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CONGRESS: SUPPORT ESSENTIAL HOSPITALS 

All people, regardless of financial or social status, can count 
on essential hospitals for care. These hospitals, at the core 
of the nation’s health care safety net, operate where the 
need is greatest—from the nation’s largest cities to broad 
rural regions and in communities plagued by high rates of 
poverty, homelessness, food insecurity, and other social and 
economic barriers to good health. 
 
Low-income working families, the uninsured, and other 
vulnerable people depend on essential hospitals for primary 
to complex care. This chart summarizes the key features 
that distinguish essential hospitals and make them 
cornerstones of community health and local economies: 
 

 

Essential hospitals do all this with an average operating 
margin about half that of other hospitals and a 
disproportionate level of uncompensated care. Our 
members—about 6 percent of all U.S. hospitals—provided 
about 14 percent of the nation’s uncompensated care, or 
$5.5 billion, in 2016. About three-quarters of their patients 
are uninsured or have Medicaid or Medicare coverage. 
 
Given their thin margins and vulnerable patient 
populations, essential hospitals need every dollar of federal 
support to keep their doors open. But recent policy changes 
have drained this vital funding and threaten a financial 
crisis at these hospitals. Deep cuts to hospitals in the 340B 
Drug Pricing Program and dramatic reductions in 
Medicare outpatient payments weaken our hospitals and 
jeopardize access to care in their communities. With 
draconian cuts planned for Medicaid disproportionate 
share hospital (DSH) support in 2019 and proposed 
immigration policy changes expected to swell 
uncompensated care, essential hospitals—and health care 
access nationwide—face a troubling future. 
 
THREATS: NOW AND ON THE HORIZON 
Expanded cuts to outpatient services: In 2015, Congress 
made “site-neutral” cuts to Medicare reimbursement to off-
campus hospital clinics that began billing Medicare for 
outpatient services on or after November 2, 2015. Clinics 
billing before that date were grandfathered and continued 
to receive existing higher payments. But in the final 
calendar year (CY) 2019 Medicare Outpatient Prospective 
Payment System (OPPS) rule, the Centers for Medicare & 
Medicaid Services (CMS) ignored congressional intent and 
expanded the site-neutral cuts—$380 million worth—to 
grandfathered clinics and scheduled even deeper cuts for 
2020. In 2019, essential hospitals will shoulder 15 percent 
of site-neutral payment cuts while representing only 5 
percent of all OPPS hospitals. The 2019 rule change will 
worsen the policy’s effect of making clinic expansion in 
underserved communities financially unsustainable, 
leaving vulnerable people with even less access to care. 
 
Targeted cuts to 340B hospitals: CMS in 2018 sharply 
reduced Medicare Part B drug payment to essential 
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hospitals in the 340B program. Due to Medicare budget 
neutrality rules, CMS redistributed the savings from this 27 
percent cut to all Medicare hospitals—including those not 
eligible for 340B participation. The 2019 OPPS rule not 
only continued this damaging policy but expanded it to 
more 340B hospitals. Essential hospitals represent less 
than 14 percent of 340B hospitals paid under the OPPS but 
will bear more than 22 percent of these cuts. This policy 
and its expansion will further stifle essential hospitals’ work 
to meet the complex needs of their patients and to combat 
social determinants that put health and health care access 
at risk. 
 
Impending Medicaid DSH cuts: Essential hospitals, 
which receive more than 40 percent of all Medicaid DSH 
payments, face a financial cliff next year: an unsustainable, 
$4 billion cut to DSH on October 1, 2019. Congress 
substantially reduced Medicaid DSH funding in the 
Affordable Care Act, assuming expanded coverage would 
reduce uncompensated care. But coverage did not increase 
as expected and Congress, recognizing the imbalance, so far 
has delayed the start of DSH cuts in a series of strongly 
bipartisan votes. Without additional congressional 
intervention, next year’s schedule cuts would prove 
disastrous for essential hospitals and the vulnerable 
patients and communities they serve.  
 
Potential increases in uncompensated care: The 
Department of Homeland Security has proposed expanding 
the types of public assistance immigration officials consider 
when determining whether an individual is likely to 
become a public charge—someone who depends on public 
support. The new definition would include non-emergency 
Medicaid and other health and nutritional benefits. This 
could cause millions of legally eligible people, fearful of 
putting their immigration status at risk, to forgo care until 
they are sicker and costlier to treat, driving up costs for 
insured patients and taxpayers and potentially harming 
public health. A recent study estimated the rule’s chilling 
effect on coverage could jeopardize up to $17 billion in 
Medicaid and Children’s Health Insurance Program 
payments to hospitals. Essential hospitals, a common 
source of care for legal immigrants, would suffer the brunt 
of those losses. 
 

OUR ASK: SUPPORT ESSENTIAL HOSPITALS 
Without action by Congress, communities nationwide will 
lose access to care and vital support services. The Medicare 
policies detailed here are a significant threat to essential 
hospitals and their vulnerable patients. Taken together with 
the public charge proposal and the scheduled cut to 
Medicaid DSH funding, the impact on the health care 
safety net would be damaging and unsustainable. Essential 
hospitals call on Congress to protect access to care by: 
 
 reversing the unreasonable expansion of site-neutral 

Medicare payment cuts to grandfathered facilities; 
 

 suspending the Medicare Part B payment cut to 340B 
hospitals; and 

 
 averting the Medicaid DSH reductions scheduled to start 

October 1, 2019. 
 


