ventilator-acquired pneumonia 
and death from sepsis. These results bring immediate and long-
term positive financial impacts for hospitals by reducing ICU 
length of stay and remittance (Figure 1), which have become 
increasingly more important measures for reimbursement 
rates under the Affordable Care Act (ACA). 

Benefits and Challenges 

While the benefits attained by providing these technologies 
may seem readily accessible to all hospitals and health care 
facilities, telemedicine has thus far been primarily a rural 
phenomenon resulting from the unique challenges providers 
face in these markets. Historical data suggests that rural 
patients face the greatest outcome disparities in emergency 
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Figure 1: Cost of Implementing eICU vs. Percentage Declines 
in Total Operating Costs
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situations because of their isolation and often limited 
capabilities of small rural hospitals in treating serious illness 
or injury. Further, elderly rural patients are more likely to forgo 
necessary care than their urban counterparts because of travel 
costs and a lack of social support, even when all of their health 
care costs would be covered by Medicare. These concerning 
trends support the notion that rural hospitals have the most 
to gain from the implementation of telemedicine services 
designed to ease the barriers to access of quality care. Further, 
telemedicine allows rural hospitals to improve their fiscal 
outlook by growing their patient base and reducing costly 
emergency care while increasing their focus on preventative 
care. 

However, there are still myriad challenges facing the rural 
population surrounding its adoption and effective use 
of telemedicine services. For one, high speed internet is 
unavailable in many rural communities, which affects the 
quality of telemedicine programs that can be implemented 
and provided to patients at reasonable cost. Also, the 
rural population tends to be older than the typical urban or 
suburban population and, thus, their adoption of technology 
has come at a slower pace. This puts stress on the efficiency of 
telemedicine services for providers and raises the importance 
of robust educational programs in the community, which can 
come at significant monetary and time costs. As rural seniors 
stand the most to gain from the growth of telemedicine services 
in their communities, the thoughtful implementation of these 
programs by providers is especially important in order for 
them to achieve the full scope of financial benefits available. 

Government and Industry Partner Involvement 

Naturally, as telemedicine has grown and expanded across the 
country, local, state and federal governments as well as major 
industry players have all become increasingly involved in the 
implementation of these technologies. Thus far, the majority 
of actions taken by governments and related industry partners 
have been largely positive towards encouraging provider 
adoption of telemedicine, improving access for patients 
and requiring fairness of payment across services rendered. 
For example, 20 states have currently enacted parity laws 
requiring insurers to reimburse for telemedicine services on 
par with traditional face-to-face services to encourage that 
these programs be treated seriously by physicians and patients 
alike. While these parity laws do not necessarily mean a direct 
boost to hospitals revenues, they do result in a net positive 
gain to their bottom lines as they receive equal reimbursement 
for services rendered at a lower cost basis once initial 
implementation costs are excluded. 

As far as state governments supporting telemedicine, the 
majority of action has been concentrated in the northwest and 
southwest regions given their more rural demographics. Idaho 
has been a particularly strong proponent of telemedicine 
services having passed the Idaho Telehealth Access Act 
this spring aimed at increasing the use of direct-to-patient 
services via telemedicine for prescriptions, diagnoses and 

consultations. At the federal level, a number of special interest 
groups have arisen recently aiming to push action in D.C. to 
increase federal funding for telemedicine programs. Despite 
the widespread support for telemedicine throughout levels of 
government and related industries, there are still a number of 
legal and legislative challenges that remain. The most pressing 
issue for many early adapters relates to professional licensing 
for doctors engaging patients via these technologies, as they 
are currently required to be licensed in the state that the patient 
is located in. This can defeat the purpose of the care in rural 
communities near state borders where the closest hospital is in 
another state or in extreme circumstances that require out-of-
state specialists. 

Liability is another serious concern being raised by many 
providers worried that the absence of a physical presence may 
result in doctors missing medical issues during e-visits and 
subsequently facing malpractice suits. This worry may be 
somewhat overblown, however, as many physicians already 
take certain shortcuts by prescribing medication via telephone 
to patients unable or unwilling to schedule a physical visit 
and very few substantial liability issues have resulted. Finally, 
data privacy has also been highlighted as another key potential 
weakness of telemedicine services given their reliance on a 
technology infrastructure that could open patient health 
records to the same privacy concerns as email and other online 
activities. Despite these concerns, there is still far greater 
potential for telemedicine as a benefit to providers, patients, 
doctors and insurers as the technology continues to develop 
and improve. 

The Future of Telemedicine

While telemedicine is just one wave in a sea of transformative 
technology platforms seeking to disrupt traditional health care, 
many early adapters strongly believe that these technologies 
are at the forefront of systemic changes throughout health care. 
Much still remains to be seen with how telemedicine is treated 
by governments, entrenched insurers and industry participants, 
patients and doctor. However, providers should still explore 
these opportunities as they can deliver a substantial boost 
to profitability and ensure the longevity of rural health care 
systems struggling to compete for market share and facing 
increased costs of care. 
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