
  

  

February 2019 OUR VIEW 

CONGRESS: STOP MEDICAID DSH CUTS NOW 

Essential hospitals care for vulnerable people and anchor a 
wide variety of communities, from the nation’s largest cities 
to expansive rural regions. They are sources of lifesaving 
care, jobs, and vital public health services that influence the 
social, economic, and environmental circumstances of a 
person’s life. 
 
Essential hospitals care for communities that face many 
social barriers to achieving good health. U.S. Department of 
Housing and Urban Development data show that, in 
communities served by essential hospitals, more than: 
 
 350,000 people struggle with homelessness; 

 
 10 million suffer from limited access to healthy food; 

 
 25 million live below the federal poverty level; and 

 
 19 million lack health insurance. 
 
With this mission comes high levels of uncompensated 
care—and a need for federal support, such as Medicaid 
disproportionate share hospital (DSH) payments. In 2016, 
the more than 300 members of America’s Essential 
Hospitals provided about $5.5 billion of uncompensated 
care, or more than 14 percent of all uncompensated 
hospital care nationally. 
 
 

In 2016, three-quarters of essential hospitals’ patients were 
uninsured or covered by Medicaid or Medicare. The 
disparity between commercially insured patients and those 
covered by public programs—or who have no coverage at 
all—creates severe financial challenges for essential 
hospitals. They operate with margins significantly lower 
than other U.S. hospitals—about 4 percent compared with 
7.8 percent for all hospitals nationwide (Figure 1).  
 
Worse, new restrictions in state Medicaid programs and 
commercial insurance and looming deep cuts to Medicaid 
threaten to increase the number of uninsured and total 
uncompensated care costs at essential hospitals (Figure 2). 
This is on top of recent substantial cuts to Medicare 
hospital payments, which fall disproportionately on 
essential hospitals. All this combines to jeopardize access 
to care and social services for those most in need. 
 
Congress established Medicaid DSH to partly offset the 
high uncompensated costs essential hospitals sustain caring 
for large numbers of Medicaid and low-income patients 
and providing public health and social services to the 
people and communities they serve. Unless Congress acts, 
Medicaid DSH funding will suffer a $4 billion cut October 1 
to help pay for a coverage expansion that has yet to occur. 
 
We urge Congress to act now and stop this devastating 
cut to Medicaid DSH funding. 
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Figure 1: Operating Margins 
Members of America’s Essential Hospitals vs. all hospitals nationally 
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Figure 2: Medicaid DSH vs. Uncompensated Care, 2020-25 


